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Executive Summary

The Health Financing Strategy (HFS) 2010-2015 is the first strategy to provide a frame work for health financing development in Lao PDR. It is based on an extensive review related MOH health financing documents, consultative meeting within the health sector, line ministries concerns as well as Development Partners. The strategy is a joint production of Health Financing/Planning Task Force (HFP), Department of Planning and Finance, MOH, and the technical support from Development Partners. The discussion of HFS began in early November, 2009 and the first draft of strategy submitted to MOH Steering committee in Middle of March, 2010. Funding and technical assistance for the formulation of strategy were provided through EC, WHO, WB and other agencies.

The vision of HFS is that “to free health services from the state of underdevelopment and to ensure full health service coverage, justice and equity in order to increase the quality of life for all Lao ethnic groups” it mission is “to achieve universal coverage by reducing out-of-pocket spending, increasing access to quality needed health services for all Lao people without them facing catastrophic financial expenses and to contribute to attainment of the five health MDGs”

There are 4 Strategic Objectives (SOs) that contribute to realization of this vision and mission of the HFS in Lao PDR. These include (1) Increase investment and public health spending especially from domestic sources (2) Rationalize expenditures to Improve health and nutrition outcomes, especially at PHC level and among the poor (3) Strengthen access to good quality, affordable and sustainable health services by expanding social health protection towards achieving universal coverage (4) Strengthen the management capacity and evidence & information for policy-making.
Under each of these 4 Strategic Objectives, there are thirteen Sub-objectives contribute to support the achievement of health financing strategy including (1) increase and secure domestic revenues for health (2) Alignment and harmonization of donors support (3) Increase the financial resources available to the health sector especially for primary health care at district level (4) Improve the performance to provide cost-effective PHC, and especially maternal, neonatal, child and reproductive health services mainly at district level (5) Improve access to good-quality, cost effective MNCH and RH services (6) Ensure access of the poor to a comprehensive package of primary health care services (7) Strengthen the capacity of health facilities at all levels to provide a comprehensive package of cost-effective health services that meet or exceed current priority health care needs and quality standards (8) Expand the coverage of existing social health protection schemes (9) Develop and implement an operational plan for the merger of all social health protection schemes by 2015 (10) Protect the uninsured non-poor from the risk of catastrophic health care expenditure in areas where CBHI is not available (11) Limit the negative effects of user fees for the uninsured in government health facilities (12) Improve the quantity and quality of health financing data available for planning and policy research and (13) Develop the capacity to do good quality policy research on health financing issues
The strategy also includes detailed priority strategic interventions that specifies the main activities to support each of the thirteen sub-objectives which can produce the immediate produce, time frame, responsibilities, and the essential resources estimation  that will be required to implement each of the strategic intervention. 

The cost estimation for the implementation of strategy is based on the general and specific assumptions which the general includes demographics, administrative units, health facilities, inflation and unit costs.  The specific is based on the context of each sub-objective and detailed intervention. 

1. Introduction
 AUTONUM  \* Arabic 
This document presents a health financing strategy for Lao PDR during the period 2010-2015, but with a view as well toward longer-term health sector objectives. The health financing strategy has been designed to be complementary to and supportive of other recently developed health sector strategies, including those for maternal, neonatal and child health, human resources for health and health information systems. The health financing strategy is also premised on the stated objectives and priorities of the health sector, as enunciated by political leaders, including: (1) commitment to achieving the MDGs by 2015, and (2) ensuring over the longer term that all segments of the Lao population will have access to good-quality, affordable and sustainable health services.
 AUTONUM  \* Arabic 
Health financing, like information, is cross-cutting within the health sector. The overall objectives of health financing policies, as with all health policies, are to improve health outcomes, provide financial protection and ensure consumer satisfaction.
 Health financing policies help to achieve these objectives by improving equity, efficiency and sustainability in the three basic health financing functions of (1) collecting revenues, (2) pooling resources, and (3) purchasing services. Collecting revenues deals with the level and sources of revenues mobilized to pay for health services. The amount of revenue collected should be adequate to provide individuals with a basic package of essential services and financial protection against catastrophic medical expenses caused by illness and injury. Revenue should be collected equitably (for example, according to ability to pay, not according to immediate health needs), efficiently (i.e., without causing unnecessary distortions or losses in the economy) and sustainably (for example, from sources that keep pace with economic growth and that are at least to some extent independent of the business cycle). Revenues should be pooled equitably and efficiently so that individuals have access to health care and are protected from the risk of catastrophic expenditure and so that all resulting cross subsidies are equitable (for example, from the rich to the poor and from the healthy to the sick). Lastly, revenues should be allocated and services purchased in ways that maximize improvements in health outcomes and consumer satisfaction while minimizing costs.
Figure 1. The role of health financing policies within the health sector
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Section two of the health financing strategy provides a brief review of the health sector’s recent performance as it relates to the health sector priorities during the period of the health financing strategy. The discussion is focused on identifying problems and gaps, rather than achievements, in order to provide a rationale for the sector’s strategic objectives and priorities and the policies proposed in the health financing strategy to address the problems and gaps identified. Section three articulates the health financing strategy. Section four provides initial estimates of the resources required to implement the health financing strategy, while section five discusses next steps.
2. Recent health sector performance in Lao PDR
2.1. Health outcomes

 AUTONUM  \* Arabic 
Most health outcomes in Lao PDR are currently poor, but similar to those in most other low-income Southeast Asian and South Asian countries  Table 1. The main exception is Vietnam, which stands out as having health outcomes comparable to most middle-income countries. Although HIV/AIDS prevalence is lower in Lao PDR than in neighboring countries (including Vietnam), Lao PDR stands out as having relatively poor intermediate health outcomes (i.e., measles immunization, contraceptive prevalence, antenatal care, skilled birth attendance) relative to the other countries (including Myanmar). These patterns raise questions about the effectiveness of the health system in ensuring access to relatively simple cost-effective services.
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Table 2 presents the current status of the Millennium Development Goals (MDG) for health in Lao PDR.
 It appears that Lao PDR is on track to achieve the targets for under-5 and infant mortality, for malaria mortality and morbidity rates, for TB cases detected and successfully treated under directly observed treatment short course (DOTS), and for contraceptive prevalence. However, Lao PDR is not on track to achieve the MDG targets for weight-for age malnutrition among children under 5, maternal mortality, the percentage of births attended by skilled health staff, or TB prevalence. 
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The available data suggest that there are also wide differentials by province, household income and language group in most key health indicators, including several of the MDG indicators. Table 3 compares the values of selected reproductive health (RH) indicators for Vientiane Capital with those of other provinces. These data indicate that there are sharp differences among provinces in all RH indicators. The best values are generally found in Vientiane Capital, while the best values of the indicators outside of Vientiane Capital tend to be found in only a few other provinces (i.e., Vientiane province, Borikhamxay, Bokeo, Champasack and Xayabury) while the worst values are also concentrated in a few other provinces (i.e., Sekong, Huaphanh, and Phongsaly). 
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Wealth indexes are now commonly used as proxies for household income, based on a methodology developed at the World Bank.
 Table 4 shows data from the 2006 Multiple Indicator Cluster Survey (MICS3) on some key maternal and child health and nutrition outcomes by population-weighted wealth quintiles. These data indicate that there are marked differentials in all of the health and nutrition outcomes favoring the rich, but particularly sharp differentials in children’s nutritional outcomes (particularly in severe height for age malnutrition) and in all of the indicators referring to pregnancy and obstetric delivery care. It is also significant that the indicators for which the differentials are widest are in the areas where Lao PDR is not on track to achieve the MDGs. The poor health and nutrition outcomes of the poor and near poor clearly act as a drag on overall progress.
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There are also marked differentials in the same key health and nutrition outcomes by language group favoring the Lao language group (Table 5). Again, the sharpest differentials are observed in the indicators referring to children’s nutritional status and to pregnancy and obstetric delivery care. 
2.2. Population-level financial outcomes
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Although the health status of the population is clearly the most important objective of the health sector, it is not the only important health sector objective. Health sector financial outcomes are also important, including in particular the financial burden on households from out-of-pocket expenditure on medical care. If household expenditure is mainly financed out of pocket, as in Lao PDR currently, there is a risk that individuals with limited financial resources will not have access to needed health care and that among those that do have access, the financial burden may be catastrophic in some cases, forcing some households into poverty. Although the evidence on financial barriers to access and catastrophic health care expenditure is currently limited in Lao PDR,
 the available evidence indicates that household out-of-pocket expenditure on medical care as a percentage of GDP has been increasing over time in Lao PDR, China and Vietnam, while it has been decreasing in Cambodia and Thailand (Figure 2).

Figure 2. Household out-of-pocket expenditure as a percentage of GDP, 1995-2006
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Source: WHOSIS (World Health Organization).
2.3. Government financing and sector performance
 AUTONUM  \* Arabic 
The government health system has been seriously under-funded for many years, especially given the breadth of activities it is expected to undertake, i.e., not only the key functions of sector stewardship (i.e., policy making and regulation, correcting “market failures”
 and ensuring that health sector outcomes are equitable) but also serving as the main provider of health services. Table 6 compares several indicators of government health financing in Lao PDR with those of some other Asian countries. These data, which refer to the year 2006, indicate that domestically financed government health expenditure as a percentage of GDP was second lowest in Lao PDR at 0.2% (tied with Cambodia and higher only than Myanmar), compared to 2.0% in Vietnam and 2.2% in Thailand. Domestically financed government health expenditure as a percentage of total government expenditure was also very low at 1.3% (higher only than Afghanistan, Pakistan and Myanmar), compared to 6.3% in Vietnam and 11.2% in Thailand. The absolute level of domestically financed government health expenditure (in current US$) was only $1.47 in 2006 (higher only than Myanmar and Cambodia), compared to $13.89 in Vietnam and $72.43 in Thailand.
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Chronic under-funding of the government health system and the very low salaries of government health workers have led to a variety of coping mechanisms on the part of government health care providers, often with negative consequences for sector efficiency and equity and contributing to a lack of sector transparency and accountability. Chronic under-funding of the health system has also necessitated heavy dependence on donor funding. Because the need for resources is so great, the Government is forced to accept donor funding on practically any terms, without insisting that it be aligned with sector priorities or that it be effectively coordinated with the support of other donors and the Government. Because of a lack of transparency and poor financial management practices, many donors insist on excessively “vertical” approaches, for example, centrally based projects that closely control expenditures down to the district level. This fractionalizes and compartmentalizes activities at the district level where integration is needed, further contributing to sector inefficiency.
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The physical infrastructure of the under-funded government health system is much too large currently to be operated effectively with the meager resources provided through the recurrent expenditure budget. The district health system (including district health offices, district hospitals, health centers and village health workers) is particularly under-funded, although this is the part of the health system that should be the main source of health services for Lao PDR’s predominantly rural population. In part, the under-resourcing of the district health system reflects a serious imbalance in the allocation of government health workers, with most high-level personnel working either in administrative offices at the central or province level or in urban hospitals. Although the government funding provided to central hospitals and other health facilities located in Vientiane Capital is not large either in relative or absolute terms by international standards, it benefits mainly the relatively rich population of Vientiane Capital, as evidenced by the geographical disparities in Table 3. 
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The quality of health services is also generally poor at all levels. As a result, the utilization of government health services is very low, leading to very low labor productivity in many health facilities. A largely unregulated private health sector (particularly private pharmacies) has developed to fill the gap. Private pharmacies effectively partner with a poorly educated population to provide a “self treatment” option that is the dominant mode of primary curative care and an important additional source of sector inefficiency. Unnecessary and even harmful drugs (including counterfeit drugs) are prescribed without a prescription, and even if required, frequently in a branded form rather than in an equally effective generic form and in less than the required dosage, thereby contributing to the development of resistant strains of pathogens. Currently, most household health expenditure is for drugs, less than half of which is believed to be obtained on prescription.
2.4. The role of health financing policies in health sector performance 
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Health financing policies can either improve health sector performance or be an additional source of sector inefficiency and inequity. It is clear that some past health financing policies in Lao PDR have had the latter effect. For example, user fees were formally introduced in 1996 for registration and ancillary services and in 1997 for drugs sold through revolving drug funds. User fee revenue (apart from revolving drug fund revenue) was subject to a 20% tax and could not be used to finance incentives for government health workers. Several groups were exempted from user fees from the beginning (including the poor, monks, civil servants and students in government schools), but no additional funding was provided by the Government to finance their free services and, as a consequence, the practice of granting fee exemptions varies widely among health facilities. User fees were formally extended to a wide range of examinations and consultations in 2005. Although these financing policies have resulted in some improvement in the quality of health services (particularly in the availability of drugs), user fees have become the main source of recurrent financing for health facilities and an important barrier to access on the part of the poor and have even led to catastrophic healthcare costs and impoverishment in some cases. Excessive reliance on revolving drug funds for recurrent financing also provides strong incentives to government providers to over-prescribe medications.
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Several social health protection schemes have been developed in recent years to substitute prepayment for out-of-pocket expenditure, to provide protection against the risk of catastrophic health care expenditure, to improve access to needed health care and to improve the cost effectiveness of household expenditure on medical care (for example, by substituting professional consultations for self treatment). Their target populations and current enrollment levels are presented in Table 7. Private and state enterprise employees are covered through the Social Security Organization’s (SSO) health insurance scheme, which was established in 2001 under the Ministry of Labor and Social Welfare. Because the formal sector is still very limited in size and geographical scope in Lao PDR, the SSO scheme is currently implemented in only four provinces (i.e., Vientiane Capital and Vientiane, Khammouane and Savannakhet provinces). SSO members obtain health services from capitates providers, with supplementary payments for serious diseases. SSO members are permitted to select their primary provider, and most have selected either a central or provincial hospital. The main problem with the SSO scheme is low employer compliance, with only about 10-15% of employers currently enrolled. Many private employers provide other options for their employees (e.g., private health insurance, contracts with private providers, or direct reimbursement of health care expenses), in some cases even in addition to participation in the SSO scheme. There are currently no mechanisms in place to enforce employer compliance (the Social Security Law does not include penalties for non-compliance). The perception among private employers and employees that government services are generally of poor quality, compared with private health services and health services obtained in Thailand or Viet Nam, is also a major obstacle to improving compliance in the SSO scheme.
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Civil servants have had their own health insurance scheme (CSS) since 1996. Under this scheme, civil servants throughout the country are eligible for reimbursement of about 20% of their out-of-pocket expenses. The military and police are also covered by CSS, but they have their own health care facilities and are therefore eligible for additional benefits. A broader social health insurance scheme for civil servants (CSI) was established in 2006 under the State Authority for Social Security (SASS) in the Ministry of Labor and Social Welfare (MOLSW). The new CSI scheme was initially implemented in only two provinces, Vientiane Capital and Vientiane province, but there are plans to expand it to other provinces in the near future. The CSI benefit package is similar to that in the SSO scheme, except that civil servants must register in a district hospital as their primary provider and are only covered for services obtained in higher-level hospitals on referral. The main problems in the CSI scheme are complaints from members about the poor quality of services, complaints from providers about the low level of capitation and frequent delays in receiving employer contributions from the Ministry of Finance due to recurring cash shortages. There is also fractionalization within SASS. The army and police would like to administer their own health insurance (HI) schemes. 
 AUTONUM  \* Arabic  Community-based health insurance (CBHI) was launched by the Ministry of Health (MOH) in 2002 and is currently operating in 19 districts in 8 provinces. CBHI is a voluntary social health insurance scheme. Members are eligible for a comprehensive benefit package obtained from capitates providers, which typically include a district hospital that functions as the primary provider (and gate keeper) and a referral hospital. Unlike in the SSO and SASS schemes, referrals to central hospitals are not included in the CBHI benefit package. Premiums vary between urban and rural areas and according to family size and were last revised in 2005. The main problems in the CBHI scheme are weak demand, as manifested in low enrollment rates (only about 12% of the target population is enrolled in the villages in which CBHI operates), high drop-out rates and late payment of premiums, which results in provider capitations fluctuating from month to month and in average actual capitations that are equal to only about three-fourths of the average expected capitations. Adverse selection is also probably a problem in the CBHI scheme, but this is mitigated to some extent by the policy of enrolling entire families. Use of capitation protects the CBHI schemes from incurring deficits as the result of adverse selection, but only at the cost of disgruntled providers, who effectively bear all the scheme’s risks. 
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More recently, MOH with the support of some donors has piloted health equity funds (HEF) in several districts. The HEFs either reimburse providers for services provided to their poor beneficiaries or use a combination of capitation and case-based reimbursement. Poor beneficiaries are usually identified using a simple scorecard (“grid”) to classify a household as poor or non-poor. Some HEFs are administered by Non-State Partners (the Lao Red Cross), while others are administered by local health authorities. HEFs are still considered pilots, although the MOH issued regulations for HEFs in 2007. The benefit packages are similar to those of the social health insurance schemes, with health centers as the primary provider. In addition, HEFs frequently reimburse the cost of food and travel. Like CBHI, the HEFs are under the Ministry of Health. 
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The Government plans to merge the various social health protection schemes into a single national health insurance (NHI) scheme, and the MOH is currently working with the MOLSW and other agencies on a decree to govern this process. A target date of 2012 has been set for completing the institutional arrangements for a merger, while ambitious goals of 50-60% population coverage by 2015 and universal coverage by 2020 are frequently mentioned for the unified national health insurance scheme. However, the further development of social health insurance in Lao PDR faces several serious constraints, including: (1) a small formal sector whose employment is expected to grow relatively slowly over time, (2) the poor quality of government health services, (3) current health care utilization patterns that are not well aligned with social health insurance benefit packages (for example, widespread self treatment, preference for private services and frequent utilization of foreign medical care), (4) limited fiscal space to support subsidized membership, and (5) limited technical capacity to administer an expanded social health insurance scheme.
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Although many problems in health sector performance can be readily improved through effective health financing policies, there are some important constraints on health sector performance in Lao PDR that are more intractable. One important constraint is the poor quality of human resources in the health system, particularly at the district level. This stems from many causes, including ineffective pre-service and in-service training. However, it also stems from a poor basic education system, which diminishes the effectiveness of both pre-service and in-service training. This problem is beyond the immediate reach of health financing policies. However, increasing the salaries of health workers can help over time to attract better-qualified individuals into the government health service, while generous hardship allowances for health workers in remote areas and scholarships to support the education and training of indigenous personnel from remote areas are financing measures that can be used to improve the geographical distribution of health workers. Performance-based promotions and salary increases, as well as other types of performance-based incentives, can also be used to improve the performance of health workers. Fortunately, the Government is already working on these problems, which may still require many years to solve.
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Other important constraints to improved health sector performance stem from the geographic dispersion of a significant percentage of the population in remote mountainous areas. The preferred solution to this problem for many years has been the systematic expansion of the health infrastructure into less densely populated areas (for example, construction of additional health centers in low-density areas, with the support of major donors). A related constraint is the low demand of the population in these areas for government health services, which stems not only from the distances that must be traveled but also from lack of information about the benefits of basic health services and/or traditional cultural attitudes that limit demand. The result of these constraints is very low productivity of providers working in remote areas and little progress in improving health outcomes in these areas. Although health financing policies cannot remove the underlying constraints, they can be used to strengthen demand (for example, removal of user fees in remote areas or the use of conditional cash transfers to boost demand) and to motivate health workers in these areas to provide integrated outreach and mobile services.
3. Health Financing Strategy for Lao PDR 2011-15 Strategic Framework

