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Preface

It is with great satisfaction that the Ministry of Health presents the outcomes of the Ist study on the
National Health Accounts for the 2004-2006 fiscal years, data of which were gathered between the
months of July and December of 2008. This report presents the total public expenditure incurred in the
health sector and the flow of funds within the sector disaggregated by financing sources, financial agents,
providers and functions.

The completion of National Health Accounts study is very important for two reasons. First because
we are convinced that the information collected from this exercise which is part of this report, will be
used for assessing the efficiency in the use of resources allocated to the health sector, an issue of special
importance for the decision-makers at all the levels of the National Health Services. Second, the available
data will contribute for further improving the knowledge on health financing issues in Mozambique, key
information for the definition of the National Health Policy.

The merit of this first report on National Health Accounts is that it provides information on the role
of the Ministry of Health and other Government sectors that contribute for preserving and maintaining
the health of Mozambican population and the role of the donor community in the development of the
National Health System, useful information to initiate the discussion on the Financing Strategy for the
Health Sector.

| wish to express my acknowledgement to all entities, singular and collective, who contributed for
the completion of the National Health Accounts in Mozambique and, in particular; the World Health
Organization (WHO) and the United States Agency for International Development (USAID).

| also wish to express my acknowledgement to all the institutions that accepted and collaborated in
the provision of information, as well as to the technical team, whose participation and dedication were
important for the success of the study.

Finally, I would like to encourage the Directorate of Planning and Cooperation of the Ministry of Health
to continue in the short term with the process of compilation of National Accounts in the health
sector, at least for the period of 2007 to 2009 involving, whenever deemed necessary, inter-institutional
partnerships.

Maputo, 2 Junho de 2010
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Executive Summary

The study was conducted with the purpose of providing additional elements on health issues in
Mozambique and to contribute for filling existing financial information gap.The main findings show that the
total expenditure on health in Mozambique in the period being analyzed was about 6.224.717 thousand
MTs in 2004, 8.439.418 thousand MTs in 2005 and 9.380.619 thousand MTs in 2006, representing a
per capita expenditure of [4 USD in 2004, 19 USD in 2005 and 21 USD in 2006, that is, bellow $34
per capita per year recommended in 2001 by the Commission of Macroeconomics and Health for the
provision of the basic essential care in the developing countries.

The total expenditure on health represented 5,3% of the Gross Domestic Product in 2006, one of the
lowest rates among the member states of the Southern Africa Development Community (SADC). The
public expenditure on health represented about 6% of the total public expenditure. The proportion of
public resources allocated to the health sector was about 9% and it was below the Abuja target of 15%.
The donors were the major source of financing for health care provision and acquisition of health goods,
with more than 50%, followed by the public sector. The central and provincial bodies of the Ministry of
Health managed about 70% of the health sector financing.

The curative services and the acquisition of goods and services consumed the highest percentage of the
budget in the period being studied, about 50%, followed by the preventive and administrative services
with about 20% and 24% respectively.
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CHAPTER I

I. INTRODUCTION

The National Health Accounts (NHA) are a useful and workable tool that provides a general framework
for the Health System.The National Health Accounts are used internationally as a tool for assessing the
Health System for further development of solid financial policies with the purpose of improving of the
health status of the population. Using standard methodologies, the National Health Accounts also allows
for comparison on allocations and use of resources between countries.

The health sector financing is one of the key roles of the Health System.The information on expenditure
provided by the National Health Accounts allows improving the knowledge on the financial flows, aiming
at improving the Health system performance and also allowing to assess the functioning of the three
health components: resource generation, resource allocation and its utilization.

Several resolutions and global initiatives on health financing strengthening were approved. These include:
(i) Resolution 58 of the World Health Assembly, (WHA 58), on sustainable health ,financing, health social
insurance and universal coverage; (ii) the Abuja Declaration (2001) urging the member states to allocate
, at least, 15% of their budget to the health sector; (i) the Ougadougou Declaration on Primary Health
Care (PHC) and health systems in Africa that guide the member states to develop and implement health
financing plans and policies.

The attainment of the Millenium Development Goals requires a substancial investment in health. The
Mozambican health system is characterized by insufficiency of resources and by increased demand due
to demographic increase, epidemiological transition, emergence of major public health problems, such as
HIV/AIDS and re-emergence of diseases that in the past were easily treated with few financial resources
as, for example: the resurgency of chloroquine resistant strain.

In Mozambique, the situation itself indicates the need of the political decision-makers to be equiped
with reliable information on source and utlization of resources, information that can be provided by the
National Health Accounts. It was in this scope that the Ministry of Health, in collaboration with the World
Health Organization (WHO) and the United States Agency for International Development (USAID),
decided to set up a team responsible for conducting the first exercise of the (2004-2006) National
Health Accounts. The first study on health financing  consisted of the review of the Health Expenditure
incurred in 1998, based on the 1997 data.



1.1 National Health Accounts (NHA)

The National Health Accounts (NHA) are a subsystem of accounts adopted by several countries in the
world with the purpose of systematizing and monitoring the flow of funds in the health system for a given
period of time in order to facilitate the choice of health financing policies.

The National Health Accounts allow measuring the total expenditure on the health area, that is, public
expenditure, private and the other contributions from the external partners. They present the flow of funds
within the health system disaggregated by: (i) Financing Sources, that is, the Ministry of Finance, external partners,
households; (i) Financial Agents, that is, entities deciding on funds utilization and management, for example: the
Ministry of Health, Non-Government Organizations; (iii) Providers, for example: Hospitals, Clinics, Pharmacies;
and (iv) Functions such as Curative Care, Preventive, Reahabilitation, Administration and Management.

In summary, the National Health Accounts respond to four main questions on Health financing policy:

- What is the total health expenditure?

- Who pays for health and how much?

- Who are the main actors of health financing and, in care provision, how important are they in terms of health
expenditure?

- How are the funds distributed to the services and to the interventions undertaken by the health system?

The National Health Accounts model measures the expenditure incurred on health, using a matrix with
four categories: financing sources, financial agents, providers and functions (activities).

The structure of basic matrixes organizes the data on health expenditure in the form of tables as
presented below:

- Matrix |.Financing Sources by Financial Agents.

- Matrix 2. Financial Agents by Providers.

- Matrix 3. Financial Agents by Functions (activities).
- Matrix 4. Providers by Functions (activities).

1.2 General Objective

Provide information on health expenditure for the 2004-2006 period in Mozambique, in accordance with
the international classification.

1.3 Specific Objectives

I. Quantify the total health expenditure;

2. Document the flow of financial resources in the health system by financing sources and financial
agents;

3. Describe the distribution of the total expenditure according to the utilization, that is, by providers
and funtions;



4. Provide information for assessing the health sector financing policy, with particular emphasis on
sustainability issues and of direct payments by households;

5. Provide information for assessing the health sector expenditure policy, for example, the expenditure
on prevention and curative care.

1.4 Study Limitations

During the planning process of the present work, the main difficulties faced are as indicated below:

- Lack of disaggregated financial information that leads to the utilization of the existing information
and of completed studies;

- Information collected lacked consistency ;

- Limited institutional cooperation, making the data collection process slow and, in some cases, the
information was not collected;

- Absence of recent surveys on the households expenditure profile , for this study, the information
on the households results from extrapolation of the households expenditure as per Household
Survey (IAF 2002/2003);

- External funding is understimated, mainly in the projects funds component.

1.5 Report Structure

The report on the findings of the first exercise of the National Health Accounts (2004- 2006) in
Mozambique is structured as follows:

- Chapter | refers to Introduction

- Chapter Il describes the country profile (demographic conditions, economic environment and
epidemiological profile)

- Chapter Il refers to the methodology used

- Chapter IV presents the outcomes of the 2004 — 2006 National Health Accounts;

- ChapterV presents the conclusion and recommendations.






CHAPTER II

2. COUNTRY PROFILE
2.1 Socio-Demographic Characteristics

Mozambique is located in the south-eastern strip of the African Continent, between the parallels 10°27°
and 26°52" of latitude south and between the meridians 30°12" and 40°51 " longitude south. To the
North, it shares the border with Tanzania; to the West with Malawi, Zambia, Zimbabwe and Swaziland;
and to the South with South Africa.

In the Eastern strip is the Indian Ocean covering an area of 2,470 km.This area is of vital importance both
for Mozambique and for the hinterland neighbouring countries linked to the sea through the Mozambican
ports. The area of the Mozambican territory is 799,380km?.

According to the last census, held in 2007, the total population is about 20,530,714 million inhabitants,
with an average population density of 25.6 inhabitants per square km.The average life expectancy at birth
is 41.8 years and the infant mortality rate is 158/1000.The illiteracy rate is 60%, females representing the
highest rate with (71.3%). The population density, as well as the main indicators of the health status of
population, present a great variation between the Provinces.

2.2 Economic Environment

Mozambique is a developing country with an annual per capita income of US$294 (2007) and with
a human development index of 0.479 (2007), which is one of the lowest among all the countries of
the Southern Africa Development Community (SADC'). Table | shows that the country witnessed a
permanent growth rate of the Gross Domestic Product (GDP) of about 8% in real terms between 2004
and 2007

Despite the considerable achievements in poverty reduction in the past years, in 2002/03% 54% of the
population continued living below the poverty* line, with limited access to health and education. The Gini®
Index remained about 0.40 between 1997 and 2003¢, showing high inequalities between the population
and where urban areas presented the worse ratios.

' Source:World Bank Indicators (2007)

2 Source: INE, Anudrio Estatistico 2007.

> PARPA, 2005-09

t 0 69%in 1996/97 for 54%. Lowering from the poverty line is officially having | dollar da day.

The Gini Index measures income distribution between the individuals in an economy. The measure varies from O
to 100, a Gini index of O implies a perfect equality in the distribution of income, while a Gini index of 100 implies a
perfect unbalance.

¢ Republic of Mozambique (2005): Millenium Development Goals Report



Table |: Economic Development (2004-2007)

2004 2005 2006 2007
GDP per capita (U$D)() 281 286 284 294
GNI per capita (103 Mt)® 6.786 7.812 9.063 10.095
GDP Growth (%) (" 79 8,4 8,7 7,3
Population below the Poverty Line @) 54 % (em 2003)
Inflation Rate 12,6% 7% 13,6%  82%
IDH © 0,454 0,463 0471 0,479

Source: (1) INE, Anudrio Estatistico, (2) INE, Inquérito aos Agregados Familiares (2002/2003), (3) Banco Mundial, World Development
Indicators (2004-2007).

Between 2000 and 2006, the macreeconomic framework remained relatively stable with a positive trend.
The average inflation rate was about 12%. Despite the increase in the Gross Domestic Product (GDP),
the public expenditure remained at about 5% of the GDP and the public finance presented a budget
deficit of above 10% "before grants.

The main productive activities occur in the sectors of agriculture, fisheries, mineral and in the mega
projects related with natural resources. The construction sector has been very much encouraged in
the past years by the cumulative effects of the investment policies on the infra-structure and foreign
investment.

The main exports products are sugar cane, cotton, tobacco, cashew, prawns, mineral such as aluminium
and coal and hydroelectric power generated by the Cahora Bassa Dam in the central part of the country.
The country imports mainly fuel, consumer goods and manufactured products®.

The dependence rate of the economically active population is 89%. Most of the population in the
productive age work in activities related with the primary sector of the informal® type.

2.3 Epidemiological Profile

Mozambique has an epidemiological profile that is typical of developing countries, with significant levels
of infant malnutrition and predominancy of infectious diseases (malaria, tuberculosis, AIDS). This profile
is worsened by natural disasters such as droughts and floods'®, making the population vulnerable to
diseases of epidemiological nature, with emphasis on cholera, dysentery and other diarrhoeal diseases.
Some indicators of the health status of population are presented in table 2.

Source: INE, Anudrio Estatistico.
& INE, website

2 INE, IFTRAB 2004/2005

' Ferrinho, P e Omar, C., 2004



Table 2. Health Status Indicators (2004, 2006, 2008)

Indicator 1997 2003 2008

Life Expactancy 44 40.7 anos

Poverty Incidence 69,4% 54%

Infant Mortality Rate 135 124 93

Children Mortality Rate <5 years 245 178 138

Maternal Mortality Ratio 690/100.000 NV | 408/100 000 NV

Net schooling rate (total) 87.1% (2006)
Population with access to sanitation services | 23,8% 36% (2006) 43% (2008)

Source: INE (1998, 2004), Balango do PES Saude (2006)

Children die and suffer due to low birth weight at, avitaminosis associated to high levels of poverty and to
the degree of food insecurity in the country. Four out of ten children (44%) under 5 year old are shorter
in relation to the height that they are deemed to have at their age or suffer from chronic underfeeding,
and 4% suffer from acute malnutrition (low weight to the height) (MISAU, BdP 2007).

Other causes of death in children under five years are prematurity, neonatal infections, malaria, diarrhoeal
diseases, bronchopneumonia and other acute respiratory infections, anaemia , measles, neonatal tetanus,
meningitis and other preventable diseases, trauma (accidents, burning, mines, intoxications), tuberculosis,
intestinal and vesical parasitosis, asthma, rheumatic fever, etc.

Our adults also suffer; they are admitted in hospitals or the overwhelming majority die of malaria, AIDS,
other sexually transmited infections, tuberculosis, anaemia, intestinal and vesical parasitosis, asthma,

diabetes and many other diseases.

The occurrency of natural disasters and the vulnerability of our population make them remain pron to
epidemical diseases, with emphasis on cholera, dysentery and other diarrhoeal diseases.

Table 3 compares some country indicators with those of the Sub-Asharan Africa and the rest of the
World.

Table 3: Indicators compared with the rest of the World (2006)

Indicator Mozambique Sub-Saharan Africa World
Infant mortality rate (by 1.000 still-borns)  138* 160 68
Fertility rate (%) 4,6 52 2.5

Source: Unicef, World Bank, * Value for 2008, UNICEF MICS.

' MICS 2008



2.4 Health Policy (Mission and Vision)

The vision for health development in Mozambique for the horizon of 2020 is to ensure health for the
Mozambican population, based under conducive socioeconomic context, a National Health Service that
is universally accessible, effective and equitable.

The Ministry of Health mission consists of “Promoting Health and well-being of the Mozambicans, with
special attention to the vulnerable groups through innovative interventions and provision of good quality
and sustainable health care, making the health care services gradually available, with equity and efficiency,
to all the Mozambicans.”.

The Health National Policy is based on Primary Health Care, the approach includes equity, commmunity
involvement and inter-sector collaboration.

2.5 System for Service Provision

The health system in Mozambique is composed by the public sector, the private for profit, and the non-
for profit private sector.

Among these and up to now, the public sector, which is the National Health System (NHS) is the main
provider of health services nationwide. At central level, it plays the stewardship role in defining policies,
developing strategic plans, resource mobilization and allocation as well as developing cooperation relations.
In order to increase the response capacity of the system, there are 10 provincial health directorates, 128
district health, women and social welfare directorates that supervise and follow up the implementation
health care provision in 1277 health'? units. The NHS is organized into four levels of care, levels | and Il,
the most peripheral ones, meant for implementing the Primary Health Care (PHC) strategy and serve as
areferral forthe clinical conditions that do not have response at Level I. Levels lll and IV are fundamentally
meant for more specialized curative care and serve as a referral for the immediately inferior levels.

The for-profit private sector is gradually developing, especially in the big cities where the number of
individual and collective private clinics is increasing in the different specialities, but it is constrained to the
increase of households income. The current health policy in force recognizes the role of the private sector
in providing health care to the citizens.

Provision of care by the non for profit private sector is, essentially, done by foreign Non-Government
Organizations (NGOs) and some religious entities in common agreement with the Ministry of Health.
The national NGOs are gradually being developed and mainly implement community health programmes
in the areas of prevention, disease control, information and education These partnerships have not yet
been sufficiently explored in terms of their maximum potential, particularly in the disadvantaged regions.