The health financing strategy in Lao PDR uses the following strategic policy framework. 

Vision, Mission, Goals and Principles of the Health Sector and its Health Financing Strategy

The overall vision of the Health Sector by the year 2020 as defined in the draft Lao 7th National Health Sector Development Plan (NHSDP) 2011-15 is “To free health services from the state of underdevelopment and to ensure full health service coverage, justice and equity in order to increase the quality of life for all Lao ethnic groups."

The health financing strategy is also premised on the stated overall health sector goals, as enunciated by political leaders in the draft 7th NHSDP 2011-15, namely to

1. Create the basic human, financial, material and technological infrastructure for bringing the health sector out of the Least Developing Health status by 2020; to

2. Strengthen the health system in synergy with the rapid industrialization, modernization and socialization of the tasks and responsibilities; and to

3. Continuously contribute to eradicate poverty for improving the people’s quality of life aiming to achieve the 5 health related MDGs.

The following orientations underpin the sector goals outlined in the draft 7th NHSDP 2011-15

1. Promote the existing potential capacities in terms of human resources, infrastructure, finances, science & technology, equipments, medicine and pharmacy capabilities.

2. Mobilize necessary resources for developing health services, modernization, socialization through humanitarian aspects of health for sustainable development.

3. Promote the Lao potential medicinal resource, the legacy of Lao traditional medicine and pharmacy.

4. With the participation of the state, the collectivities and the people including the private sector to perform and develop the health workforces.

5. Promote the participation of all economic sectors in health development.

6. Harmonize health development by comprehensive balance between prevention, treatment, education, researches, organization, legislation, mechanism, food & drug, central, regional, provincial, district, health center and village, based on priority schemes.

7. Develop sustainable health financing.
8. Increase multi-orientations, multi-forces, multi-level cooperation with all development partners.

Within the given overall health sector policy framework the specific mission of the health financing strategy is as follows:

To achieve universal coverage by reducing out-of-pocket spending, increasing access to quality needed health services for all Lao people without them facing catastrophic financial expenses and to contribute to attainment of the five health MDGs .

Principles:

1. Equity in access 

2. Equity in financing and risk sharing

3. Efficiency

4. Promotion of quality 

5. Accountability and transparency

6. Sustainability

7. Results-oriented culture

8. Country ownership
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There are many ways in which a health financing strategy can be packaged. For example, it can be structured “generically” around the three main functions of health financing: collecting revenues, pooling resources and purchasing services ( Figure 1) Although such an approach is technically sound and comprehensive, it may be harder to discern the role of health financing in supporting the health sector’s overall objectives and priorities within such a framework. Accordingly, the health financing strategy is structured around what are perceived to be the health sector’s main strategic objectives and priorities during the six-year period of the strategy (2010-2015). 
Strategic objectives of the Health Financing Strategy

The strategic objectives (SO) of the Health Financing Strategy are as follows:

1. Increase investment and public health spending especially from domestic sources

2. Rationalize expenditures to Improve health and nutrition outcomes, especially at PHC level and among the poor

3. Strengthen access to good quality, affordable and sustainable health services by expanding social health protection towards achieving universal coverage

4. Strengthen the management capacity and evidence & information for policy-making.

The strategic framework of the health financing strategy is intended to show clearly how the various elements of health financing policy can be supportive of overall health sector objectives and priorities during the period of the strategy. Table 8 presents the strategic framework of the health financing strategy and shows how it relates to the three health financing functions as well as to the eight main action areas of the recently developed WHO/WPRO Health Financing 
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The health financing strategy is premised on a vision of the health sector that includes mixed sources of financing during the period of the strategy, with Government, donors and households continuing to be important health sector financers, but with a systematic and planned evolution toward a unified national social health insurance scheme that will ultimately become a major financer of health services.
 At that time, it is envisioned that Government’s role as a direct financer of health services will become focused on the core functions of sector stewardship, but with the possibility of continuing to fund the salaries of civil servants (including those working as providers) and capital investment. It is also expected that the role of private providers within the health sector will continue to develop and that accredited private providers will be eligible to participate in the social health insurance scheme. Lastly, it is expected that the relative importance of external financing will decrease over time.
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The health financing strategy focuses on the six-year period, 2010-2015, but with a view toward the longer-term objective of ensuring that the entire population has access to good-quality, affordable and sustainable health services by the year 2025. There are several reasons for selecting a six-year period for the strategy. Firstly, because there is considerable uncertainty about the future, a longer-term strategy would risk becoming outdated or overtaken by unforeseen events. Secondly, the Millennium Development Goals have a target date of 2015, and the Government accords high priority to achieving the MDGs. Thirdly, the six-year period 2010-2015 includes the normal five-year planning period in Lao PDR (the 7th National Development Plan, which is currently under development, will cover the period 2011-2015) and also coincides with the period of the WHO/WPRO Health Financing Strategy for the Asia and Pacific Region (2010-2015).
SO #1: Increase investment and public health spending especially from domestic sources
Magnus to elaborate based on his comments. 
fiscal space, pooling, etc
1.1. Increase and secure domestic revenues for health

1.1.1. Increase regular domestic health funding based on % GGE, % GDP

1.1.2. New government resources for health (sin tax, NT2, etc)

1.1.3. Improve advocacy, lobbying and budgeting (MTEF, etc) 

1.2. Alignment and harmonization of donors support

1.2.1. Expand SWC mechanisms (SWIM, joint reviews, donors’ coordination, etc)

1.2.2. Increased use of project to programs, sector donors pooled funds, budget support
SO #2: Rationalize expenditures to improve health and nutrition outcomes, especially at PHC level and among the poor
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The Government accords the highest priority to the health of women and children and is fully committed to achieving the MDGs. Yet, it is the health and nutrition MDGs of women and children that are most likely not to be achieved by the target date of 2015. Some of these same health and nutrition outcomes also exhibit the largest disparities between rich and poor and between Vientiane Capital and other provinces. Accordingly, the second strategic objective (SO2) of the health financing strategy is to improve the health and nutrition outcomes, especially among the poor.
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SO2 has been developed to provide effective financing support to the recently approved Maternal, Neonatal and Child (MNCH) Strategy.
 Expected Result 1.2.1 of the MNCH Strategy is: “The forthcoming Health Financing Strategy includes financing modalities to increase the provision of MNCH services.” Both supply and demand-side health financing sub-objectives are needed to achieve SO1. On the supply side, there are two sub-objectives: (1) increase the financial resources available to the “district health system”
 and (2) improve the performance of the district health system in delivering maternal, neonatal, child (MNCH) and reproductive health (RH) services. On the demand side, there are also two sub-objectives: (3) improve access to good-quality, cost-effective MNCH and RH services, and (4) ensure access of the poor to a comprehensive package of cost-effective basic health services.
Sub-objectives:

2.1 Increase the financial resources available to the health sector especially for PHC at district level
Strategies:

· Increase the salaries and allowances (especially hardship allowances in remote areas) for health workers at remote areas
· Supplement the salaries and allowances with performance-based incentives especially at district level and below
· Increase the level of non-salary recurrent expenditure at district level and below
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District health workers need to receive adequate compensation for their work if a qualified work force is to be attracted and retained and if health workers are expected to provide full-time services.
 Providing increased funding to the district health system is necessary, but not sufficient, to ensure that both the quantity and quality of health services are improved. A significant part of the compensation of district health workers should be linked to their performance. One way to do this is for health workers to receive a significant share of “patient revenue.”
 When health workers realize that their incomes are linked to the level of services they provide, they are likely to exhibit a much more positive attitude in their work. However, other approaches may need to be developed for non-revenue earning activities, such as health promotion and integrated outreach. Previous experience in Lao PDR and elsewhere with performance-based incentives can be a valuable guide in developing effective approaches in this area.
 Most of the very small recurrent health budget currently goes to salaries and administrative expenses, leaving too little recurrent funding to support the delivery of good-quality health services, particularly at the district level for such important functions as supervision and outreach. Although the cost of drugs and supplies is largely financed by user fees, there is an acute need for routine, untied and performance-based operating funds to support integrated outreach and effective supervision in the district health system. 
2.2 Improve the performance to provide cost cost-effective PHC, and especially maternal, neonatal, child and reproductive health services
Strategies:

· Use needs-based norms to allocate recurrent health expenditure among provinces and districts

· Harmonize donor resources supporting the district health system and coordinate their use effectively with government health planners to support integrated service delivery

· Make districts accountable for the funding they receive through results-based planning and budgeting

· Provide additional technical support as needed to provincial and district health offices and hospitals, including from Non-State Partners
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Currently, recurrent health expenditure is largely allocated among provinces and districts on the basis of inputs (particularly personnel), rather than on the basis of outputs or indicators of health need. The health financing strategy supports the planned shift from input-based budgeting to a “needs-based”
 formula for allocating recurrent health expenditure among provinces. Such a shift is desirable not only because it is more equitable but also because it will provide local health planners with more flexibility in reconfiguring and adapting their health infrastructure over time to address more effectively the health needs of their populations. The health financing strategy also calls on donors to pool their funds supporting the district health system whenever possible and coordinate the use of the pooled funds effectively with government health planners in order to support integrated approaches to service delivery (for example, integrated rather than vertical outreach services). District health offices should also be accountable for the funding they receive from the Government and donors. The best way to do this is to base district health budgets on carefully developed plans that are oriented to achieving a well-defined set of results and to base future budgets in part on the results obtained with previous budgets. Implementing such a system will require additional technical support for some province and district health offices. The health financing strategy supports such additional technical support, including from Non-State Partners (i.e., NGOs, mass organizations, commercial firms). 