The non-allopathic Sector is dominated by traditional medicine practitioners, herbalists, and others. The
typology of these practitioners is not updated. The current health policy is in favour of collaboration with
the traditional medicine sector.

12 Number of Health Units in 2007.
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2.6 Health Financing

The financing to the Public Health Sector comes from: a) internal funds; b) external funds , consisting of
the Common Fund and of projects managed by the agencies themselves; and c) revenues of the sector,
own and entrusted ones.

Table 4 shows the distribution and the evolution of the financing by the different sources of funds during
2004-2008 period and shows that in global terms, there is an increase of financing.

Table 4.2004-2008 Health Expenditure

(Million of Mt)
Source 2004 2005 2006 2007 2008
State Budget 2.730 2.704 2.808 3.302 3.588
Common Fund 1.638 2.756 2.574 3.250 1.924
Vertical Funds 2.210 3.380 3.666 3.900 7.800
Total Expenditure 6.578 8.840 9.048 10.452 13312

Source: MISAU — DPC: Relatério IHP
Exchange-rate applied, | USD=26Mt

Between 2001 and 2005, the allocations to the health sector increased from 9.9% to 12.2%, this increase
of public expenditure for health was due to the increase in the State Budget resources.

Table 5: Historical Public Financing
2001 2002 2003 2004 2005 2006
State Budget allocated to Health'*  9.9% 12.6% 13.6% 12.3% 12.2% 14.5%

Source: MISAU — DAG: 2000 — 2004 Budget Execution Report, Ministry of Finance — Directorate of Public Accountancy, 2004, 2005,
2006 State General Accounts.

In the years being analyzed, the internal funds to the sector increased constantly, altthough at different
pace, in the component of Recurrent Budget, or in the internal component of the Investment Budget.

The external funds to the sector have been increasing'*. The sector benefits from the support of about
26 bilateral and multilateral”® cooperation agencies. The loans also constitute external financing, loans
provided by development banks and managed by the Ministry of Health in order to implement specific
projects and grants that are provided and managed by a variety of mechanisms.

Some grants are channelled to the sector through the Common Fund called PROSAUDE Il. There are
also grants that finance specific projects (vertical funds) managed by the Ministry of Health at central,
provincial and district levels or managed directly by the financing agencies or by Non-Government
Organization.

13

Does not include CNCS. It includes external financing inscribed in the State Budget.

4 The increase also reflects the increase of the funds incribed in the State Budget and the accountability of the
accounts of these financings.

'S In 2007.



The sector’s, revenues or donated revenues, consist mainly of consultation and user fees and revenues
from the sale of medicine, which represent a modest contribution.

The public sector is moving towards gratuitousness of services. In the current situation, the children under
five years and pregnant women do not pay for health services. The chronic patients are also exempted
from consultation and admission fees. Medicines in Mozambique are subsidized by the government.

2.7 Access and utilization of services

In accordance with the Household Survey (IAF2002-2003), only 50% of the population has access to an
acceptable level of health care, 36% of the population has access to health care in a radius of 30 minutes
from their houses, there are high disparities between rural (20,9%) and urban area (68,1%), as well as
between provinces (for example 21,5% in Zambézia and 75,2% in Maputo City). In the rural area, 4% or
more households take 2 hours or more to reach the nearest health unit.

The infrastructure network, especially at primary and secondary level, presents relevant differences
between provinces.

Table 6: Distribution of health units by levels and type, according to provinces in 2007

. Hospitals Urban Health Centres Rural H. C. Health Total

Provinces Post us
HC HE HP HD HR HG TypeA Type TypeC Typel Type2
A

Total 3 2 7 8 27 6 25 48 31 143 612 365 1.277
Niassa | | | 2 9 25 98 |37
C. | | 3 2 4 5 |5 57 2 00
Delgado
Nampula 2 4 2 2 | 5 25 76 74 193
Zambézia | 2 4 | 9 4 16 89 53 |79
Tete | 3 2 3 | |6 58 18 102
Manica | 3 | | 3 | I 58 4 83
Sofala 4 4 | 2 |6 78 33 |39
Inhambane | 2 6 |4 69 [2 |04
Gaza | 4 | 14 2 10 51 45 128
Maputo P. | | 4 2 4 Il 49 8 80
Maputo C. 3 7 9 | 3 7 32

Note: HC-Central Hospital; HE-Specialized Hospital, HP-Provincial Hospitals, HD-District Hospitals, HR — Rural Hospitals, HG —
General Hospitals, US — Health Units, C.S. — Health Centres.

Source: Health Infrastructure National Inventory, Services and Resources, Republic of Mozambique, Ministry of Health, National
Institute of Health (2007).

Despite the efforts endeavoured by the Ministry of Health to overcome the shortage of human resources,
the human resources deficit is still notorious in the provinces of Zambézia, Nampula, Cabo Delgado and
Tete. Figure | shows the ratios of inhabitants by health professional, doctors and nurses.
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Figure |: Health Staff by Province
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Source: MISAU — DRH: National Plan of Development of Health Human Resources (PNDRH) 2008-2015.

Concerning the utilization of health services, the IAF 2000/03 shows that 37% of the people in need of
medical assistance received health care at a Health Post, 32% at a Health Centre, | 1% at an Hospital, 14%
at a traditional healer and only 0,9% were assisted at a private'® clinic. Table 7 shows the level of utilization
of the health services by the population.

¢ Source: IAF 2002-2003.
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Table 7: Utilization of Services and Health Interventions

Indicators Value Year
Institutional deliveries 55% 2008
Households with Mosquito Nets treated with Long lasting Insecticide® | 31% 2008
House Spraying in relation with the target houses of the target districts | 53% 2007
Intermittent treatment during pregnant, at least 2 doses for ante-natal | 27% 2007
consultations users

Patients in ART 128.000 2008

Source: MISAU — DPC, *UNICEF — MICS 2008.
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CHAPTER III

3. METHODOLOGY

The estimation methodology and techniques defined in the guide for production of National Health
Accounts, recommended for medium and low income countries, published in 2003 by the World Health
Organization, were used in the present study. The study timeframe is 2004-2006 period and  covers
country | | provinces.

The determination of the period of analysis was based on the fact of making this exercise comparable
to that of Measuring HIV/AIDS Expenditures in 2004-2006 “National Aids Spending Assessment, in
Mogambique (NASA)", conducted in 2007, report of which was completed in 2008.The NASA outcomes
allow inferring the expenditure on HIV/AIDS.

Guiding principles for data collection:

- Health Expenditure Definition — Expenditure incurred by institutions or individuals undertaking
activities with the main objective of improving, restoring and maintaining health.

- GeoFigure boundary—Expenditure incurred in Mozambique by mozambicans and by other residents
in 2004-2006 period. Attempts to collect data on the expenditure incurred by mozambicans
outside the country, through data from the Ministry of Finance, were also made.

- Time boundary — Expenditure incurred in the years of 2004, 2005 and 2006 (Annual calendar).

3.1 Definition of Categories in NHA

Financing Source
Institutions and entities that provide funds used in the system by the financial agents.

Answer the question:“What is the source of the financial resources?”

E.g. Ministry of Finance, Households, Rest of the World.

Financial Agent
Entities or Institutions managing the funds received from the financing sources for payment or purchase

of activities within the boundaries of the health accounts. Financial Agents: control the utilization of funds,
that is, they have programmatic responsibilities.

Answer the question:“VWho manages and redistributes the funds?”
Providers
Entities receiving money in exchange of or in anticipation for provision of health care, they are the final

users of the health funds.

Answer the question:“Where is the money allocated?”

23



Eg. Hospitals, clinics, health centres, pharmacies.

Health Activities
They are the services rendered and the activities implemented.

Answer the question:“What types of services are provided?”

Eg. Curative care, preventive care, pharmaceutical products, administration and management.

Direct expenditure
They are the payments made directly by the households for health care.

Rest of the World
Rest of the world are the international, bilateral and multilateral partners.

3.2 Information Sources

For the present exercise of the National Health Accounts, the primary data collection was done through
questionnaires. Secondary data were also collected in order to estimate the expenditure incurred by
households and estimate the ratios of expenditure on health and validate the primary data.

3.2.1 Secondary Data
The secondary data used were obtained from:

- Household Survey (IAF),2002/2003;

- Budget Execution Reports, Administration and Finance Directorate (2004, 2005 and 2006);
- State General Account (2004-2006)

- Activity Reports from the General and Specialized Hospitals (2004-2006)

- Activity Reports from the Provincial Health Directorates (2004-2006)

- Dtabase of external fundswebsite www.odamoz.org.mz

3.2.2 Primary Data

Research Tool
The estimates of the health expenditure were used to collect the primary data; questionnaires were
adapted and sent to the ministries, employers, partners, non-government organizations and providers.

Questionnaires administration

Before the data collection process, the technical team for National Health Accounts attended a
training from 14 to |/7th April 2008, where basic concepts on National Health Accounts and the use
of questionnaires that were later customized, were acquired. Each questionnaire was handed over to
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the respondent with a deadline of |5 to 20 days for feedback. The information collection process was
conducted between July and November of 2008.

Sample

The sample was defined during the Training Course on National Health Accounts, having the following
institutions been selected:

- Public Sector Institutions, that is, those providing and receiving funds for health — Ministry of
Finance, Ministry of Health, Ministry of Defense, National Aids Council;

- Bilateral and Multilateral Partners;

- Employers';

- Insurance Companies'®,

- Health Care Providers, such as: Clinics, Consulting Rooms, Pharmacies, including the Maputo, Beira
and Nampula Military Hospitals;

- National and International Non-Government Organizations working in the health sector.

Data from public providers, namely Maputo, Beira and Nampula central hospitals, the provincial hospitals,
the Infulene Psychiatric Hospital, district hospitals, health centres, provincial and district directorates was
collected through interviews and consultation to secondary information sources. This was very useful
since it allowed obtaining secondary information where the primary information was not available. The
questionnaires were distributed to 229 institutions'?, of which only | |3 responded.

Table 8: Responded Questionnaires

Category of Respondent Responded
Donors 29

NGOs 14
Employers I5
Pharmacies I5

Clinics and Private Consultation Rooms 2

Health Centres and Posts 10

Public Health Units 24

Public Institutions 4

7" An convenience approach was used for the private sector, having the institutions located in Maputo City been
selected.

Insurance companies data were not collected since their did not have health insurance in the period being analyzed,
2004-2006.

The questionnaires were distributed to the following institutions: Donors: 31, NGOs: 40, Employers: 30, Insurance
Companies: 5, Pharmacies: 30, Clinic and Private Consultation Rooms: 30, Health Centres and Posts: 30, Public

Health Units (General, Provincial and Central Hospitals): 24, Public Institutions: 5, Private laboratories: 2.
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3.3 Tabulation and analysis

The secondary and primary data collected were presented in an Excel sheet, using tables that allowed
to cross check the information and identify the main information gaps, which were resolved. The analysis
and verification of information consistency took place from December 2008 to February, 2009.The data
analysis allowed the completion of 4 basic matrixes of National Health Accounts for the years of 2004,
2005 and 2006.

FSxHF- Financing Sources x Financial Agents

HFxHP —Financial Agents x Health Providers
HFxHC — Financial Agents x Health Activities
HPxHC- Health Providers x Health Activities

Government

The information from the public sector institutions that provide and receive funds for health was collected
from four bodies, namely: the Ministry of Finance, the Ministry of Health, the Ministry of Defense and the
National Aids Council .

Providers

In order to collect data on expenditure and type of provider, a questionnaire was sent to the main
institutions providing health care. Information from the public sector institutions providing financing
and investment expenditure, including medicines in the central, general, military, district hospitals and
in the type | health centres, that is, those providing health care in ambulatory and admission regimes,
was collected. Health expenditure information by private providers (clinics, workplace health posts and
pharmacies) was also collected.

It was not possible to obtain information on curative care in the admission and ambulatory regimes from
the public health care providers. In order to have the desagregation a proxy method was used, based on
similar studies for assessing hospitals performance in South Africa and the method on Technical Efficiency
of Hospitals in Namibia (2004), which consisted on the use of PDE (Patient day equivalent), which are
based on the hypothesis that inpatients consume 3 times more resources than outpatients. PDE is
calculated through the following formula:

* PDE = inpatients + |/3 outpatients

Private Employers

The data collection on the employers' health expenditure and their workers at the workplace covered
the 2004 - 2006 period, they were given questionnaires to complete.

Insurance Companies

It was not possible to obtain information related on health expenditure in the private insurance companies
since at that period (2004 to 2006), the private insurance companies did not have health insurance. Thus,
the health insurance expenditure is not included in the present estimates of National Health Accounts.

Health Partners
Partners resources for public health services are mainly “off budget” resources (resources that are
channelled directly to the financial agent without being registered in the State Budget).In order to account
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for these resources, a questionnaire was sent to all partners involved in the health sector in Mozambique,
the questionnaire was followed by visits of the technical team aimed at collecting information.
Questionnaires were also sent to non-government organizations, but due to low response rate the
information obtained through partners was used instead since these partners are the main financing
source for the non-government organizations.

Households

The expenditure on Out of Pocket Payments for services (OOPs) refers to the expenditure incurred
directly by a member of the household for health care received. Unavailability of data on the households’
health expenditure incurred in 2004, 2005 and 2006 has led to the use data extrapolation technique.
Some of the sources available on the household health expenditure are a result of the Household Survey
(IAF) conducted by the National Statistics Institute (INE), which conducts this survey every five years,
the first of which took place in 1996/97 and the second in 2002/2003, and data is ongoing for the third
survey.. The household health expenditure, included in the National Health Accounts (2004 to 2006)
were extrapolated from the 2002/2003 Household Survey.

The data extrapolation on household expenditure was based on inflation, which is one of the methods
recommended by the guide of production of National Health Accounts. In this study, the health
expenditure did not change much specially in the public sector health units, for example: the user fee is
set in meticais for more than 30 years. Therefore, the inflation shows an acceptable increase of the cost
of health, including the medicines component.

The data extrapolation process related to the household expenditure in the 2004-2006 period, using
inflation, started with an aggregation of consumption expenditure of the households and its structuring,

in accordance with the outcomes of IAF 02/03, see table below.

Table 9: Monthly Expenditure per Capita by Household According to Expenditure Category

(em MT)
Expenditure Category Monthly‘Average Expenditure Expenditure Structure
Per capita By Household by Household
Total Expenditure 320.39 1,558.92 100
Health Expenditure 3.83 18.39 1.2

Source: INE, IAF 2002/03.

Table 9 presents the monthly average. In order to obtain the annual average, factor 12 was applied for
the health sector average expenditure data and respective totals. Table 10 shows the annual total average
expenditure for health sector, per capita, and by household.

Table 10: Health expenditure, per capaita and by household (2002/2003)
(in MT)

Annual Average Expenditure

Category of Expenditure

Per capita By Household
Total expenditure 3.844,73 18.706,99
Health Expenditure 45,92 220,69
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After having calculated the health expenditure per capita of the families in 2002 and by household, the
accumulated inflation rate was applied, which allowed to estimate the expenditure by household for the
subsequent? years, as it is recommended by the Guide of production of National Health Accounts.

Having the values by household and multiplying them by the total number of households, the total
value of the households was obtained. For 2003, there is a total amount of 939 million meticais of
household expenditure on health in Mozambique.Table | | shows the outcomes of the health expenditure
extrapolation.

Table | I: Outcomes of the Extrapolation of the Households annual Health Expenditure

Years
Description
2002 2003 2004 2005 2006
Series data 221
Annual inflation  — health class (%) 10,29 2,64 4,94 11,58
Deflactor — health class [,103 1,026 1,049 116
Expenditure by household (Mt) 243 250 262 293
Population 18.521.246 18.972.396 19.436.452 19.931.777
Average number of members by
4,8 4,8 4,8 4,8 4,8
household
Total number of households 3.858.593  3.952.583 4.049.261 4.152.454
Total Expenditure of the Households
939.215 987.526 1.061.676 1.214.821
(1.000 Mts)
Total Expenditure per capita (Mts) 51 52 55 61

Source: INE: * IPC; #* Annual projects on population, census |997; ##* |AF02/03

In general, the extrapolations must be used with cautious as we have to presume the function behaviour
in the regions where the information is not known, or not available.