2.3 Improve access to good-quality, cost-effective MNCH and RH services 
Strategies:

· Invest in the capacity of referral hospitals to provide good-quality MNCH and RH referral services (i.e., emergency obstetric and neonatal care, surgical contraception)
· Make cost-effective MNCH and RH services free to all patients by substituting public funding for user fees 

· Pilot innovative approaches to strengthen demand for cost-effective MNCH and RH referral services in rural areas (e.g., vouchers, conditional cash transfers, incentives for timely referral, maternity waiting homes, community initiatives with support from Non-State Partners, incentives for village health workers) 

· Increase public funding to strengthen information, communication and education (IEC) and promotion activities in support of cost-effective MNCH and RH services
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Although most cost-effective MNCH and RH services can be delivered at health centers (including through outreach) and district B hospitals, some types of cost-effective services can only be provided at higher level referral hospitals. Such services include emergency maternal and neonatal care and surgical contraception. SO2 supports the strengthened capacity of hospitals at all levels to deliver a comprehensive package of good-quality health services by the year 2025. However, SO1 supports the strengthened capacity of referral hospitals to provide good-quality, cost-effective MNCH and RH services as a priority during the period of the health financing strategy (2010-2015). On the demand side, SO1 supports making cost-effective MNCH and RH services free to all by substituting “public funding” 
 for user fees and by piloting innovative approaches to strengthen the demand for cost-effective MNCH and RH services in rural areas, including “vouchers,”
 conditional cash transfers, incentives for timely referral, and maternity waiting homes. Substituting public funding for user fees is essential to preserve provider incentives (simply mandating free services, without providing financing, does not work, as evidenced by the failure of past policies to exempt the poor from user fees). Making services free to clients is a necessary first step, but additional financing measures may be necessary to strengthen demand for cost-effective referral services in rural areas. This is because there are important indirect costs associated with accessing medical services, particularly in rural areas. These include the cost of travel and, in the case of inpatients, food for the patient and at least one accompanying care giver, the opportunity cost of patients’  and care givers’ time, and possible psychic costs for some patients (e.g., the stress in having to deal with unfamiliar surroundings, customs and languages). The types of demand-enhancing financing measures that are used may vary depending on local circumstances. However, conditional cash transfers are increasingly being used in education and health systems around the world and are currently being piloted in Lao PDR.
 The available evidence also indicates that women are not well informed about the benefits of MNCH and RH services and where they can be obtained. Additional financial support is needed to develop effective information, communication and education (IEC) services to address this problem. Developing effective IEC materials for ethnic minorities is a particular challenge requiring more funding than has been provided in the past.
 In addition to the need for additional IEC, the health financing strategy supports the piloting of innovative approaches to strengthen the demand for basic MNCH and RH services in remote areas, including community initiatives supported by Non-State Partners, such as those currently supported by the World Bank-funded Community Nutrition Project, and incentives for village health workers.
2.4 Ensure access of the poor to a comprehensive package of primary health care services 
Strategies:

· Use health safety nets as health equity funds  to finance a comprehensive package of package of primary health care services for the poor or for the total rural population in poor districts and sub-districts
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Although the main objective of SO2 is to improve the key health and nutrition outcomes of women and children, and especially of poor women and children, during the period of the strategy (2010-2015), priority is also given to ensuring access of the poor to a comprehensive package of primary health care services. This is an immediate priority because of the substantial barriers to access that user fees pose for the poor. However, it is also a priority in SO2 because, in the absence of ensuring access of the poor to basic health services, poor women and children are unlikely to have much contact with the district health system, and this will impede progress in achieving improved health and nutrition outcomes of poor women and children. Health equity funds can be used to reimburse providers for health services provided to the poor, as well as to reimburse transportation and food expenses. Although health equity funds can be administered either by the Government or by Non-State Partners, the latter are usually preferred because of their greater flexibility, responsiveness, accountability and strong commitment to the poor. If health equity funds are administered by the Government, special arrangements should be made so that there is an effective separation of the payer from providers. Alternatively, 100%-subsidized CBHI can be provided to the poor. In very poor districts and sub-districts, it may be cost-effective to provide free services to all rural households rather than attempting to target poor rural households individually. In this case, the role of health equity funds would be limited to reimbursing providers, promoting service utilization, and monitoring and reporting. 
Targets for SO2:

· Achieve the MDG targets for maternal and child health and nutrition by 2015

· The salaries and allowances of district-level health workers in rural areas increase by at least 50% (and by at least 150% in remote districts and sub-districts) by 2015

· District-level health workers in remote areas receive performance-based incentives equal to 100% of their base salaries by 2015 
· Results-based planning and budgeting is implemented in all rural districts by 2015

· Needs-based norms are used to allocate recurrent health expenditure among provinces and districts by 2015
· All referral hospitals (i.e., provincial, regional and district A hospitals) meet or exceed quality standards for obstetric delivery, basic neonatal care, surgical contraception and care of the sick child (IMCI) by 2015

· Donor funding for district-level services is effectively pooled and coordinated with government funding by 2015 User fees for cost-effective MNCH and RH services are eliminated nationwide by 2015 

· Financing mechanisms (e.g., health equity funds, subsidized CBHI) are established to cover the healthcare costs of 70% the poor by 2015

· Budgets for IEC in support of cost-effective MNCH and RH health services are increased by at least 200% by 2015

· Innovative approaches to strengthen the demand for cost-effective MNCH and RH services have been piloted and carefully evaluated in five remote districts by 2015

SO #3: Build on progress already made to ensure that all Lao people have sustainable access to good-quality, affordable and sustainable health services by the year 2025
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The long-term health sector objective is to provide all Lao people with access to good-quality, affordable and sustainable health services.
 This is essentially the goal of “universal coverage” that is the central objective of the recently developed WHO/WPRO Health Financing Strategy for the Asia Pacific Region (2010-2015) that has been endorsed by the Government of Lao PDR.
 Significant efforts toward this objective have been initiated during the past ten years. The health financing strategy identifies what needs to be done to maintain the current momentum toward achieving this objective by the year 2025. The first sub-objective under SO3  is to strengthen the capacity of hospitals at all levels to provide a comprehensive package of cost-effective curative health services that meet or exceed the people’s current priority curative health care needs and quality standards. Achieving this sub-objective will contribute directly to the goal of universal coverage. It will also contribute indirectly by increasing the demand for social health insurance because poor quality services are most often cited as one of the main underlying factors contributing to poor compliance in the mandatory schemes (CSS and SSO) and to weak demand in the CBHI scheme. The strategies under this sub-objective are designed to prepare the hospital sector for major increases in investment during the period 2016-2015. The second and third sub-objectives under SO3 concern the expansion and consolidation of the existing social health protection schemes into a single national health insurance entity. The second SO3 sub-objective is to expand the coverage of the existing social health insurance schemes (the expansion of health equity funds is a sub-objective under SO2). The third SO3 sub-objective is to develop and implement an operational plan for the merger of the four existing social health protection schemes (including health equity funds) by 2015. The fourth and fifth sub-objectives under SO3 concern the social health protection of the uninsured non-poor population during the period of incomplete social health insurance coverage. The fourth sub-objective is to protect the uninsured non-poor from the risk of catastrophic health care expenditure in areas where CBHI is not yet available. The fifth SO3 sub-objective is to limit the negative effects of user fees for the uninsured non-poor population in government health facilities. 
Sub-objectives:

3.1 Strengthen the capacity of hospitals at all levels to provide a comprehensive package of cost-effective health care services that meet or exceed current priority  health care needs and quality standards 
Strategies:
· Promote a comprehensive package of cost-effective health services to meet curative health care priorities during the period of the strategy (2010-2015)

· Establish quality standards for the services in the comprehensive health care package

· Assess the capacity of hospitals at all levels to provide the comprehensive package of services

· Strengthen hospital financial management and procurement systems
· Revise facility user fees to reflect actual costs and to be consistent with Government health policies

· Introduce health service accreditation including for private facilities
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The first step is to identify a comprehensive package of cost-effective curative health care services that meet the current priority health needs of the Lao people, including specifying which services will be available in which levels of hospitals. This step will involve some difficult choices and compromises. However, it is expected that the package will continue to evolve over time, as priority health needs change, financial resources increase and as the capacities of hospitals at each level increase. Once a curative health care package has been identified, minimum quality standards will need to be established for each service included in the package, followed by a baseline assessment of the capacity of hospitals at all levels to provide the services they are expected to provide and that meet or exceed the minimum quality standards. In addition, hospital financial management and drug procurement systems should be strengthened so that they meet international standards of efficiency and transparency. Hospital fees should be revised so that they reflect actual costs (apart from those costs funded by the Government and donors) and are consistent with Government health policies.
 This will create the necessary preconditions for phasing out margins on the sale of drugs by revolving drug funds as an important facility financing mechanism and will eliminate current incentives to over-prescribe drugs and ancillary tests.
 Accreditation should be introduced initially for private hospitals and private clinics with beds to enable them to participate in the social health insurance schemes. Eventually, accreditation should be systematically expanded to cover all hospitals, public and private, in order to monitor their capacity to provide the comprehensive package of  health care services.
3.2 Expand the coverage of existing social health insurance schemes

Strategies:

· Improve employer compliance in the SSO scheme

· Improve compliance in the CBHI scheme with existing regulations 
· Expand the geographical and population coverage of the SASS, SSO and CBHI schemes
· Adjust CBHI premiums to reflect actual utilization in each locality and partially subsidize CBHI for the non-poor

· Develop the capacity of all social health protection schemes as effective purchasers of health services 

· Introduce mixed provider payment mechanisms (e.g., capitation with performance incentives or capitation with supplemental case-based payments)

· Consider the advisability of modifying and/or varying benefit packages between and within the various social health insurance schemes
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SSO membership can be expanded rapidly if suitable penalties for non-compliance are added to the Social Security Law. If this is not done, it will not be possible to make satisfactory progress toward universal coverage by 2025. Similarly, penalties should be added for partial or late payment of mandatory employer contributions, including those of the Government itself as the employer in the SASS scheme. Compliance with existing CBHI regulations on mandatory waiting periods and procedures to be followed with drop-outs is important to ensure stability in the capitations paid to participating providers and to increase the ratio of actual capitations to the expected levels based on premiums. Currently, actual capitation averages only about $5 per beneficiary, compared to an expected level of $7. Increased coverage in the SASS, SSO and CBHI schemes is also closely linked to expansion of geographical coverage, which should be extended to all provinces by 2015 in a manner that is consistent with the operational plan for merging the social health protection schemes discussed below under Sub-Objective 3.3. Within the CBHI scheme, geographical coverage also needs to be expanded to all villages within CBHI districts.
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It has become clear that premium subsidies will be needed to increase coverage in the CBHI scheme. It is currently expected to use these subsidies to increase the capitation provided to providers, rather than to reduce the premiums. It is expected that the increased capitation will lead to better quality services for CBHI members and that this in turn will lead to higher enrollments. Before this is done, however, the current CBHI premiums, which distinguish only between urban and rural areas, should be adjusted to reflect actual utilization rates in different areas with different access to government health facilities and varying patterns of health care utilization. This will both increase demand for CBHI and prevent perverse cross-subsidies from poorer beneficiaries in remote areas with low rates of health care utilization to richer beneficiaries in urban or suburban areas with high rates of health care utilization.
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All of the social health protection schemes need to become effective purchasers of health services for their beneficiaries. Currently, the schemes play an extremely passive purchasing role, simply passing along their revenues to providers in the form of capitations. Instead, the various social health protection schemes (including health equity schemes) need to become proactive purchasers of services for their members by using mixed provider payment mechanisms (for example, capitation in combination with performance-based incentives) that provide appropriate incentives to providers to provide an appropriate quantity and quality of services. In order to become effective purchasers, the various schemes should develop the capacity to process and analyze the data they collect on health care utilization, including the cost of the services utilized by different groups of beneficiaries (for example, by age, sex and geographical location). This information is vitally important in establishing appropriate premiums in CBHI and is also important for understanding who is cross-subsidizing whom within a given scheme.
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It is also important that social health insurance reimbursements cover the targeted share of a provider’s total costs (for example, recurrent costs, including labor costs).
 Otherwise, there is a risk of perverse cross subsidies from the uninsured to the insured. The social health insurance schemes should also consider the possible introduction of copayments (i.e., a small fixed payment) for visits to primary care providers as a cost control measure. When funding for the poor that is currently channeled through health equity funds is ultimately merged into social health insurance (with 100% tax-financed contributions for the poor), copayments can be waived for the poor. 
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Although a single benefit package should be the long-term goal of any social health insurance scheme, it is less clear that a uniform benefit package is the best solution for expanding coverage as quickly as possible. For example, in the voluntary scheme (CBHI), some variation in the benefit package, either geographically or between high and low-income segments within a given locality, might boost demand. The high-end package might include, for example, referral coverage to central and even foreign hospitals. Even in the compulsory schemes, some adjustments in the benefit package that make it more competitive with private health insurance might increase compliance. For example, the SASS and SSO schemes currently provide reimbursement of 20-30% for foreign treatment at special request. Liberalizing the foreign treatment option might boost compliance levels. Alternatively, SSO and SASS could offer supplementary policies that would compete directly with private health insurance. This would presumably lower the total cost to employers for a comparable benefit package from private insurers and possibly lead to higher compliance. Over time, as coverage approaches universal levels, the benefit packages could be gradually harmonized.
3.3 Develop and implement an operational plan to merge all existing social health protection schemes by 2015
Strategies:

· Develop an operational plan to merge the four existing social health protection schemes 
· Pilot the merged social health protection schemes in selected provinces

· Establish national standards for health equity funds
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There are several reasons for merging the existing social health insurance schemes, including: (1) economies of scale in terms of expanding geographical coverage, (2) potential for increased administrative efficiency if limited technical resources are combined into a single organization, (3) increased purchasing power of a consolidated national health insurance scheme vis a vis providers, and (4) the portability of coverage between public and private and formal/informal sector employment. However, merging the schemes will not be easy, given their different institutional bases (MOLSW or MOH) and differences in contribution rates (SASS and SSO), in benefit packages (comprehensive in all schemes, but with differences regarding choice of provider and referral coverage), in provider reimbursement methods (between HEFs and the social health insurance schemes) and in capitation levels and reimbursement rates (which ranged from $2.40 in HEFs to $7.50 in the SSO scheme during 2008). If funds are pooled prematurely, there is a risk of perverse cross-subsidies (for example, from the subsidized poor to other groups, including in particular the relatively rich residents of Vientiane Capital). One major, unresolved issue is the organizational framework for the merged national health insurance scheme. If it is under the MOH, its potential to become an effective purchaser of services for its beneficiaries will be impaired by conflicts of interest (since the MOH is also the dominant provider), and its ability to attract a work force with the range of non-medical skills needed to operate a social health insurance scheme successfully will also be constrained.
3.4 Protect the uninsured non-poor from the risk of catastrophic health care expenditure in areas where CBHI is not yet available
Strategies:

· Expand access to low-cost emergency loans to finance catastrophic healthcare expenditure
· Introduce direct reimbursement by the Government of catastrophic healthcare expenditure
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Under SO2 of the health financing strategy, the poor will be progressively protected against the risk of catastrophic health care expenditure through the expansion of health equity funds or 100%-subsidized CBHI. Because it will be many years before all of the non-poor have health insurance, it is important to protect them from the same risk during the interim. In the absence of such protection, the non-poor will continue to be at risk of falling into poverty as the result of high health care expenses. When someone has a serious illness or injury, the household is often faced with the need to mobilize cash quickly to finance unanticipated high health care expenses. Because the need for cash is urgent, households often have to sell assets quickly or borrow money at high interest rates. The household may also experience a serious loss of income if the affected individual is an adult who becomes either temporarily or permanently unable to work. One measure that can help households to avoid the worst effects of unexpectedly high health care expenses is to expand access to low-cost emergency loans to cover catastrophic health care expenses (for example, through micro-credit schemes or state-owned rural development banks). Currently, many hospitals extend credit informally to needy households in the expectation that they will ultimately be repaid. Although the hospitals are reportedly repaid in most cases, some hospitals may accumulate large accounts receivable for which there is little likelihood of repayment. It would be better to have such emergency financing done by financial institutions outside the health system.
 Alternatively, Government can directly reimburse health care providers for catastrophic expenses above some threshold (for example, one million Kip per episode, in the case of an acute illness or injury, or one million Kip per year, in the case of chronic illnesses). Because the number of such cases would be relatively small and concentrated in a few hospitals, the administrative expenses of such a program should be minimal. 
3.5 Limit the negative effects of user fees for the uninsured in government health facilities
Strategies:

· Regulate drug prices effectively in government health facilities

· Change the structure of user fees from the existing system, which provides incentives for over-prescribing of drugs and excessive use of ancillary services, to a cost-based system of user fees that promotes good-quality services and cost-effective health care.
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Even when out-of-pocket expenditure is not catastrophic, the burden of user fees on uninsured households is considerable and may prevent many individuals from accessing needed health care. Most user fees currently involve payment for drugs. Unfortunately, there is currently considerable variation in drug prices from one facility to another, reflecting ad hoc and non-transparent drug procurement practices and the tendency of some health facilities to charge more than the authorized 25% markup on drugs sold through revolving drug funds (RDF). The current heavy reliance on revenue from RDFs and ancillary services to finance recurrent expenditure provides an incentive to over-prescribe drugs and ancillary services, which adds to the financial burden of user fees and may even be harmful to patients’ health in some cases. This problem can be solved by regulating drug prices more effectively in public health facilities. The support provided to hospitals to strengthen their financial management and drug procurement systems under Sub-Objective 2.1 will facilitate the regulation of drug prices. In addition, the shift to cost-based fees for all services, which is also supported by Sub-Objective 2.1, will remove incentives for hospitals to over-prescribe drugs and ancillary services. 
Targets for SO3:

· The health services that should be provided by each level of hospital (i.e., central, regional, provincial, district A, district B) and the minimum quality standards applying to these services are clearly defined by 2013
· Baseline data are collected for all hospitals on their capacity to provide the comprehensive package of services by 2015
· A plan for extending hospital accreditation to government hospitals is developed and approved by MOH by 2015

· All social health protection schemes have performance contracts with providers by 2015 that are designed to obtain good-quality care at least cost for beneficiaries while ensuring that providers’ costs are fully covered

· The percentages of HI contributions/premiums in the SSO and SASS schemes that are more than one month late decreases to 20% by 2012 and to 5% by 2015
· The average actual capitation in the CBHI scheme is equal to the expected capitation by 2015
· A detailed operational plan for the merger of all social health protection schemes is developed and approved by 2012
· SASS and SSO are merged and operate under a single governing board by 2013
· Coverage in the combined SASS/SSO schemes reaches 50% of the targeted population by 2015

· Coverage in the CBHI scheme reaches 50% of the targeted population by 2015

· National standards for health equity funds are established by 2012
· The civilian population
 covered by social health protection schemes (i.e., social health insurance, health equity funds, direct reimbursement of catastrophic expenditure) increases to about  55% by 2015

· Income differentials in the utilization of both inpatient care and outpatient care at tertiary-level hospitals decrease by 50% by 2015
· Cost-based user fees (including drug prices) are established in public health facilities by 2015

SO #4: Strengthen the management capacity and evidence & information for policy-making
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It is important for health financing policy to become increasingly evidence-based over time. This will require better data in some areas and a strengthened capacity to use the available data in policy making, planning, and monitoring and evaluation as well as an enhanced capacity to interpret and apply the findings of policy research.

Sub-objectives:

4.1 Improve the quantity and quality of health financing data available for planning and policy research

Strategies:

· Collect reliable data on household out-of-pocket expenditure on medical care
· Collect data that can be used to monitor conditions in the district health system
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Currently, health financing data are limited in both quantity and quality in Lao PDR. For example, the quality and scope of the currently available data on household health care expenditure are not sufficiently reliable to develop accurate national health accounts or baseline values of key indicators on household out-of-pocket expenditure, such as the share of out-of-pocket expenditure in total private household expenditure or the share of household out-of-pocket expenditure that is directed to different types of health facilities.
 The data currently available on conditions in district health facilities are also quite limited. For example, the HMIS does not include financing data or data on human resources. However, this type of information can be collected through facility surveys, such as the World Bank-supported Public Expenditure Tracking Survey (PETS).

4.2 Develop the capacity to do good-quality policy research on health financing issues
Strategies: 

· Develop the capacity in health financing at all levels, as needed
· Use the HMIS data effectively for policy making, planning, monitoring and evaluation

· Evaluate health equity funds and improve targeting mechanisms

· Build effective working relationships with other health system research and data collection agencies
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Reliable estimates of the cost of health services are needed in order to establish cost-based fees and to develop a comprehensive package of cost-effective hospital-based health services. Because cost estimates need to be updated on a regular basis, it is important to develop local capacity to estimate service delivery costs. The new HMIS data can potentially serve as a valuable input into results-based planning. However, the capacity to use HMIS data effectively by health planners needs to be strengthened. The HMIS data can also be used to monitor performance at local levels in connection with results-based budgeting, particularly if effective systems for auditing the reliability of the HMIS data are developed and put in place. An important research priority during the period of the strategy is to evaluate and improve the targeting mechanisms that are used to identify the poor in connection with the operation of health equity funds (and ultimately, to determine eligibility for 100%-subsidized CBHI premiums for the poor). Research on this and other priority health financing topics will require the MOH to develop effective working relationships with other health system research and data collection agencies, both in Lao PDR and internationally. 
Targets for SO4:

· Reliable baseline data on household out-of-pocket expenditure are available, fully analyzed and reported by 2015
· Data to monitor conditions in the district health system become routinely available by 2015
· Local capacity to estimate hospital costs is developed by 2015
· Government health financing policies are increasingly evidence-based by 2015

· Targeting mechanisms achieve at least 70% coverage of the targeted population with no more than 25% of benefits leaking to the non-targeted population by 2015

· The MOH becomes an effective advocate for increased funding from the Government to improve efficiency, equity and sustainability in the health sector by 2015
3. Resource requirements 

STILL TO BE REVISED
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Table 9 provides estimates of the cost of the health financing strategy by sub-objective and by year in millions of US dollars, while Table 10 provides estimates of the cost by sub-objective and by year in US dollars per capita. More detailed estimates of the cost of the individual strategies are provided in Annex 2, while the assumptions used in estimating the cost of the strategies are discussed in Annex 1. Table 11 shows the geographic and population coverage of each strategy as well as which strategies are already included in other sector strategies. Based on these data, Table 9 indicates that of the total six-year estimated cost of the strategies ($104.8 million), $61.3 million is included in other strategies (for example, the MNCH or HRH strategies), while $43.5 million is the estimated six-year cost of the health financing strategy itself.
Figure 3. Estimated cost per capita (US$) of the individual strategies
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3.2 Develop the capacity to do good-quality research 

on health financing issues

3.1 Improve the quantity and quality of health 

financing data available for planning and policy 

research

2.4 Limit the negative effects of user fees for the 

uninsured in government health facilities

2.4 Protect the uninsured non-poor from the risk of 

catastrophic health care expenditure in areas where 

CBHI is not available

2.3 Develop and implement an operational plan for 

the merger of all social health protection schemes

2.2 Expand the coverage of existing social health 

insurance schemes

2.1 Strengthen the capacity of hospitals at all levels 

to provide a comprehensive package of cost-effective 

curative health services

1.4 Ensure access of the poor to a comprehensive 

package of basic health services

1.3 Improve access to good-quality, cost-effective 

MNCH and RH services

1.2 Improve the perfomance of the district health 

system

1.1 Increase the financial resources available to the 

district health system


Source: Table 10. 
5. Next steps
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The next step is to develop a detailed operational plan for the health financing strategy that:

· Reviews carefully the estimated costs of the various strategies

· Identifies likely sources of financing for each strategy as well as financing gaps

· Reviews the targets for feasibility in light of costs and the likely availability of financing 
· Monitoring and evaluation plan
Annex 1. Assumptions used in costing the strategies

General assumptions

Demographics. Demographic parameters are taken from the 2008 Statistical Yearbook unless otherwise indicated and refer to 2008 values. The population is assumed to be 6,000,379 and is assumed to grow at a constant rate of 2.3% between 2009 and 2015. The percentage of the population that is urban is 20.0% (based on the 2005 Lao Reproductive Health Survey) and is assumed to remain constant. The percentages of the population in rural areas with and without a road are assumed to be 53.5% and 26.5% respectively (based on the 2005 Lao Reproductive Health Survey). The total number of households is assumed to be 1,011,623 in 2008 (including 128,464 households in Vientiane Capital) and 982,485 in 2007 (including 124,872 households in Vientiane Capital).

Administrative units. There are 16 provinces (not counting Vientiane Capital), 140 districts (including 9 in Vientiane Capital), and it is assumed that each province (including Vientiane province) has one urban district. The remaining 115 districts are assumed to be rural districts. There are 8,805 villages in 2008.

Health facilities. There are 4 central hospitals, 4 regional hospitals, 12 provincial hospitals, 20 district A hospitals, 96 district B hospitals, 150 health centers A and 619 health centers B (i.e., a total of 915 public health facilities).

Unit costs. The average cost of one month of international TA is assumed to be US$20,000 (including international travel and per diem). The average cost of an MOH or SSO one-day meeting is assumed to be $200.

Inflation. All unit costs are assumed to increase at the same rate as the consumer price index (CPI), based on the following projections in the latest IMF Article IX report (September 2009): 2010 (3.0%), 2011 (3.5%), 2012 (3.2%), 2013 (3.1%), 2014 (3.0%) and 2015 (3.0%).

Specific assumptions

SO #2:

Sub-objective 1.1 Increase the financial resources available to the district health system

2.1.1 Increase the salaries of district health workers in rural areas and provide hardship allowances in remote areas

The cost of this strategy includes two components: the cost of annual salary increases for all district health workers in rural areas and the annual cost of hardship allowances paid to those working in remote areas. In the case of annual salary increases, it is assumed that there are 8,161 personnel working in government health facilities (based on estimates prepared by Jean-Marc Thomé), of whom 63.7% are working at the district level (i.e., district hospitals and health centers). In addition, it is assumed that there are 2,866 personnel working in district health offices (based on the percentage distribution of government health workers in the 2001-02 MOH/JICA Master Plan). The percentage of rural health workers is assumed to be the same as the general population (i.e., 80%), and the average annual salary of district health workers in 2009 is assumed to be $458.78 (based on estimates prepared by Jean-Marc Thomé). The base salaries of district health workers in rural areas are assumed to increase by annually by the following percentages over and above the annual rate of inflation: 2010 (0%), 2011 (1%), 2012 (2%), 2013 (3%), 2014 (4%) and 2015 (5%). 

The cost estimates for hardship allowances are based on the assumptions in the Human Resources for Health Strategy, i.e., that there are 13,000 government health workers, that 10% of them receive hardship allowances for working in remote areas, and that the hardship allowances are $50 per month in 2010 (but are adjusted annually for inflation). However, it is assumed that the hardship allowances are phased in gradually, with the following annual percentages of government health workers receiving hardship allowances: 2010 (0%), 2011 (2%), 2012 (4%), 2013 (6%), 2014 (8%) and 2015 (10%).
1.1.2 Supplement the salaries and allowances of rural district health workers with performance-based incentives

Performance-based incentives are assumed to be received only by district-level health personnel working in rural areas and are assumed to be equal to 50% of their base salaries. The annual percentages of rural district-level health workers covered are assumed to be as follows: 2010 (0%), 2011 (20%), 2012 (40%), 2013 (60%), 2014 (80%) and 2015 (100%).
1.1.3 Increase the level of non-salary recurrent expenditure in the district health system

The recurrent budget support provided in Vientiane and Savannakhet provinces by the Lao-Belgian project is used as a basis for estimating the level of non-salary recurrent expenditure needed.
 Total recurrent budget support for operational costs and activities for the district health system (i.e., health centers and inter-district hospitals) over five years averaged $0.97 per capita (excluding expenditure on performance incentives and health equity fund benefits).
 This amount (adjusted for inflation) is assumed to be provided annually for the following percentages of the rural population: 2010 (0%), 2011 (20%), 2012 (40%), 2013 (60%), 2014 (80%) and 2015 (100%).

1.2.1 Use needs-based norms to allocate recurrent health expenditure among provinces and districts

It is assumed that one month of international TA and 4 MOH meetings will be needed to develop needs-based norms.

1.2.2 Pool donor resources supporting the district health system

It is assumed that the cost of this strategy will be financed out of the administrative budgets of the donors (i.e., no additional costs are involved).

1.2.3 Make districts accountable for the funding they receive through results-based planning and budgeting. 

The cost estimates for this strategy are based on cost estimates in the WHO proposal to support MNCH services in Saravane and Xiengkhuang provinces.
 It is assumed that the annual cost of preparing detailed MNCH plans is $400 per province and district and $50 per health center and that the planning is done only in the 115 rural districts. Nothing is budgeted for monitoring implementation of the plans (it is assumed that the necessary information will be available in annual HMIS reports).

1.2.4 Provide additional technical support as needed to provincial and district health offices and hospitals, including from Non-State Partners.

It is assumed that provincial technical assistance teams will be supported in 10 provinces at an annual cost (in 2009 prices) of $200,000 per provincial team (including technical assistance, vehicles, travel costs, local staff, consultants, reporting and steering committees). The number of provinces with technical assistance teams annually is assumed to be as follows: 2010 (2), 2011 (4), 2012 (6), 2013 (8), 2014 and 2015 (10).
1.3.1 Invest in the capacity of referral hospitals to provide good-quality MNCH and RH services

According to an assessment in 2008, only 27 of 41 comprehensive emergency obstetric and neonatal care (EmONC) hospitals were able to provide required EmONC services.
 It is therefore  assumed that 14 hospitals (mostly district A hospitals) will need investment to upgrade their capacities (including civil works, equipment and drugs, and training). It is assumed that the investment cost of a district A hospital is $847,000
 and that 20% of this cost is the investment cost needed to enable the hospitals to provide referral MNCH and RH services included in the MOH MNCH Strategy (i.e., hospital care of the sick child (IMCI), back-up antenatal care, back-up/comprehensive EmONC ONC care, special newborn care if complications, post-abortion care and treatment of abortion complications, and tubal ligation and vasectomy).
 Annual operating costs for these services ($0.09 per dollar of investment cost) are obtained from the same source.

1.3.2 Make cost-effective MNCH and RH services free to all patients by substituting public funding for user fees

Estimates of total annual user fees for MNCH and RH services during the period 2010-2015 (e.g., $0.87 in 2010) were obtained from estimates of the cost of implementing the MNCH Strategy.
 It was assumed that the target population of this strategy is the same as the target population of CBHI (i.e., 3.5 million persons in 2008 who are non-poor and not in the target groups of the compulsory social health insurance schemes) and that this policy would be phased in over time (i.e., covering 25% of the target population in 2010, 50% in 2011, 75% in 2012 and 100% from 2013 on).

1.3.3 Pilot innovative approaches to strengthen demand for cost-effective RH and MNCH services in rural areas

The cost of this strategy is estimated based on information in the World Bank-financed Community Nutrition Project (CNP) project paper.
 The CNP covers 50 health centers for a period of three years. Project funding includes $1.2 million for conditional cash transfers (CCT) to encourage women to use a comprehensive package of cost-effective MNCH services. It is assumed that the average rural population coverage of a health center is 6,193 persons (i.e., the rural population in 2008 divided by the number of health centers in 2008) and that the CNP covers 6.31% of the rural population (309,629 persons in 2009).
 The crude birth rate is assumed to be 31.6 per 1,000 population (the national estimate for 2008), and 50% of pregnant women are assumed to receive CCTs (i.e., elect to participate in the pilot and satisfy the minimum requirements for compliance). The amount of the CCT is assumed to be $75 (consistent with the available budget of $1.2 million for three years, given the above assumptions).

1.3.4 Increase public funding to strengthen information, communication and education (IEC) and promotion activities in support of cost-effective RH and MNCH services.

The cost of this strategy is also estimated using information from the World Bank-funded CNP, which indicates that the cost of village-level IEC activities is $0.48 per capita. It is assumed that the rural population living in villages without access to a road (26.5% of the population) is the target population for this strategy. 

1.4.1 Use health equity funds or 100%-subsidized CBHI to finance a comprehensive package of basic health services for the poor

The cost of health equity fund coverage is used as the basis for estimating the cost of this strategy (rather than the cost of subsidized CBHI). It is assumed that the annual cost per beneficiary is $5
 and that 25% of the total population is poor (based on the latest poverty estimates for 2007-08 from the LECS 4, i.e., 26% in 2007/08). It is also assumed that “theoretical coverage”
 of the targeted poor population is phased in over time, as follows: 2010 (20%), 2011 (30%), 2012 (40%), 2013 (50%), 2014 (60%) and 2015 (70%).

2.1.1 Define a comprehensive package of cost-effective curative health services to meet curative health care priorities during the period of the strategy.

It is assumed that two months of international TA and 10 MOH meetings will be needed to implement this strategy.

2.1.2 Establish quality standards for the services in the comprehensive package of services

It is assumed that two months of international TA and 10 MOH meetings will be needed to implement this strategy, which is assumed to be done during 2011 (following definition of the comprehensive package in Strategy 2.1.1)

2.1.3 Assess the capacity of hospitals at all levels to provide the comprehensive package of services

It is assumed that there are 146 hospitals in which this strategy will need to be implemented (as listed in the General Assumptions), that the variable costs per hospital are $300 in transportation expenses and $300 in per diem, while fixed costs include two months of international TA and 5 MOH meetings. It is assumed that the work is done during the period 2012-2014, following the definition of the comprehensive package in Strategy 2.1.1 and its quality standards in Strategy 2.1.2.

2.1.4 Strengthen hospital financial management and drug procurement systems

The cost of implementing hospital financial management systems in all of the hospitals listed in the General Assumptions is estimated on the basis of proposals received by MOH to extend coverage of the hospital financial management system that is currently being piloted in the Maternal and Child Hospital. It is assumed that the “hardware” costs per hospital are as follows: central/regional hospitals ($42,590), provincial/district A hospitals ($18,365) and district B hospitals ($15,040). The TA cost per hospital is assumed to be $16,150 (including international travel and international per diem), while other costs per hospital (local travel, local per diem) are assumed to be $1,300 per hospital.  The work is assumed to be distributed uniformly by year during the period of the strategy.

The cost of establishing improved drug procurement systems is estimated on the basis of the following assumptions: six months of international TA, 146 hospitals, and local travel and per diem costs of $1,300 per hospital. The work is assumed to be distributed uniformly during the three-year period 2010-2012.

2.1.5 Revise hospital fees to reflect actual costs and to be consistent with Government health policies

It is assumed that two months of international TA and 10 MOH meetings are required to implement this strategy. It is also assumed that this strategy will be implemented in 2013, after much of the work on estimating hospital costs has been completed under Strategy 3.2.1.

2.1.6 Introduce hospital accreditation for private hospitals and private clinics with beds.

It is assumed that there are 50 private hospitals and clinics with beds that will need to be accredited under this strategy.  It is assumed that three months of international TA will be needed as well as $300 in local travel and per diem costs per facility accredited. 

2.2.1 Increase employer compliance in the SSO scheme

It is the assumed that the main cost of this strategy is the cost to develop a stronger legal framework for Social Security, including penalties for non-compliance and late payment of contributions. The cost of enforcement activities is assumed to be more than covered by the additional revenue collected from the employers of currently covered employees. It is assumed that two months of international TA will be needed to implement this strategy, as well as five  SSO meetings.

2.2.2 Improve compliance in the CBHI scheme with existing regulations on waiting periods and drop-outs

It is assumed that two months of international TA and 5 MOH meetings will be needed to implement this strategy.

2.2.3 Expand the geographical coverage of the SASS, SSO and CBHI schemes

It is assumed that, at the end of 2009, the new SASS health new insurance scheme was operating in only two provinces, that SSO was operating in only four provinces, and that CBHI was operating in 19 districts in 8 provinces. In the case of SASS and SSO it is assumed that the fixed costs of opening additional provincial offices are $50,000 per province. In the case of SSO only, annual operating costs are assumed to equal $10,000 in the first year after an office is established, with annual operating costs decreasing by 10% in each successive year (as more of the operating costs are financed by SSO contributions in the areas in which the new offices are established). SSA operating costs are assumed to be financed out of contributions beginning in the year following the year in which each office is established. It is assumed that SASS and SSO will have offices in all provinces by the end of 2015.

It is also assumed that CBHI will be operating in all provinces and districts by the end of 2015. It is assumed that CBHI operations in 2 districts will be opened from the central MOH office in each of 9 additional provinces at a cost of $20,000 per district (i.e., a total of 18 districts in addition to the 19 in which CBHI was operating at the end of 2009). It is assumed that CBHI will be established by the provinces in the remaining 103 districts at a cost of $12,000 per district. It is assumed that operating costs are covered by CBHI premiums in all new districts.

2.2.4 Adjust CBHI premiums to reflect actual utilization in each locality and partially subsidize CBHI for the non-poor

The cost of this strategy is assumed to be the cost of premium subsidies. It is assumed that CBHI premium subsidies ($2 per beneficiary) are provided to the target population in all CBHI districts who enroll in CBHI. It is assumed that the CBHI target population in all CBHI districts is equal to the total projected CBHI target population in each year multiplied by the percentage of all districts covered by CBHI (see strategy 2.2.3), while the percentage of the CBHI target population enrolling in CBHI is assumed to increase from 5% in 2010 to 50% in 2015. 
2.2.5 Develop the capacity of all social health protection schemes to act as effective purchasers of health services

It is assumed that seven months of international TA will be needed to implement this strategy.

2.2.6 Introduce mixed provider payment mechanisms (e.g., capitation with performance-based incentives or capitation with supplemental case-based payments)

It is assumed that three months of international TA will be needed to implement this strategy.

2.2.7 Consider the advisability of modifying and/or varying benefit packages between and within the various social health insurance schemes

It is assumed that three months of international TA will be needed to implement this strategy.

2.3.1 Develop an operational plan for merging the four existing social health protection schemes 

It is assumed that four months of international TA and 30 MOH/MoLSW meetings will be required to implement this strategy.

2.3.2 Pilot the merged social health protection schemes in three provinces

It is assumed that two years of international TA at a cost of $100,000 per province and thirty MOH/MoLSW meetings will be needed to implement this strategy. It is assumed that implementation of this strategy will begin in 2013, following the development of an operational plan for the merger.

2.3.3 Develop national standards for health equity funds

It is assumed that this strategy will be implemented in 2014, following the evaluation of health equity funds under Strategy 3.2.3. It is assumed that two months of international TA and 5 MOH meetings will be needed to implement this strategy.

2.4.1 Expand access to low-cost emergency loans to cover catastrophic health care costs

It is assumed that this strategy would apply only to households in Vientiane Capital in areas where CBHI is not yet available (Strategy 2.4.2 applies to the rest of the population). The definition of catastrophic health care expenditure is assumed to be out-of-pocket expenditure on health services (excluding transportation and health insurance) of one million Kip or more per episode of illness. Estimating the cost of this strategy requires household survey data on health expenditure. Although the LECS data are not perfect for this purpose (the diary data refer to the entire household’s expenditure during the calendar month, not to expenditure on a given episode of illness), they provide the only national-level data on household out-of-pocket expenditure (OOP).
 Unfortunately, we do not yet have access to the LECS IV data for 2007/08. Instead, data on OOP expenditure from the LECS III for 2002/03 was used, after converting the 2002/03 OOP expenditure into 2007/08 “prices.”
 The LECS III data indicate that 0.93% of households in Vientiane Capital reported OOP expenditure in excess of one million Kip (or 11.11% of households annually), while the mean level of OOP expenditure above one million Kip was 1,445,590 Kip, or $171.25 at an exchange rate of $1=8,500 Kip), implying that the average amount eligible for a loan is 445,590 Kip, or $52.42 (i.e., 1,445,590 Kip minus a one million Kip deductible). It was assumed that CBHI is available to the following percentages of Vientiane Capital households in each year: 2010 (44%), 2011 (60%), 2012 (70%) 2013 (80%), 2014 (100%), and 2015 (100%). It was also assumed that 50% of eligible households would request a loan and that 20% of the loans would not be repaid (the cost of this strategy).

2.4.2 Introduce direct reimbursement by the Government of catastrophic health care expenditure in excess of a certain amount (e.g., one million Kip per episode of illness)

It was assumed that this strategy would apply to all households (urban and rural) outside of Vientiane Capital in areas in which CBHI is not yet available. The same methods as used with Strategy 2.4.1 were used to estimate the annual percentage of households with OOP expenditure above one million Kip (3.24%) and the mean catastrophic expenditure among these households (1,525,692 Kip, or $179.49 at an exchange rate of $1=8,500 Kip), implying that the average amount eligible for reimbursement is $61.84 (i.e., 1,525,692 Kip minus a one million Kip deductble). It was assumed that CBHI was not yet available in the following numbers of districts outside of Vientiane Capital in each year (based on the assumptions for Strategy 2.2.3: 2010 (102), 2011 (83), 2012 (64), 2013 (43), 2014 (22) and 2015 (0).

2.5.1 Regulate drug prices effectively in government health facilities

It was assumed that implementation of this strategy would require two months of international TA and 10 MOH meetings.

2.5.2 Change the structure of user fees from the current system, which provides incentives for over-prescribing drugs, supplies and ancillary services

It is assumed that this strategy will have no costs because the implementation of Strategy 2.1.5 (implementation of cost-based user fees for all goods and services) will remove this incentive.

3.1.1 Collect reliable data on household out-of-pocket expenditure on medical care

It is assumed that a revised set of questions would be included in an existing household survey, such as the LECS or the MICS/DHS. It is assumed that only two months of international TA would be required to implement this strategy (i.e., one month to design a new health utilization and expenditure module and one month to analyze the data).

3.1.2 Collect data that can be used to monitor conditions in the district health system

It is assumed that a Public Expenditure Tracking Survey (PETS) will be done every two years (beginning in 2010) at a cost per survey of $250,000 (including TA).

3.2.1 Develop the capacity to cost health services at all levels

It is assumed that implementation of this strategy will require four months of international TA.

3.2.2 Use the HMIS data effectively for policy making, planning, monitoring and evaluation

It is assumed that implementation of this strategy will require two months of international TA.

3.2.3 Evaluate health equity funds and improve targeting mechanisms

It is assumed that implementation of this strategy will require three months of international TA and a special household survey in 2012 to evaluate health equity funds at a cost of $250,000.

3.2.4 Build effective working relationships with other health system research and data collection agencies

It is assumed that implementation of this strategy will involve sending 20 Lao representatives to attend international conferences or meetings (at a cost of $3,000 per attendee) and sponsorship of 10 research studies (at $50,000 per study).

Annex 2. Estimated cost of individual strategies

Table 12. Estimated cost in US dollars of the individual strategies by year, 2010-2015
	Strategy
	2010
	2011
	2012
	2013
	2014
	2015
	Totals
	%

	1.1.1 Increase the salaries of district health workers in rural areas and provide hardship allowances in remote areas
	$0
	$193,013
	$431,592
	$720,520
	$1,065,850
	$1,476,602
	$3,887,576
	3.7%

	1.1.2 Supplement the salaries and allowances of rural district health workers with performance-based incentives
	$0
	$315,527
	$657,760
	$1,037,571
	$1,467,678
	$1,965,221
	$5,443,758
	5.2%

	1.1.3 Increase the level of non-salary recurrent expenditure in the district health system
	$0
	$1,062,857
	$2,244,193
	$3,550,469
	$4,988,125
	$6,569,922
	$18,415,567
	17.6%

	1.2.1 Use needs based norms to allocate recurrent health expenditure among provinces and districts
	$20,800
	$0
	$0
	$0
	$0
	$0
	$20,800
	0.0%

	1.2.2 Pool donor resources supporting the district health system
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	0.0%

	1.2.3 Make districts accountable for the funding they receive through results-based planning and budgeting
	$94,812
	$98,130
	$101,270
	$104,409
	$107,542
	$110,768
	$616,931
	0.6%

	1.2.4 Provide additional technical support as needed to provincial and district health offices and hospitals, including from Non-State Partners
	$412,000
	$852,840
	$1,320,196
	$1,814,830
	$2,336,593
	$2,406,691
	$9,143,151
	8.7%

	1.3.1 Invest in the capacity of referral hospitals to provide good-quality MNCH and RH services
	$0
	$1,186,500
	$1,295,603
	$218,207
	$218,207
	$218,207
	$3,136,724
	3.0%

	1.3.2  Make cost-effective MNCH and RH services free to all patients by substituting public funding for user fees
	$668,946
	$1,510,169
	$2,692,279
	$4,366,782
	$4,686,898
	$5,036,339
	$18,961,412
	18.1%

	1.3.3 Pilot innovative approaches to strengthen demand for cost-effective RH and MCH/RH services in rural areas
	$375,349
	$383,982
	$392,813
	$401,848
	$411,091
	$420,546
	$2,385,629
	2.3%

	1.4.1 Use health equity funds or 100%-subsidized CBHI to finance a comprehensive package of basic health services for the poor 
	$1,569,893
	$2,409,000
	$3,285,876
	$4,201,814
	$5,158,147
	$6,156,249
	$22,780,980
	21.7%

	2.1.1 Define a comprehensive package of cost-effective curative health services to meet curative health care priorities during the period of the strategy
	$31,000
	$0
	$0
	$0
	$0
	$0
	$31,000
	0.0%

	2.1.2 Establish quality standards for the services in the comprehensive package of services
	$0
	$42,000
	$0
	$0
	$0
	$0
	$42,000
	0.0%

	2.1.3 Assess the capacity of hospitals at all levels to provide the comprehensive package of services
	$0
	$0
	$42,867
	$42,867
	$42,867
	$0
	$128,600
	0.1%

	2.1.5 Revise hospital fees to reflect actual costs and to be consistent with Government health policies
	$0
	$0
	$0
	$45,000
	$0
	$0
	$45,000
	0.0%

	2.1.6 Introduce hospital accreditation for private hospitals and private clinics with beds
	$0
	$0
	$50,000
	$27,000
	$0
	$0
	$77,000
	0.1%

	2.2.1 Increase employer compliance in the SSO scheme
	$41,000
	$0
	$0
	$0
	$0
	$0
	$41,000
	0.0%

	2.2.2 Improve compliance in the CBHI scheme with existing regulations on waiting periods and drop-outs
	$21,000
	$0
	$0
	$0
	$0
	$0
	$21,000
	0.0%