20
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For example, for the year of 2002, the annual expenditure by household was about 22| meticais and the health

class annual inflation for 2003 was 10.39%, applying a rate of 1.1039 in the amount of 2002, the amount of 243 Mts

by household was reached. For the subsequent years, the same method was used for calculating the expenditure of

the current year



CHAPTER IV

4. Findings

This section presents the findings of the 2004-2006 National Health Accounts and discusses their main
policy implications. It also presents the basic tables recommended by the study, answering the following
questions:

*  What are the main financing sources in Mozambique?
*  Who manages the health funds?

*  Who provides the health services?

*  On what activities are health funds spent?

The comparison of Mozambique outcomes with those of Southern Africa Development Community and
of the Sub-Saharan Africa and with those of the high income countries is also presented in this section.

4.1 Total Health Expenditure

The behaviour of Total Health Expenditure illustrates an increasing trend in the period being studied,
having increased from 6.2 Billion Mtn in 2004 to 9.4 Billion Mtn in 2006, that is, about 51% in nominal
terms. The increase between 2004 and 2005 was more significant than that reported in the 2005- 2006
period (36% vs 11%).

The macroeconomic indicators show a positive trend in the same period. The Gross Domestic Product
presents a constant growth rate of about 18% and the national public expenditure increased about 25%
between 2004 and 2005 and about 21% between 2005 and 2006; this rising trend created conditions
for the increase of health expenditure in the country. The macroeconomic and strategic vision of the
Mozambican Government in 2005 placed the improvement and expansion of the national health
network at the top of the priorities, having internal and external financial resources been allocated to
infrastructure development and in the training area of human resources.
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Table 11:2004 — 2006 Total Health Expenditure in Mozambique

103 Mt
- 2 205 2006
Takal Bojpiiatian;” 18.972.396 19.436.452 19.913.777
G Prices 2, ChiEs) 128.668.292 151.706.912 180.241.664
Total Public Expenditure , (MTs) 29.597.005 36.893.819 44.809.794
Average Inflection *, (%) 12,6 7.0 13,6
Exchange Rate 5, (USD/MTs) 23 2.1 2.9
Total Expenditure on Health, TEH (Thousand MTs) 6.224.717 8439418 9.380.619
Total Expenditure on Health, TEH (Million USD) 267.2 381.,9 409.6
National Expenditure on Health, (Thousand MTs) 6.328.083 8619.034 9.530.850
Nat_ional Expenditure on Health, (Million USD) 2716 390,0 416,2
T E H Per capita (MTs) 178 434 471
TE |-| Per (A:api;:a (U’SD) 14,1 19,6 20,6
T E H as % of GDP 4.8 5,6 3,2

Total Public Expenditure on Health, PEH (Hundred Mts) 1.967.086

Total PubIAitA:> Expenditure on>HeaIth, PEH (Hundred Mts) 84.424

P E H Per capita (MTs) 104
P E H Per capita (USD) 4.4
P E H as % of Total Public Expenditure 6,6
P E H as % of TEH 31,6

2.873.349 27701581
130016 117973

148 136
6,7 5:9
78 6,0
34,0 288

NOTE: (1)INE, Survey Projections 1997; (2) INE, National Accounts; (3) Ministry of Finances,
General State Account; (4) INE, Consumers Price Index; (5) Bank of Mozambique.

The substantial growth of the Total Health Expenditure was translated into an increase of 46% of the
Total Health Expenditure (THE) per capita: from USD 14 in 2004 to about USD2I in 2006. Despite
this increase, the total health expenditure per capita is still far below USD34 recommended by the
Commission of Macroeconomics and Health (CMH) of the WHO as being the minimum necessary for

providing a basic package of health interventions in the developing countries.

The growth of the health expenditure per capita was more significant between 2004 and 2005 due to

the substantial increase in the internal and external financing.
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Figure 2: 2004 — 2006 Total Expenditure Per capita in Mozambique

Expenditure on Health per capita in Mozambique
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Source MISAU - DPC, CNS 2004 - 2006.

The amount of USD34 is a general reference and it allows for comparison with other countries. Figure 3
compares the health expenditure per capita in Mozambique with the southern region countries.

It can be noticed that, despite the fact that Mozambique is below the USD34 recommended by the
Commission of Macroeconomics and Health (CMH) is at an acceptable position, equal to Malawi and
close to that of Tanzania. In the same Figure it can be seen that some countries like Zimbabwe, Lesotho
and Zambia have overcome the recommended average. It is worth stressing that the African average is
estimated at USD58. It is also worth noting that the Total Health Expenditure per capita in the same year
reached USD 425 in South Africa, USD 4.012 on average in the high income countries and USD 716 on
average in the World.

Although the basic health care package has not yet been defined and, consequently, it is difficult to

estimate as to how much should be spent on health in Mozambique, the comparison indicates that
Mozambique is below some countries in the region.
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Figure 3:Total Health Expenditure Per Capita in Mozambique and in the neighbouring Countries (2006)

Expenditure on Health per capita (2006)

African Countries — 58
Zambia |58
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Zimbabwe ]38
CMH-WHO |34
Tanzania |23
Mozambique [N 2 1
Malawi |21
0 1I0 2I0 SID 4I0 5I0 BIO 70
usp

Note: The expenditure on Health per capita in 2006 wag calculated applying the annual exchange rate average. Other coun-
ries not included in the graphic: South Africa: 425 USD, High Income Countries 4.012 USD, World Average: 716.

Sauwrce : Mogambique: MISAU - DPC, CNS 2004 - 2006, Ouiros Paises: OMS, World Health Statistics 2009.

The poverty Reduction Strategy Paper I (PRSP II) indicates that the public services and the necessary
infrastructures for the broadbased economic growth and balance will deserve more attention and more
funds during the 5 year period. As such, an integrated vision of human capital development which was
translated into an investment in actions that allow the creation of conditions for a lasting, sustainable
development and with more impact people’s lives was prioritized. For example, for education, the
allocation of public resources represented between 2005/2006, about 20.2%, against 14.1% allocated to
health?'.

The Total Health Expenditure as a % of the GDP increased from 4.8% up to 5.3% in 2006; therefore, it
remains below the level of many other countries, as illustrated in Figure 4

2 Source: MF — DNO, Relatério 2005/2006.
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Figure 4: Health Expenditure as a % of the GDP in Mozambique and neighbouring Countries (2006)

Expenditure on Health as % of GDP (2006)
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Source : Mogambique: MISAU - DPC, CNS 2004 - 2006, Outros Paises: OMS, World Health Statistics 2009.

The Public Expenditure on Health as a % of the Total Public Expenditure increased, in Mozambique,
from 6,6% to 7,8%, between 2004 and 2005 and decreased to 6% in 2006, as a result of the decrease
in public financing to the sector in the same year. Comparing with other countries, the value remains
below the average of the African countries in the same year and below the expenditure level observed

in the neighbouring countries.

Figure 5: Public Expenditure on Health as a % of the Total Public Expenditure

Public Expenditure on Health as % of the Total Public Expenditure (2006)
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The Government of Mozambique signed the Abuja Declaration in 2001, taking the commitment of
allocating 15% of the public financing to the health sector. Although the resources allocation is close to
the target, the actual expenditure is not.

Figure 6 compares the allocation of resources to Health Sector, including to the central and provincial
level institutions of the Ministry of Health and of the National Aids Council with expenditure incurred.”

The allocation, also including the external contribution to the state budget, rises to 14%, while the
proportional allocation of domestic funds decrease.