	2.2.3 Expand the geographical coverage of SASS, SSO and CBHI schemes
	$494,000
	$514,000
	$532,000
	$588,200
	$602,780
	$527,902
	$3,258,882
	3.1%

	2.2.4 Adjust CBHI premiums to reflect actual utilization in each locality and partially subsidize CBHI for the non-poor 
	$83,301
	$255,652
	$697,419
	$1,365,899
	$2,266,436
	$3,438,548
	$8,107,255
	7.7%

	2.2.5 Develop the capacity of all social health protection schemes as effective purchasers of health services
	$40,000
	$20,000
	$20,000
	$20,000
	$20,000
	$20,000
	$140,000
	0.1%

	2.2.6 Introduce mixed provider payment mechansms (e.g., capitation with performance-based incentives or capitation with supplemental case-based payments)
	$20,000
	$20,000
	$20,000
	$0
	$0
	$0
	$60,000
	0.1%

	2.2.7 Consider modifying and varying benefit packages between and within the various social health insurance schemes
	$40,000
	$20,000
	$0
	$0
	$0
	$0
	$60,000
	0.1%

	2.3.1 Develop an operational plan for merging the four schemes
	$42,000
	$22,000
	$22,000
	$0
	$0
	$0
	$86,000
	0.1%

	2.3.2 Pilot the merged social health protection schemes in selected provinces
	$0
	$0
	$0
	$302,000
	$302,000
	$2,000
	$606,000
	0.6%

	2.3.3 Establish national standards for health equity funds
	$0
	$0
	$0
	$0
	$41,000
	$0
	$41,000
	0.0%

	2.4.1 Expand access to low-cost emergency loans to cover catastrophic healthcare costs
	$44,395
	$33,765
	$26,886
	$19,011
	$0
	$0
	$124,056
	0.1%

	2.4.2 Introduce direct reimbursement by the Government of catastrophic  healthcare expenditure in excess of a certain amount
	$1,367,446
	$1,185,977
	$971,863
	$693,266
	$376,217
	$0
	$4,594,770
	4.4%

	2.5.1 Regulate drug prices effectively in government health facilities
	$90,000
	$50,000
	$50,000
	$50,000
	$50,000
	$50,000
	$340,000
	0.3%

	2.5.2 Change the structure of user fees from the current system, which provides incentives for over-prescribing drugs, supplies and ancillary services
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	0.0%

	3.1.1 Collect reliable data on household out-of-pocket expenditure on medical care
	$20,000
	$20,000
	$0
	$0
	$0
	$0
	$40,000
	0.0%

	3.1.2 Collect data that can be used to monitor conditions in the district health system
	$250,000
	$0
	$250,000
	$0
	$250,000
	$0
	$750,000
	0.7%

	3.2.1 Develop the capacity to cost health services at all levels
	$90,000
	$70,000
	$70,000
	$50,000
	$50,000
	$50,000
	$380,000
	0.4%

	3.2.2 Use the HMIS data effectively for policy making, planning, monitoring and evaluation
	$70,000
	$40,000
	$20,000
	$20,000
	$20,000
	$20,000
	$190,000
	0.2%

	3.2.3 Evaluate and improve targeting mechanisms
	$0
	$0
	$270,000
	$40,000
	$0
	$0
	$310,000
	0.3%

	3.2.4 Build effective working relationships with other health system research and data collection agencies
	$56,000
	$62,000
	$112,000
	$112,000
	$112,000
	$112,000
	$566,000
	0.5%

	Totals
	$5,941,942
	$10,367,411
	$15,576,618
	$19,791,694
	$24,573,432
	$28,580,995
	$104,832,091
	100.0%

	Totals per capita
	$0.9
	$1.6
	$2.4
	$2.9
	$3.6
	$4.1
	$2.6
	 

	Only HFS
	$4,485,647
	$4,862,524
	$6,542,181
	$7,681,467
	$9,398,989
	$10,487,467
	$43,458,274
	 

	Only HFS per capita
	$0.71
	$0.76
	$1.00
	$1.14
	$1.37
	$1.49
	$1.08
	 

	
	$0.71
	$0.76
	$1.00
	$1.14
	$1.37
	$1.49
	$1.08
	 


Source: See Annex 1 for assumptions.
TAblle

Table 1. Health outcomes in some low-income Asian countries, 2007 

	Indicator
	Bangladesh
	Cambodia
	India
	Lao PDR
	Myanmar
	Nepal
	Vietnam

	Life expectancy at birth, total population (years)
	64
	60
	65
	64
	62
	64
	74

	Infant mortality rate
	47
	70
	54
	56
	74
	43
	13

	Under 5 mortality rate
	61
	91
	72
	70
	103
	55
	15

	Maternal mortality ratio (estimated, per 100,00 live births)
	570
	540
	450
	660
	380
	830
	159

	Total fertility rate
	2.8
	3.2
	2.7
	3.2
	2.1
	3.0
	2.1

	Malnutrition prevalence, weight for age (% of children under 5)
	39
	28
	44
	37*
	30*
	39
	20

	TB incidence per 100,000 persons
	223
	495
	168
	151
	171
	173
	171

	HIV/AIDS prevalence (% of population ages 15-49)
	NA
	0.8
	0.3
	0.2
	0.7
	0.5
	0.5

	Immunization, measles (% of children ages 12-23 months)
	88
	79
	67
	40
	81
	81
	83

	Contraceptive prevalence (% of married women, ages 15-49)
	56
	40
	56
	38
	37*
	48
	76

	Pregnant women receiving prenatal care (%)
	51
	69
	74
	35**
	76*
	44
	91

	Births attended by skilled health staff (%)
	18
	44
	47
	20**
	57*
	19
	88

	GNI per capita, Atlas method (current US$)
	520
	600
	1,070
	740
	NA
	400
	890

	Literacy rate (% of population ages 15+)
	53
	76
	66
	73
	90*
	57
	90*

	Population density per sq. klm.
	1,101
	80
	343
	25
	72
	191
	259

	Total health expenditure (% of GDP)
	3.2
	5.9
	3.6
	4.0
	2.2
	5.1
	6.6

	Public health expenditure (% of GDP)
	1.0
	1.5
	0.9
	0.7
	0.3
	1.6
	2.1

	Private health expenditure (% of GDP)
	2.2
	4.4
	2.7
	3.3
	1.9
	3.5
	4.5

	Total health expenditure per capita (current US$)
	12
	30
	29
	24
	5
	17
	46


Source: World Bank (unless otherwise indicated)

* Refers to the year 2000

** Data obtained from the 2006 Multiple Indicator Cluster Survey (MICS3
Table 2. Status of the health MDGs in Lao PDR

	MDG No.
	Indicator
	Baseline value
	Baseline year
	Target, 2015
	Recent value
	Year
	Source

	1.8
	Prevalence of  underweight children under 5 years
	44
	1993
	22
	37
	2006
	MICS3

	1.8a 
	Prevalence of stunting in children under 5 years (new)
	48
	1993
	34
	40
	2006
	MICS3

	4.1
	Under 5 mortality rate 
	170
	1995
	80
	98
	2005
	Population Census

	4.2
	Infant mortality rate (number of deaths under one year of age per 1,000 live births)
	104
	1995
	49
	70
	2005
	Population Census

	4.3
	Immunization against measles (% of children ages 12-23 months)
	68
	1995
	90
	69
	2005
	MOH Immunization Centre

	5.1
	Maternal mortality ratio (pregnancy-related deaths per 100,000 live births)
	650
	1995
	260
	405
	2005
	Population Census

	5.2
	Births attended by skilled health personnel (%)
	14
	1994
	50
	23
	2006
	MICS3 (weighted)

	5.3
	Contraceptive prevalence rate (% of married women ages 15-49)
	20
	1994
	No target
	38
	2005
	Lao Reproductive Health Survey

	5.4
	Antenatal care coverage
	96
	2000
	No target
	76
	2005
	MOH data

	5.5
	Age-specific fertility rate
	21
	2000
	No target
	28.5
	2005
	Lao Reproductive Health Survey

	5.6
	Unmet need for family planning (dropped)
	40
	2000
	No target
	27
	2005
	Lao Reproductive Health Survey

	6.1
	HIV prevalence among general population (%)
	0.06
	2001
	<1
	0.1
	2007
	CHAS, WHO, UNAIDS

	6.2
	HIV prevalence among high-risk groups, 15-49 years old (%)
	0.4
	2001
	<5%
	NA
	
	CHAS, WHO, UNAIDS

	6.3
	HIV prevalence among service women, 15-49 years old (%)
	0.9
	2001
	<5%
	2
	2004
	CHAS, WHO, UNAIDS

	6.4
	Percentage of condom use among service women
	NA
	
	No target
	54.4
	2004
	CHAS, WHO, UNAIDS

	6.5 
	Proportion of population with advanced HIV infection with access to antiretroviral drugs
	NA
	
	No target
	NA
	
	

	6.6
	Death rate associated with malaria (per 100,000 population)
	9
	1990
	0.2
	0.4
	2006
	CMPE

	
	
	
	
	
	
	
	

	6.7
	Morbidity rate due to malaria (confirmed cases per year per 1,000 population)
	10
	1991
	No target
	3
	2006
	CMPE

	6.8
	Proportion of children under 5 sleeping under bed nets
	NA
	
	
	87
	2006
	MICS3

	6.9 
	Prevalence of tuberculosis (per 100,000 population)
	472
	1990
	240
	306
	2005
	WHO

	6.10
	Proportion of tuberculosis cases detected and cured under Directly Observed Treatment Short Course (DOTS)

-Detected

-Cured
	NA

NA
	
	70

85
	72

90
	2005

2005
	WHO

WHO


Source: Government of Lao PDR and the United Nations,  Millennium Development Goals: Progress Report Lao PDR, Vientiane (2008).
Note: CHAS=Centre for HIV/AIDS/STI, CMPE=Centre for Malaria, Parasitology and Entomology.
Table 3. Geographical differences in selected reproductive health indicators, 2005

	Indicator
	Vientiane Capital
	Best value in another province
	Province
	Worst value in another province
	Province
	National

	Total fertility rate, based on births 5 years before the survey (number of births per woman)
	2.1
	3.1
	Borikhamxay
	6.3
	Sekong
	4.9

	Women ages 15-19 who have begun childbearing (%)
	1.7
	11.0
	Champasack
	24.1
	Huaphanh
	16.8

	Women ages 15-49 who know at least one modern method of family planning (%)
	98.8
	99.3
	Vientiane P.
	68.4
	Sekong
	88.5

	Current contraceptive use (any method), married women ages 15-49 (%)
	50.9
	58.0
	Xayabury
	15.0
	Sekong
	38.4

	Current contraceptive use (modern method), married women ages 15-49 (%)
	37.7
	57.2
	Xayabury
	12.6
	Sekong
	35.0

	Married women ages 15-19 who have been sterilized (%)
	6.3
	17.9
	Bokeo
	0.0
	Xaysomboun S.R.
	4.7

	Married women ages 15-19 who had sex before age 15 (%)
	2.3
	3.4
	Champasack
	31.2
	Huaphanh
	11.5

	Unmet need for family planning among married women ages 15-49 (%)
	23.2
	17.8
	Borikhamxay
	39.9
	Sekong
	27.3

	Infant mortality rate (per 1,000 live births)
	34.0
	10.6
	Vientiane P.
	99.7
	Khammuane
	55.7

	Under-5 mortality rate (per 1,000 live births)
	34.0
	12.4
	Vientiane P.
	105.8
	Luang Prabang
	67.9

	Live births 5 years before survey whose mothers received some antenatal care (%)
	91.4
	79.0
	Vientiane P.
	10.7
	Phongsaly
	28.5

	Live births 5 years before survey, born in a central hospital (%)
	43.2
	1.6
	Vientiane P.
	0.0
	8 provinces
	1.8

	Live births 5 years before survey, born in a provincial hospital (%)
	16.5
	11.0
	Bokeo
	0.6
	Phongsaly
	5.1

	Live births 5 years before survey, born in any  hospital (%)
	71.2
	20.9
	Borikhamxay
	4.2
	Phongsaly, Huaphanh
	11.7

	Live births 5 years before survey assisted by a doctor (%)
	66.9
	14.2
	Borikhamxay
	1.2
	Phongsaly
	8.1

	Live births 5 years before survey assisted by a health worker (%)
	83.8
	28.4
	Borikhamxay
	8.7
	Phongsaly
	18.5

	Children under 5 with cough and rapid breathing during the past 2 weeks who received treatment (%)
	100.0
	100.0
	Champasack
	35.7
	Phongsaly
	76.1

	Children under 5 with diarrhea during the past 2 weeks (%)
	1.5
	1.4
	Bokeo
	14.5
	Oudomxay
	5.7

	Women ages 15-49 who have heard of HIV/AIDS (%)
	78.9
	86.3
	Vientiane P.
	24.4
	Phongsaly
	55.8

	Men who think that it is not easy to recognize a person infected with HIV/AIDS (%)
	54.0
	56.7
	Savannakhet
	26.7
	Phongsaly
	43.5


Source: Ministry of Planning and Investment, Department of Statistics, “The Provincial Report of the Lao Reproductive Health Survey 2005,” Vientiane (2009).
Table 4. Key maternal and child health and nutrition outcomes by wealth quintile, 2006

	
	Wealth quintile
	

	Indicator (* indicates MDG indicator)
	Poorest 20%
	Next poorest 20%
	Middle 20%
	Next richest 20%
	Richest 20%
	Lao PDR

	Weight for age (less than two standard deviations below international norms), children under 5*
	43.9
	38.0
	39.9
	32.7
	18.2
	37.1

	Weight for age (less than three standard deviations below international norms), children under 5
	12.6
	9.8
	8.0
	5.8
	3.4
	9.0

	Height for age (less than two standard deviations below international norms), children under 5
	52.6
	44.1
	37.4
	32.2
	16.8
	40.4

	Height for age (less than three standard deviations below international norms), children under 5
	25.0
	17.0
	13.8
	7.5
	3.4
	15.8

	Vitamin A during past 6 months, children ages 6-59 mos. (%)
	16.8
	15.7
	19.8
	19.2
	22.1
	18.1

	Mothers receiving Vitamin A supplement within two months of delivery (%)
	11.3
	12.7
	18.5
	22.8
	38.6
	17.9

	Children ages 12-23 months vaccinated against measles,  (%)*
	32.8
	32.1
	45.8
	45.0
	60.0
	40.2

	Children ages 12-23 months vaccinated against all childhood diseases,  (%)
	18.3
	19.9
	35.1
	31.8
	44.8
	27.1

	Women delivering during past two years protected against tetanus (%)
	45.7
	45.7
	60.3
	72.4
	74.0
	55.5

	Women delivering during past two years who received antenatal care from a doctor (%)
	8.9
	14.4
	16.8
	36.5
	71.9
	23.3

	Women delivering past two years who received antenatal care from any skilled personnel (%)*
	16.3
	24.4
	31.2
	54.9
	87.6
	35.1

	Women receiving antenatal care for whom blood sample was taken (%)
	2.0
	2.8
	5.5
	10.6
	44.1
	9.3

	Women receiving antenatal care for whom blood pressure was measured (%)
	8.1
	12.1
	17.1
	39.5
	78.7
	23.8

	Women receiving antenatal care for whom urine specimen was taken (%)
	3.3
	5.3
	7.6
	14.4
	45.4
	11.4

	Women receiving antenatal care for whom weight was measured (%)
	13.9
	18.6
	27.6
	52.3
	86.1
	31.8

	Women receiving antenatal care who were given information about HIV prevention (%)
	2.5
	2.9
	6.0
	16.0
	22.3
	7.6

	Women delivering during past two years whose delivery was assisted by a doctor (%)
	1.4
	5.2
	9.1
	22.7
	70.9
	15.4

	Women delivering during past two years whose delivery was assisted by any skilled personnel (%)*
	3.0
	8.6
	14.3
	32.8
	81.2
	20.3

	Women delivering during past two years who delivered in a health facility (%)
	2.8
	6.7
	10.1
	27.0
	72.6
	17.1


Source: Department of Statistics and UNICEF, Lao PDR Multiple Indicator Cluster Survey 2006, Final report (2008).
* indicates MDG
Table 5. Key maternal and child health and nutrition outcomes by language group, 2006

	
	Language group
	

	Indicator
	Lao
	Kammu
	Hmong
	Other language
	Lao PDR

	Weight for age (less than two standard deviations below international norms), children under 5*
	33.8
	37.3
	28.2
	54.3
	37.1

	Weight for age (less than three standard deviations below international norms), children under 5
	7.3
	8.8
	4.1
	18.3
	9.0

	Height for age (less than two standard deviations below international norms), children under 5
	31.9
	48.5
	47.2
	53.8
	40.4

	Height for age (less than three standard deviations below international norms), children under 5
	10.4
	19.7
	18.5
	26.5
	15.8

	Vitamin A during past 6 months, children ages 6-59 mos. (%)
	20.1
	20.0
	10.4
	17.1
	18.1

	Mothers receiving Vitamin A supplement within two months of delivery (%)
	22.3
	17.6
	10.2
	12.1
	17.9

	Children ages 12-23 months vaccinated against measles,  (%)
	49.3
	30.1
	20.2
	36.2
	40.2

	Children ages 12-23 months vaccinated against all childhood diseases,  (%)
	36.1
	16.1
	11.6
	19.5
	27.1

	Women delivering past two years protected against tetanus (%)
	63.1
	57.7
	34.2
	49.6
	55.5

	Women delivering during past two years who received antenatal care from a doctor (%)
	33.6
	19.9
	9.0
	7.9
	23.3

	Women delivering past two years who received antenatal care from any skilled personnel (%)
	49.1
	31.5
	10.3
	18.0
	35.1

	Women receiving antenatal care for whom blood sample was taken (%)
	15.4
	4.3
	1.8
	1.6
	9.3

	Women receiving antenatal care for whom blood pressure was measured (%)
	34.8
	21.2
	7.9
	7.2
	23.8

	Women receiving antenatal care for whom urine specimen was taken (%)
	16.7
	10.7
	4.6
	2.0
	11.4

	Women receiving antenatal care for whom weight was measured (%)
	45.4
	26.9
	9.7
	14.3
	31.8

	Women receiving antenatal care who were given information about HIV prevention (%)
	11.3
	7.2
	1.4
	2.0
	7.6

	Women delivering during past two years whose delivery was assisted by a doctor (%)
	24.4
	7.4
	6.3
	2.6
	15.4

	Women delivering during past two years whose delivery was assisted by any skilled personnel (%)
	31.8
	10.4
	7.1
	5.3
	20.3

	Women delivering during past two years who delivered in a health facility (%)
	27.3
	7.8
	5.9
	4.1
	17.1


Source: Department of Statistics and UNICEF, Lao PDR Multiple Indicator Cluster Survey 2006, Final report (2008).
* indicates MDG
Table 6. Comparison of government health financing indicators among selected Asian countries, 2006

	Location
	Total health  expend. as % of GDP, 2006
	Domestically financed govt. health expend. as % of GDP
	Externally financed govt. health expend. as % of GDP
	Private health expend. as % of GDP
	Domestically financed govt. health expend. as % of total govt. expend.
	Total health expenditure per capita (current US$)
	Domestically financed govt. health expend. per capita (current US$)

	Afghanistan
	5.4
	0.4
	1.1
	3.9
	1.2
	23
	1.70

	Bangladesh
	3.1
	0.7
	0.5
	2.0
	4.5
	13
	2.89

	Cambodia
	6.0
	0.2
	1.3
	4.4
	1.6
	30
	1.14

	China
	4.5
	1.9
	0.0
	2.6
	9.9
	90
	37.71

	India
	4.9
	0.9
	0.0
	3.9
	3.3
	39
	7.37

	Indonesia
	2.2
	1.1
	0.1
	1.1
	5.1
	34
	16.35

	Lao PDR
	3.6
	0.2
	0.5
	2.9
	1.3
	22
	1.47

	Malaysia
	4.3
	1.9
	0.0
	2.4
	7.0
	255
	115.26

	Mongolia
	5.1
	4.2
	0.1
	0.8
	10.7
	53
	43.25

	Myanmar
	2.3
	0.1
	0.3
	1.9
	0.3
	4
	0.12

	Nepal
	5.7
	0.8
	0.9
	4.0
	4.5
	17
	2.52

	Pakistan
	2.0
	0.3
	0.1
	1.7
	1.0
	16
	2.11

	Philippines
	3.3
	1.2
	0.1
	2.0
	5.9
	45
	16.34

	Sri Lanka
	4.2
	2.0
	0.1
	2.1
	8.1
	60
	28.80

	Thailand
	3.5
	2.2
	0.0
	1.2
	11.2
	113
	72.43

	Timor-Leste
	16.4
	7.2
	7.3
	1.8
	8.2
	52
	22.98

	Viet Nam
	6.6
	2.0
	0.1
	4.5
	6.3
	46
	13.89


Source: 2009 WHOSIS (World Health Organization)
Table 7. Current status of social health protection schemes (2009)

	
	SASS (new CSS)
	SSO 
	CBHI
	HEFs
	All schemes

	Ministerial authority
	MOLSW
	MOLSW
	MOH
	MOH
	MOLSW, MOH

	Implementation date
	2006
	2002
	2002
	2004
	2002-2006

	Target population
	Civil servants + dependents
	Private sector salaried employees + dependents
	Non-poor self-employed + dependents
	Individuals in households identified as poor
	Total population

	Estimated number of persons in the target population
	399,672 (excluding about 590,000 military and police and their dependents)
	386,988
	About 3 million persons
	About 1.6 million persons
	About 6 million

	Coverage (average 2008)
	92,780 (new scheme only)
	86,690
	72,000
	125,000
	376,470

	Coverage as % of targeted population
	23.2%
	22.4%
	2.4%
	7.8%
	6.3%


Sources: Dr. Aviva Ron and Bart Jacobs, “Suggestions for a Road Map Towards Merging Social Health Protection Schemes at Lao P.D.R.,” Draft report submitted to WHO and MOH (June 2009); MOH, “CBHI Report on 2009 first semester” (June 2009); Dr. Chansaly Phommavong, “Health Equity Funds (FEF) for the Poor in Lao PDR,” Presentation at the 7th meeting of the Technical Working Group on Health Planning and Financing (December 3, 2009).
Strategy for the Asia and Pacific Region (2010-2015).

Table 8. Strategic objectives and sub-objectives of the health financing strategy in relation to the three health financing functions and to the main action areas of the WHO/WPRO Health Financing Strategy for the Asia and Pacific Region (2010-2015)

	Objective/Sub-objective
	Health financing function(s)
	WHO/WPRO Health Financing Strategy for the Asia and Pacific Region (2010-2015)*

	SO#1:  Increase investment and public health spending especially from domestic sources
	Collection
	Action area 1

	1.1. Increase and secure domestic revenues for health
1.2. Alignment and harmonization of donors support

	Collection
	Action area 1 and 3

Action area 2

	SO #2: Improve health and nutrition outcomes, especially among the poor
	
	

	2.1 Increase the financial resources available to the health sector, especially for primary health care at district level and below 
	Collection
	Action areas 1 and 3

	2.2 Improve the performance to provide cost-effective PHC, especially cost-effective maternal, neonatal, child and reproductive health services at district level
	Purchasing
	Action areas 2 and 3 

	2.3 Improve access to good-quality, cost-effective MNCH and RH services 
	Purchasing
	Action areas 6

	2.4 Ensure access of the poor to a comprehensive package of primary  health care services
	Purchasing, Pooling
	Action area 6

	SO #3: Build on progress already made to ensure that all Lao people have access to good-quality, affordable and sustainable health services by the year 2025
	
	

	3.1 Strengthen the capacity of hospitals at all levels to provide a comprehensive package of cost-effective health care services that meet or exceed current priority curative health care needs and quality standards
	Purchasing
	Action area 3

	3.2 Expand the coverage of existing social health insurance schemes 
	Pooling
	Action areas 4 and 5

	3.3 Develop and implement an operational plan to merge all existing social health protection schemes by 2015
	Pooling
	Action area 4

	3.4 Protect the uninsured non-poor from the risk of catastrophic health care expenditure in the areas where CBHI is not yet available
	Pooling
	Action area 6

	3.5 Limit the negative effects of user fees for the uninsured in government health facilities
	Purchasing
	Action area 3 and 5

	SO #4: Strengthen the management capacity and evidence & information for policy-making
	
	

	4.1 Improve the quantity and quality of health financing data available for planning and policy research
	NA
	Action areas 7 and 8

	4.2 Develop the capacity to do good-quality policy research on health financing issues
	NA
	Action areas 7 and 8


* The eight main action areas of the WHO/WPRO Health Financing Strategy for the Asia and Pacific Region (2010-2015) are: (1) increasing investment and public spending on health, (2) improving aid effectiveness for health, (3) Improving efficiency by rationalizing health expenditures, (4) increasing the use of prepayments and pooling, (5) improving provider payment methods, (6) strengthening safety-net mechanisms for the poor and vulnerable, (7) improving evidence and information for policy-making, and (8) improving monitoring and evaluation of policy changes.
Table 9. Estimated cost (millions of US$) by strategic sub-objective and by year, 2010-2015

	Strategy
	Y2010
	Y2011
	Y2012
	Y2013
	Y2014
	Y2015
	Total 5 Years
	%

	1.1 Increase the financial resources available to the district health system
	$0.0
	$1.6
	$3.3
	$5.3
	$7.5
	$10.0
	$27.7
	26.5%

	1.2 Improve the performance of the district health system in providing cost-effective maternal, neonatal, child and reproductive health services
	$0.5
	$1.0
	$1.4
	$1.9
	$2.4
	$2.5
	$9.8
	9.3%

	1.3 Improve access to good-quality, cost effective MNCH and RH services
	$1.0
	$3.1
	$4.4
	$5.0
	$5.3
	$5.7
	$24.5
	23.4%

	1.4 Ensure access of the poor to a comprehensive package of basic health services
	$1.6
	$2.4
	$3.3
	$4.2
	$5.2
	$6.2
	$22.8
	21.7%

	2.1 Strengthen the capacity of hospitals at all levels to provide a comprehensive package of cost-effective curative health services….
	$0.0
	$0.0
	$0.1
	$0.1
	$0.0
	$0.0
	$0.3
	0.3%

	2.2 Expand the coverage of existing social health insurance schemes
	$0.7
	$0.8
	$1.3
	$2.0
	$2.9
	$4.0
	$11.7
	11.1%

	2.3 Develop and implement an operational plan for the merger of all social health protection schemes by 2015
	$0.0
	$0.0
	$0.0
	$0.3
	$0.3
	$0.0
	$0.7
	0.7%

	2.4 Protect the uninsured non-poor from the risk of catastrophic health care expenditure in areas where CBHI is not available
	$1.4
	$1.2
	$1.0
	$0.7
	$0.4
	$0.0
	$4.7
	4.5%

	2.5 Limit the negative effects of user fees for the uninsured in government health facilities
	$0.1
	$0.1
	$0.1
	$0.1
	$0.1
	$0.1
	$0.3
	0.3%

	3.1 Improve the quantity and quality of health financing data available for planning and policy research
	$0.3
	$0.0
	$0.3
	$0.0
	$0.3
	$0.0
	$0.8
	0.8%

	3.2 Develop the capacity to do good quality policy research on health financing issues
	$0.2
	$0.2
	$0.5
	$0.2
	$0.2
	$0.2
	$1.4
	1.4%

	Total in millions of US$
	$5.9
	$10.4
	$15.6
	$19.8
	$24.6
	$28.6
	$104.8
	100%

	Total per capita in US$
	$0.9
	$1.6
	$2.4
	$2.9
	$3.6
	$4.1
	$2.6
	

	Total HFS only in millions of  US$
	$4.5
	$4.9
	$6.5
	$7.7
	$9.4
	$10.5
	$43.5
	

	Total HFS only per capita in US$
	$0.7
	$0.8
	$1.0
	$1.1
	$1.4
	$1.5
	$1.1
	


Source: Table 12, Annex 2.