Figure 6: Allocation and Public Expenditure on Health as a % of the Total Public Expenditure in
Mozambique (2004-2006)

Health Allocation as a % of the Total Public Resources
15
Abuja Target
6
2006 8.6
14
H | | |
8
2005 916
| | | 113
16.6
2004 [0 | | |
]10.4
: : ] ] !
0 2 4 6 8 10 12 14 16
%
0/ Atocation (inchuding External Funding) B, sjocation {not including External Funding)
O & chieved Expenditare

Source » Alocagdo: Contas Gerais do Estado de Mogambique 2004, 2005 e 2006, Despesa Realizada: MISAU - DPC, CNS
2004-2006.

Note: 1) The allocation, including external funding, was not available for 2004. 2) The allocation, is referring to
the funding allocated to MISAU and to CNS in what concerns to the Total Public Allocation. 3) The incurred
expenditure is referring to the expenditure made in all public institutions of Mozambique (it also includes the
expenditure on health achieved on the military hospitals).

Although there is no ideal measure as to how much a country should spend on health, an analysis of the
total expenditure and of the public expenditure on health, in the light of the macroeconomic framework
of the country in the same period, indicates the existence of a huge opportunity for increasing the
financial resources for the sector.

22|t also includes the expenditure incurred in the Defense institutions — the Military Hospitals. The inclusion of the

military hospitals expenditure does not invalidate the big comparison.
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4.2. Total Health Expenditure by Financing Source

The table below presents the health expenditure disaggregated by financing sources. Most of the
expenditure on health in Mozambique in the 2004-2006 period was funded with resources coming
from international partners, consisting of bilateral and multilateral sources and resources channelled
through non-government organizations. The domestic public financing was privileged by the State Budget,
providing about one third and the remaining was funded by direct payments of households.

Figure 7: Distribution of the Total Expenditure by Financing Source (2004-2006)

Expenditure on Health by Funding Source
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Table 12: Distribution of the Total Expenditure by Financing Source (2004-2006)

GROWTH PROPORTION
Funding Sources 2004 ] 2005 | 2006 J5505T2006| 2004 [2005] 2006
103 Mt 1073 Mt 103me | % [ % % % | %

FS.2 Public Funds 2.011.537| 2.916.614 2.?59.649' 45| 5| 32| 34 29
FS.1.1.1.1 ] Ministry of Finances 2.011.637| 2.916.614 2.759.649' 45| -5 32( 34 29|
FS.2 Private Funds 1.024.229| 1.113.159 1.275.979' 8| 15| 16| 13 13|
FS.2.1 Employers Funds 36649 51425 61.002] 40 19| 1 1 1
FS.2.1.1 Private Companies Funds 21.311 31.415 38.298) 47| 22 0 0 0
FS.2.1.2 Public Companies Funds __ ___ 15338 20.011 22.794) 30| 14 0 0 0
FS.2.2 Households Funds ; 987.580| 1.061.733( 1.214.887 8| 14 16| 12| 13|
FS.2.3 Non-for profits institutions 0 0 o o 0l 0 0 0
ES.2.4 Other Private Funds 0 0 of of of o o o
FS.3 REST OF THE WORLD 3.292.317| 4.589.261 5.495.222' 39| 20| 52| 53| 58]
TOTAL 6.328.083| 8.619.034 9.530.850| 36| 11] 100| 100 100|

Source: MISAU - DPC, CN'S 2004-2006.



A more detailed analysis shows how the substantial increase expenditures in 2005 was sustained by the
public financing and by partners, while the most moderate increase reported between 2005 and 2006
was sustained by external financing, which compensated the reduction of government funds.

The public funds are mainly composed by the funding from the Ministry of Finance. These funds had an
increase of 45% between 2004 and 2005 and a decrease of 5% from 2005 to 2006.The increase reflected
a renovation of the Government commitment to Human Capital development.The reduction of public
financing between 2005 and 2006 was, partly, due to the low execution witnessed in 2005, which was
linked to changes in the priority setting for the sector in the areas of health systems development such as
personnel training, expansion of the health network and its equipment, areas whose expenditure demand
a pluri-annual planning. The 2005 execution was, on average, about 60%, with 80% for Recurrent and
about 25% for Investment Budget.

Most of the expenditure increase was funded through partners contribution that increased substantially
from 2004 to 2005 (39%), and maintained a high growth rate (20%) from 2005 to 2006.

In 2003, a Memorandum of Understanding on the Common Fund, called PROSAUDE, was signed which
disbursements started flowing in 2004 and the consolidation of the process observed in 2005.

The private financing consists mainly of direct payments made by the households and represented |3%
of the financing in 2006, having reported an increase of 8% and 14% in 2005 and 2006 respectively.

On one hand, the comparison of the expenditure on health per capita in 2004 (328 Mt), with the
expenditure on health per capita by household in 2003 (46 Mt)*, shows that, in fact, most of the
expenditure is covered directly by the households. On the other hand, the level of payment by the
households, among the private financing, shows that there was no coverage from health insurance.

4.3. Total Health Expenditure by Financial Agents

The financial agents are individuals or institutions holding control of the use and management of the
funds. In this context, the financial intermediaries are subdivided into: Public (eg: Ministry of Health,
Ministry of Defense, Provincial Health Directorates); National Aids Council; Private (eg: Households, non-
for profit National Organizations and other foreign financial agents (Agencies and international NGOs).

Figure |3 illustrates the health expenditure by financial agent and shows the public sector as the main
financial agent, holding control of more than 70% of the funds. The second major financial agent is the
private sector (24%-27%) and it includes households and non-for profit organizations. However, the
foreign financial agents represent a minimal percentage (|-2%).

2 2003 Household Survey.
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Figure 8 Health Expenditure by Financial Agent (2004-2006)

Expenditure on Health by Financial Agent
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Table 13: Distribution of Health Expenditure by Financial Agent (2004-2006)

GROWTH ) PROPORTION |
FINANCIAL AGENTS 2004 | 2005 ) 2006 1505 [2006 |2004]2005] 2006
1043 Mt 103 Mt 1073 Mt % % D | % | %
JHF.1 PUBLIC SECTOR 4.557.446| 6.554.511| 7.034.817 44 7] 72 76| 74
HF.1.1 Territorial Government 4.542.107| 6.534.501| 7.012.023} 44 7| 72| 76| 74
HF.1.1.1 CENTRAL GOVERNMENT 3.180.511( 4.557.938| 4.876.212 43 7] 50 53| 51
HF_1.1.1.1 Ministry of Health 2.485.976 |3.893.907 (3.817.998 57 2] 39| 45| 40
HF_1.1.1.2 Ministry of Defense 15.925 27.005 36.205 70 34 0 0 0
HF.1.1.1.3 National Council For Fighting Against AIDS 232.220| 307.349| 434.768 32| 41 4 4 5
HF. 1.1.1.4 Central Hospitals 446.391| 329.677| 587.242 -26 78 7 4 6
HF.1.1.2 PROVINCIAL GOVERNMENT 1.361.596 1.976.562| 2.135811 45 8l 22 23| 22
HF.1.1.2.1 Provincial Health Directorate 1.361.596 | 1.976.562 |2.135.811 45 8y 22| 23| 22
HF.1.1.3 Local and Municipal Governments 0 0 o 0 0] 0 0 0
HF.1.2 WelfareFund . 15.338| 20.011 22794 30 14 0 0 0
IHF.2 .NON PUBLIC SECTOR 1.696.613| 1.966.841 2.259.290' 16 150 27| 23| 24
HF .2.1.2 Private Companies Insurance 34.390 31.415 38,298' 9 22 1 0 0
HF 2.3 Direct Payments to Families 987.580| 1.061.733| 1.214.887 8 14 16 12| 13
HF 2.4 Non-for Profit Institutions (NGOs) 674.644| 873693 1.006.105 30 15y 11| 10| 11
JHE.3 Rest of the World 74.024| 97.682| 236.743) 32| 142 1 1 2
I TOTAL 6.328.083( 8.619.034| 9.530.850 36 11] 100 100| 100

Source £ MISAU - DPC, CNS 2004-2006.

The major public financial agent is the Ministry of Health, both at central (30% up to 45%) and at
provincial level through the provincial health directorates (22% up to 23%).