Table 10. Estimated cost per capita (US$) by strategic sub-objective and by year, 2010-2015

	Strategy
	Y2010
	Y2011
	Y2012
	Y2013
	Y2014
	Y2015
	Average 
	%

	1.1 Increase the financial resources available to the district health system
	$0.00
	$0.24
	$0.51
	$0.79
	$1.09
	$1.42
	$0.68
	26.2%

	1.2 Improve the performance of the district health system in providing cost-effective maternal, neonatal, child and reproductive health services
	$0.08
	$0.15
	$0.22
	$0.29
	$0.36
	$0.36
	$0.24
	9.3%

	1.3 Improve access to good-quality, cost effective MNCH and RH services
	$0.17
	$0.48
	$0.67
	$0.74
	$0.77
	$0.81
	$0.61
	23.4%

	1.4 Ensure access of the poor to a comprehensive package of basic health services
	$0.25
	$0.38
	$0.50
	$0.63
	$0.75
	$0.88
	$0.56
	21.8%

	2.1 Strengthen the capacity of hospitals at all levels to provide a comprehensive package of cost-effective curative health services….
	$0.00
	$0.01
	$0.01
	$0.02
	$0.01
	$0.00
	$0.01
	0.3%

	2.2 Expand the coverage of existing social health insurance schemes
	$0.12
	$0.13
	$0.19
	$0.29
	$0.42
	$0.57
	$0.29
	11.1%

	2.3 Develop and implement an operational plan for the merger of all social health protection schemes by 2015
	$0.01
	$0.00
	$0.00
	$0.04
	$0.05
	$0.00
	$0.02
	0.7%

	2.4 Protect the uninsured non-poor from the risk of catastrophic health care expenditure in areas where CBHI is not available
	$0.22
	$0.19
	$0.15
	$0.11
	$0.05
	$0.00
	$0.12
	4.7%

	2.5 Limit the negative effects of user fees for the uninsured in government health facilities
	$0.01
	$0.01
	$0.01
	$0.01
	$0.01
	$0.01
	$0.01
	0.3%

	3.1 Improve the quantity and quality of health financing data available for planning and policy research
	$0.04
	$0.00
	$0.04
	$0.00
	$0.04
	$0.00
	$0.02
	0.8%

	3.2 Develop the capacity to do good quality policy research on health financing issues
	$0.03
	$0.03
	$0.07
	$0.03
	$0.03
	$0.03
	$0.04
	1.4%

	Total per capita in US$
	$0.95
	$1.61
	$2.37
	$2.94
	$3.57
	$4.06
	$2.58
	100%

	Only HFS per capita in US$
	$0.71
	$0.76
	$1.00
	$1.14
	$1.37
	$1.49
	$1.08
	


Source: Table 12, Annex 2.
Table 11. Geographical and population coverage of the individual strategies and other sector strategies in which the strategy is already included

	Strategy
	Totals
	% of total cost
	Geographical coverage
	Population coverage (% of total population)
	Included in another strategy

	1.1.1 Increase the salaries of district health workers in rural areas and provide hardship allowances in remote areas
	$3,887,576
	3.71%
	All rural districts
	80.00%
	HRH

	1.1.2 Supplement the salaries and allowances of rural district health workers with performance-based incentives
	$5,443,758
	5.19%
	All rural districts
	80.00%
	HRH

	1.1.3 Increase the level of non-salary recurrent expenditure in the district health system
	$18,415,567
	17.57%
	All rural districts
	80.00%
	PHC

	1.2.1 Use needs based norms to allocate recurrent health expenditure among provinces and districts
	$20,800
	0.02%
	National
	100.00%
	

	1.2.2 Pool donor resources supporting the district health system
	$0
	0.00%
	National
	80.00%
	

	1.2.3 Make districts accountable for the funding they receive through results-based planning and budgeting
	$616,931
	0.59%
	All rural districts
	80.00%
	

	1.2.4 Provide additional technical support as needed to provincial and district health offices and hospitals, including from Non-State Partners
	$9,143,151
	8.72%
	10 provinces*
	50.74%
	HRH, PHC

	1.3.1 Invest in the capacity of referral hospitals to provide good-quality MNCH and RH services
	$3,136,724
	2.99%
	56 districts (4 per referral hospital)
	38.96%
	MNCH

	1.3.2  Make cost-effective MNCH and RH services free to all patients by substituting public funding for user fees
	$18,961,412
	18.09%
	National* (CBHI pop)
	47.77%
	MNCH

	1.3.3 Pilot innovative approaches to strengthen demand for cost-effective RH and MCH/RH services in rural areas
	$2,385,629
	2.28%
	50 health centers in 7 provinces
	5.04%
	MNCH

	1.4.1 Use health equity funds or 100%-subsidized CBHI to finance a comprehensive package of basic health services for the poor 
	$22,780,980
	21.73%
	National
	25.00%
	

	2.1.1 Define a comprehensive package of cost-effective curative health services to meet curative health care priorities during the period of the strategy
	$31,000
	0.03%
	National
	100.00%
	

	2.1.2 Establish quality standards for the services in the comprehensive package of services
	$42,000
	0.04%
	National
	100.00%
	

	2.1.3 Assess the capacity of hospitals at all levels to provide the comprehensive package of services
	$128,600
	0.12%
	National
	100.00%
	

	2.1.5 Revise hospital fees to reflect actual costs and to be consistent with Government health policies
	$45,000
	0.04%
	National
	100.00%
	

	2.1.6 Introduce hospital accreditation for private hospitals and private clinics with beds
	$77,000
	0.07%
	Urban areas
	20.00%
	

	2.2.1 Increase employer compliance in the SSO scheme
	$41,000
	0.04%
	National
	6.16%
	

	2.2.2 Improve compliance in the CBHI scheme with existing regulations on waiting periods and drop-outs
	$21,000
	0.02%
	National
	47.77%
	

	2.2.3 Expand the geographical coverage of SASS, SSO and CBHI schemes
	$3,258,882
	3.11%
	National
	60.30%
	

	2.2.4 Adjust CBHI premiums to reflect actual utilization in each locality and partially subsidize CBHI for the non-poor 
	$8,107,255
	7.73%
	National
	47.77%
	

	2.2.5 Develop the capacity of all social health protection schemes as effective purchasers of health services
	$140,000
	0.13%
	National
	60.30%
	

	2.2.6 Introduce mixed provider payment mechanisms (e.g., capitation with performance-based incentives or capitation with supplemental case-based payments)
	$60,000
	0.06%
	National 
	60.30%
	

	2.2.7 Consider the advisability of modifying and varying benefit packages between and within the various social health insurance schemes
	$60,000
	0.06%
	National
	60.30%
	

	2.3.1 Develop an operational plan for merging the four schemes
	$86,000
	0.08%
	National
	60.30%
	

	2.3.2 Pilot the merged social health protection schemes in selected provinces
	$606,000
	0.58%
	Three provinces
	30.49%
	

	2.3.3 Establish national standards for health equity funds
	$41,000
	0.04%
	National 
	25.00%
	

	2.4.1 Expand access to low-cost emergency loans to cover catastrophic healthcare costs
	$124,056
	0.12%
	Vientian Capital
	12.33%
	

	2.4.2 Introduce direct reimbursement by the Government of catastrophic  healthcare expenditure in excess of a certain amount
	$4,594,770
	4.38%
	All rural
	80.00%
	

	2.5.1 Regulate drug prices effectively in government health facilities
	$340,000
	0.32%
	National
	94.00%
	

	2.5.2 Change the structure of user fees from the current system, which provides incentives for over-prescribing drugs, supplies and ancillary services
	$0
	0.00%
	National
	94.00%
	

	3.1.1 Collect reliable data on household out-of-pocket expenditure on medical care
	$40,000
	0.04%
	National
	100.00%
	

	3.1.2 Collect data that can be used to monitor conditions in the district health system
	$750,000
	0.72%
	National
	80.00%
	

	3.2.1 Develop the capacity to cost health services at all levels
	$380,000
	0.36%
	National
	100.00%
	

	3.2.2 Use the HMIS data effectively for policy making, planning, monitoring and evaluation
	$190,000
	0.18%
	National
	100.00%
	

	3.2.3 Evaluate and improve targeting mechanisms
	$310,000
	0.30%
	National
	25.00%
	

	3.2.4 Build effective working relationships with other health system research and data collection agencies
	$566,000
	0.54%
	National
	100.00%
	

	Totals
	$104,832,091
	100.00%
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� The discussion in this paragraph follows Pablo Gottret and George Schieber, Health Financing Revisisted: A Practitioner’s Guide. Washington DC: The World Bank (2006).


� The values of the indicators in � REF _Ref249435953 \h ��Table 2� are as presented in the published report and are in some cases different from the estimates obtained from recent surveys (e.g., MICS3). 


� Deon Filmer and Lant H. Pritchett, “Estimating Wealth Effects without Expenditure Data—Or Tears: An Application to Educational Enrollment in States of India,” Demography 38(1):115-133 (2001). This methodology, which uses principal components analysis to obtain a “wealth index,” makes it possible to examine inequalities by household income in surveys that do not collect data directly on household income or consumption. The methodology is now routinely used in the large DHS and MICS survey programs.


� See Walaiporn Patcharnarumol, Viroj Tangcharoensathien, Vuthiphan Vongmongkul, Latsamy Seingsoonthone and Chitpranee Vasavid, “Assessment of the Lao Economic and Consumption Survey [LECS] and the estimation of annual national household spending on health. WHO estimates of household out-of-pocket expenditure in 2007 are about twice as high as estimates based on the 2007-08 Lao Household Consumption and Expenditure Survey (LECS). 


� Also see Walaiporn Patharanarumol, Anne Mills and Viroj Tangcharoensathien, “Dealing with the cost of illness: The experience of four villages in Lao PDR,” Journal of International Development 21:212-230 (January 2009); and Walaiporn Patcharanarumol, Latsamy Seingsoonthone, Manythong Vonglokham, and Viroj Tangcharoensathien, “Household costs associated with seeking care in Lao PDR, a study in three tertiary care hospitals, Report, International Health Policy Program, Ministry of Public Health, Thailand and National Institute of Public Health, Ministry of Public Health, Lao PDR (November 2009),


� The term “market failures” is used by economists as circumstances under which the normal operation of markets is inefficient, usually in the sense of under-providing (but in some cases, over-providing) a given type of service. Public goods such as mosquito vector control or health services such as immunization or self-treatment with antibiotics are examples where purely market-determined levels of utilization are usually not optimal for society as a whole.


� The health financing strategy recognizes that the role currently envisaged by the Government for social health insurance as a major health sector financing channel is not accepted by everyone. Some observers favor a health system financed out of general tax revenues, with or without insurance. Strong arguments can be made in support of both positions in this ongoing debate. Ultimately, this issue will need to be resolved at the highest levels of Government. Acceptance of current Government policy regarding the envisaged role of social health insurance in sector financing as a premise should not be interpreted as endorsement of this current policy but rather as a practical decision enabling the development of a meaningful health financing strategy at this time.


� Ministry of Health, “Strategy and Planning Framework for the Integrated Package of Maternal, Neonatal and Child Health Services 2009-2015,” Vientiane (May 2009).


� Includes district health offices, district hospitals (type A and B), health centers and village-level health services.


� Currently, most government health personnel have to engage in other activities in order to support their families. This significantly reduces the social returns to complementary investments in the government health system, including those in training and infrastructure. 


� Includes user fee revenue as well as revenue obtained from social health protection schemes (e.g., social health insurance, health equity funds, vouchers), excluding revenue collected for drugs and supplies.


� See, for example, Jean-Marc Thomé, “Progress Review of Health Sector Financing in Vientiane Province, Lao PDR: Final Report of Health Financing Support from Year 2005 to 2008,” Lux-Development S.A., Project Lao/015 “Health in Vientiane Province, Phase III,” Vientiane (December 2008).


� It is expected that a needs-based formula would reflect local health conditions, socioeconomic characteristics (e.g., poverty) and proxies for the cost of delivering health services (e.g., population density, distance to all-weather roads) and would be phased in over time in order to be minimally disruptive to service delivery.


� Includes domestically financed government expenditure, donor-financed expenditure and the expenditure of social health protection schemes.


� Vouchers or “coupons” can be an effective measure to strengthen demand and to incentivize providers even when there is only one provider. Clients often feel empowered when they use  a voucher to “pay” for their services (as opposed to requesting “free” services), and receipt of the voucher by the provider establishes a strong link between the provider and client that helps to motivate the provider to satisfy the client.


� In Lao PDR, the Global Fund has pioneered the use of conditional cash transfers (CCT) to incentivize TB patients to follow a recommended treatment regimen. More recently, the World Bank-funded Community Nutrition Project intends to use CCTs to motivate pregnant women to obtain an integrated package of MNCH and nutrition services for themselves and their children.


� There is scope for regional cooperation in developing such IEC materials as discussed in the recently approved human resource development strategy for the Greater Mekong Subregion (see Economic Cooperation Program, Greater Mekong Subregion, “Strategic Framework and Action Plan for Human Resources Development in the Greater Mekong Subregion (2009-2012), Asian Development Bank, Manilia (June 2009).


� For example, the national goal in the 2002 Lao Health Master Plan is “to strengthen the ability of the health care system to provide access to regularly available, appropriate, affordable and good quality essential health services that are responsive to people’s needs and expectations, especially for those who are currently underserved or unserved.” 


� According to the WHO strategy, “Universal coverage means that all people have access to a full range of necessary personal and preventive health services of adequate quality, while being protected from catastrophic costs.”


� It is unclear at this point how cost-based fees would be implemented, for example, fees for individual services, flat fees per outpatient visit or inpatient admission, or a flat fee per inpatient admission that varies with the patient’s diagnosis. 


� When implementing cost-based fees, special attention needs to be given to services with low marginal cost relative to average cost (for example, imaging services). If fees for these services are based on average cost (with a large fixed component), hospitals will have a strong incentive to over-prescribe such services. The solution is to base fees for these services on marginal cost, while spreading the large fixed costs of these services over all services.


� This problem is discussed in some detail Peter Annear and Soonman Kwon, “Options for health financing and universal coverage in the Lao PDR,” Policy Discussion Paper, World Health Organization, Vientiane (October 2009).


� The available evidence suggests that this is not the case currently. See, for example, Walaiporn Patcharanrumol and Viroj Tangcharoensathien, “Validating unit cost and assessing capitation for Social Health Insurance,” Mission report, International Health Policy Program, Ministry of Public Health, Thailand (November 2008).


� The health financing strategy does not recommend that loan programs or lending institutions be established under the MOH.


� Excluding the police, military and their dependents. Assuming these groups are also insured by 2015, total population coverage would be about 60%.


� See footnote � NOTEREF _Ref503574300 \h ��4�.


� World Bank, “Public Expenditure Tracking Survey in Primary Education and Primary Health: Making Services Available to the People,” East Asia and Pacific Region, Poverty Reduction and Economic Management Unit. Washington DC (March 2008).


� Lao-Belgian Cooperation for Health, “Developing Effective Integrated District Health Systems in Lao PDR: Experience from Lao-Belgian Health Project Interventions 2004-2009,” Support to Health Sector Reform in the Provinces of Vientiane and Savannakhet, Vientiane (February 2009).


� This cost also does not include support for investment costs, provider remuneration, drugs and supplies, support for provincial health offices, or project management costs.


� WHO, “Implementation Plan for the Delivery of Integrated Package of MNCH Services in Selected Provinces of Lao PDR to be supported by WHO (2009-2010),” Vientiane (August 2009).


� WHO (previously cited reference).


� Lao-Belgian Cooperation for Health (previously cited reference).


� Ministry of Health, “Strategy and Planning Framework for the Integrated Package of Maternal, Neonatal and Child Health Services 2009-2015,” Vientiane (May 2009).


� Ministry of Health and World Health Organization, “Costing the Scale-Up of the Maternal, Neonatal & Child Health Integrated Package in Lao PDR,” Vientiane (September 2009).


� World Bank, “Emergency Project Paper on a Proposed Grant in the Amount of US$ 2 million to the Lao People’s Democratic Republic for a Community Nutrition Project,” (August 2009).


� The population coverage of this strategy (which is intended to support pilots) is assumed to continue at 6.31% of the rural population even after the termination of the CNP.


� Estimate provided by Jean-Marc Thomé.


� Theoretical coverage refers to the actual number of persons eligible to receive HEF benefits (i.e., the persons identified as poor) divided by the estimated size of the targeted population (i.e., 25% of the population in this case). This is “theoretical coverage” because many of those covered will not be in the targeted population, due to targeting errors.


� Alternatively, recall data from the LECS on expenditure on inpatient care during the past 12 months could be used, but that would omit any catastrophic expenditure on outpatient care (which can be very high for chronically ill patients).


� This was done by deflating the catastrophic threshold of one million Kip in 2009 prices into a corresponding threshold for the 2002/03 LECS III using the ratio of mean household out-of-pocket expenditure from the 2002/03 LECS III (208,601 Kip) to mean household out-of-pocket expenditure from the 2007/08 LECS IV (i.e., 418,149 Kip, from the IHPP presentation on November 16, 2009).
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