The proportions do not vary significantly in the period being analyzed. Therefore, they do not seem to

stress a financial decentralization in the period being referred to.The health sector specificity makes most
of the investments on the secondary infrastructure. The acquisition of medicines and equipment remain
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under the responsibility of the central level, but its implementation and distribution occur in the provinces
and districts. This situation explains the relevant difference between the percentage of funds managed by
the central and provincial level.

The National Aids Council manages a substantial proportion of funds to face the HIV/AIDS pandemic
and coordinates the actions undertaken by the different Government sectors and by the civil society
organizations, in the scope of mitigating the effects of the pandemic.

The Ministry of Defense also represents a minor financial agent and manages funds channeled to the
military hospitals, services of which are meant for a specific and restricted group.

Among the non-public financial agents, the main ones are the households with a proportion that
reduced from 6% in 2004 to 13% in 2006. It is worth noting that these percentages correspond to the
total expenditure incurred by the households without health insurance. The lowering of the percentage
of payments made directly by the households, together with the increase of the expenditure managed
by public institutions and the services rendered, is directly related with the Government commitment
to instituting free of charge essential basic health care for pregnant women, children and other patients
suffering from chronic diseases.

The data comparison on the direct payment by the households, health insurance and by the private
companies, stresses that private companies providing medical assistance to their workers did so through
direct payments and not through the insurance companies in the period being referred to. The health
insurance sector is a reality that is still emerging in the country and it is centered in the provincial capitals.

There is a stable trend of about 10% in the proportion of the resources managed by non-government
organizations and by the non-for profit national institutions.

The third category of financial agents is the rest of the world (including agencies and international
NGOs) that manages a small proportion of funds and basically remain constant over the period in
analysis. It is difficult to comment on the data of funds managed directly by international cooperation
agencies and by international NGOs due to the difficulty in obtaining information (particularly on the
funds managed directly by the organizations). Therefore, these information may be underestimated.

4.4. Total Health Expenditure by Type of Provider

From 2004 to 2006, most of the expenditure was absorbed by the curative and preventive health care
providers. The major providers were the central, provincial and some general hospitals, the Public Health
Management and Administration of Programmes, general administration of health, including funds to the
Provincial Health Directorates, related to the health units activities on primary care provision and the
institutions providing health related services, of which, during the period being referred to, 60 to /3%
represent the expenditure on medicines and 7% to 24% are capital expenditure.
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It is worth stressing that in the first exercise of National Health Accounts in Mozambique there were
some difficulties in disaggregating and classifying the information in accordance with the standardized
categories. Despite this limiting factor, an attempt was made to comply with the universal manual of
Health** National Accounts.Table 14 illustrates the desegregation details.

Figure 14: Expenditure on Health by Provider (2004-2006)
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Table 14: Expenditure on Health by Provider (2004-2006)

- GROWTH PROP_CIR'!:IDN —I
Providers o s 2006 "3005 | 2006 |2004]2005] 2006

1073 Mt 10~3 Mt 103 Mt % % % % %
HP.1 Hospitals 1.443.064| 1.658.546| 1.715.046] 8 10] 23| 18 18|
HP.1.1 | General Hospitals 1.436.632| 1.540.605 1]07.5&)' 7 11| 23| 18| 18
HP.12 | Psychiatric Hospitals 6.432 17941 7_4%' 179 -58] V] 0 0
HP.3 Ambulatory Health Services Providers 23.082 35.003 44 132 52 26' (1] o 0
HP.4 Retail Sail and other medical material providers 670.221| 717.963 815.261 71 14| 10 8| 4
HP.5 Public Health Programs M and Administration |1.500.753(1.426.439/1.663.308] 5] 10| 24| 17| 1]
HP§ Ceneral Flentét and InsaranceAdvmirsteation 1.308.747| 2.098.425) 2.039.223] 60 3| 21] 24 2
HP:6 1, Governmental Eealth Administoation 1.308.747| 2098425/ 2.039223] 60 3| 21] 24] 21
HP.6.9 All other Health Administration Providers 0 0 o] 0 of o 0 0
HP.8 Institutions l;roviding health sel:vices 1.340.184| 2.704.587| 3.281.357| 102 21 ral 3 35|
From which (medicines) 986.712| 1.843.299| 2.023.958] 87 10] 16| 21 21
HP.9 Rest of the World 42.030 78.070 72521 86 -7 1 1 1
TOTAL 6.328.083| 8.619.034| 9.530.850 36 11] 100( 100| 100

source: MISAU - DPC, CNS 2004-2006.

2 The exceptions will be earmarked in the discussion on specific categories.

39



The general hospitals” absorved 23% and 18% of the expenditure on health between 2004 and 2006
respectively. The expenditure increased in 7% in 2005 and | 1% in 2006, which guaranteed a level of
almost constant expenditure in real terms. The expenditure incurred by specialized hospitals (Psychiatric
Hospital in the case of Mozambique) is almost proprotionally insignificant, but the financing increased
substantially in 2005 due to the increase in capital expenditure.

The expenditure from health care providers of outpatient services?® also represents a small proportion,
although it is necessary to consider that the expenditures incurred by the units providing services
(primary level) is included in the governmental category of health administration due to the difficulty in
disaggregating the budget of provincial health directorates.

The retail sale and providers of medical materials refers to private’” pharmacies, opticians, sale of
prothesis, etc., which represented a maximum proportion of |0%.

The expenditure on public health programmes management and administration remained constant
during the period. The figure represents an approximation of prevention expenditures.

The expenditure by providers of general administration of health services and insurance basically
consists of the expenditure incurred by governmental health administration, which increased during
the period and remained proportionally stable, despite having reported a very high figure in 2005. This
category also includes the expenditure on the operation of health centres and posts, budget of which is
included in the budget of the provincial health directorates.

The category of institutions providing health related services includes the expenditure on medicines,
prevention and public health services, health research and development and, finally, control of food,

drinking-water and hygiene. The table below presents the desegregation.

Table 15: Disagregation of Institutions providing Health Related Care

Percentage Struc ture (%)

Description 2004 2005 2006
Medicines 73.6 68.2 61.7
Prevention and Public Health Services 1.7 6.9 10.0
Gross Capital (Investment) 74 18.9 24.1
Personnel Education and Training on Health 53 5.6 3.7
Health research and development 0.4 0.2 0.3
Control of food, drinking -water and hygiene l.6 0.2 0.3

® The category of general hospitals defined by the classification includes health units with admission capacity and,

therefore, central hospitals, provincial hospitals and those general hospitals whereby it was possible to separate the
respective budget from the budget of the provincial directorates.

% National Health Accounts classification includes, in this category, the health units without admission capacioty.

7 In Mozambique, the medicines distributed by the SNS (National Health System) are purchased by the central
bodies-Central de Medicamentos e Artigos Médicos and then distributed all over the country. This expenditure is

included in the institutions rendering health related services.
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The expenditure on medicines and on investments represented the main components and the increase
of the expenditure on medicines was substantial between 2004 and 2005, while the expenditure on
investments determined the proportional increase of this category in 2006.

The expenditure incurred by institutions providing health staff training services, health research and
development, control of food quality, drinking-water and hygiene, represented an extremely restricted
component of the health expenditure.

Figure |5 analyzes the proportional evolution of the expenditure incurred by the different providers. The
components increased in absolute terms due to the increase in the health sector financing.

In proportional terms, the administration remained constant, the expenditure on care provision in the
hospitals and the expenditure on medicines and medical surgery materials increased slightly due to the
increase on medicines expenditure and, finally, the expenditure on health programmes administration
decreased 7% while, on the other hand, the investment increased.

Figure 15: Expenditure evolution by Provider (2004-2006)
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4.5. Total Health Expenditure by Type of Activity (Function)

In terms of activities, the disaggregation of the expenditure highlights how the majority of the funds
are channelled to the providers of curative, preventive and support services. A marginal proportion of
funds were channelled, in a growing manner, to capital expenditure of institutions providing health care,
education, training for health professionals, health research and development, food, drinking-water and
hygiene quality control and environmental health. The increase of funds to the sector resulted in the
increase of expenditure in all categories of activities.

Figure 16: Health Expenditure by Activity (Functions) (2004-2006)
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Table 16: Health Expenditure by Activity (2004-2006)

ACTIVITY i a0 2008 [—055 | 2006 |2004]2005] 2006
1043 Mt 1043 Mt 1043 Mt %o Yo %o %o %

|Hc.1 Curative care services 2.198.428( 3.419.166| 3.480.970 56 2] 35| 40| 36,52
HC.1.1 Curative Care of Internal patients 1.275.546| 2.082.931| 2.096.305 63 1 20 24| 21,99|
HC.1.3 Curative Care of external patients 922 881| 1.336.235| 1.384.666 45 4 15 16 14,53]
|[HC.2 Rehabilitation care services 0 0 Ojna na [1] 1] 0,00]
IHC.4!MedicaI auxiliary care service 18.033 1.757 9-296| -90 429 0 0 0;10|
IHC.5.| Equipment granted to external patients 3 673.606| 779.663 8"5-853I 16 5| 11 9 3.56|
IHC.G Prevention and public health service 1.657.581| 1.590.970| 1.970.126] -4 24] 26 18( 20,67
IHC.? Administration and health insurance 1.461.406| 2.104.247)| 2.244.227 44 7| 23 24| 23,55
HC._7.- General governmental health administration 1.461.406| 2. 104 247 2244 227 44 7 23 24| 23,55
HC_7.2 Private health administration 1) 0 Y | 0 o] 0 0| 0,00
Total HC 6.009.053|7.895.803|8.520.473] 31 g| 95| 92| 89,40
[HC.R.1 Capital training for service provision 215.664| 543.615 m."l‘-ﬁl 152 53' 3 6 9,02
I Total HC e HR1 6.224.717| 8.439.418] 9.380.619 36 11' 98 98| 98,42
IHC_R_z Health staff education and training 71.267| 164.946| 122.824 131 -26] 1 2 1,29
IHC.R.3 Health development and research 11.287 7.312 18.955 35 159 (1] 0| 0,20|
IHC.R.4 Food control, drinking-water and hygiene 20.8313 7.357 8.452 -65 15| 0 0 0.09'
|[HC.R5 Environmental health 0 0 o] 0 of o o 000
| TOTAL 6.328.083] 8.619.034] 9.530.850} 36 11] 100] 100 100]

Source MISAU - DPC, CNS 2004-2006.

Most of the expenditure on the provision of curative care, particularly for inpatients, also includes the
expenditure on medicines acquired by the Warehouse of Medicines and Medical Supplies.

The medical care auxiliary services mainly consist of support services to diagnosis and do not have a
significant weight.

The quantity of medical supplies granted to outpatients reflects the value of medicines sold by the
private pharmacies. It was not possible to disaggregate the value of medicines supplied free of charge by
the public pharmacies.

Expenditure on prevention services was estimated through the expenditure on public health programmes,
including administration, and remained basically constant during the period being analyzed. The other
components of health related services, such as health research and development, food, drinking-water
and hygiene quality control and environmental health are regarded as activities that are strongly meant
for prevention. These activities also represent a non-relevant proportion in the entire health expenditure
and, therefore, the need of increasing funds channeling to these investment areas that allow for stable and
sustainable improvement of the health status of population.

Expenditure on administration and health insurance consists of expenditure on government administration
estimated through the budget allocated to the Ministry of Health, central bodies and to the provincial
health directorates. Part of the expenditure incurred by the primary level health units is included in this
activity.

The expenditure on prevention remained constant in absolute terms, but decreased in terms of
percentage. The expenditure on government health administration remained proportionally constant, the
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expenditure on curative care increased slightly, particularly in the component of admission and training
of care providers increased proportionally at a rate of 6 percent, although representing a restricted
proportion of the total expenditure. It is worth stressing that the government health administration also
includes the expenditure on the management of health centres and posts, budget of which is included
under district health directorates.

Figure |7 illustrates the evolution of expenditure structure incurred by activity and how the sector
financing increase reflected in the expenditure increase in all activities, particularly in the provision of

curative care (including the purchase of medicines) and investment.

Figure 17: Expenditure Evolution by Activity
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4.6. Conclusion

The study demonstrates that, although health expenditure has increased at a good pace during the period
with a peak in 2005, the health expenditure per capita still remains at low levels (US$2 | per capita), even
in comparison with the neighbouring countries.

The external funding increased substantially in the period being analyzed and represented the major
source of financing to the sector. The public financing continued increasing, having reached the peak in
2005 and represented about 30% of the financing to the sector. However, the public sector is the main
manager of the sector funds, with about 75%.

Excluding the expenditure on medicines and medical supplies for the public?® sector, most of the
expenditure is incurred in a similar proportion by the hospitals, managers and administrators of of public
health programmes and government health administration.

Most of the expenditure are incurred in the provision of curative care, followed by the services of disease
prevention and promotion of health and, finally, by the support services, among which administration
remains outstanding.

% Reference is made to expenditure on medicines incurred by CMAM, which alone represents about 20% of the

health expenditure .
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CHAPTER YV

5. CONCLUSIONS AND RECOMMENDATIONS

An analysis of the health expenditure per capita in relation with the health status indicators of the
population, suggests the existence of a positive correlation between these two variables, particularly in
the African countries. Most of the countries of the Southern Africa Development Community (SADC)
are in the group where expenditure increase would help improving the health of population, for example,
represented by infant mortality rate.

Figure 18: Health Expenditure per capita and Infant Mortality (2006)
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Mozambique is among the SADC countries with the lowest level of health expenditure per capita and
with very high rate of infant mortality, which, first of all, suggests that there is a need of increasing the
expenditure on health and of improving the efficiency of health expenditure.

In the positive correlation between the wealth of a nation (measured by the GDP per capita) and the
health expenditure in Mozambique, this country is in the group of those with low GDP per capita and
with a low expenditure per capita both in relation with the African countries in general and in relation
with the SADC countries.
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Figure 19: GDP per capita and Health Expenditure per capita (2006)
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Note: The expenditure on Health per capita in 2006 was calculated applying the annual exchange rate average. Other
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Souce : Mogambique: MISAU - DPC, CNS 2004 - 2006, Outros Paises: OMS, World Health Statistics 2009.

Health Expenditure Increase

Health has always been recognized as a key component in the interventions against poverty, both through
the Government Five Year Programme (PQG) and through the Action Plan for Reduction of Absolute
Poverty (PRSP). The renewal of the government intentions and the increase of the funds available were
immediately translated into an increase of resources for the sector. However, taking into consideration
the low Gross Domestic Product spent on Health, there are conditions for an increase of the expenditure
on health, particularly, the growth of the GDP is supported”.

The study documented a financing increase coming from all the major sources of funding of the sector.
However, it is still necessary to increase the health expenditure per capita. Although some exercises were
conducted in the past towards attaining such a goal, the necessary total amount has not yet been made
available.

The US$ 34 per capita is an indicative amount set by the Commission of Macroeconomics and Health
as an indispensable standard for health expenditure per capita. This fact is conducive to the comparison
between the countries, but it cannot reflect each country specific reality.

# In the analysis of the situation and of the possible strategies on the increase of the expenditure on health, it is
necessary to consider that the expenditure on health represented 6% of the public expenditure in 2006, but the
total public expenditure only represented about 25% of the GDP and, therefore, the expenditure on health in

Mozambique (which is mainly public expenditure) cannot be directly proportional to the GDP
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In Mozambique, the basic health care package consists of Primary Health Care in all its components.
Actions such as the definition of the load-type of the health units and the on-going reclassification of the
health units are part of the process aimed at supporting the health services. Once the previous phase
is implemented, the Primary Health Care expenses will be covered, allowing to obtain a reference value
for the minimum expenditure that is necessary in order to ensure the provision of basic health care for
the population. The existence of a reference value for the health expenditure per capita in Mozambique
would represent an important step in the context of sector planning and financing, as well as in the
process of mobilizing financial resources to be allocated to the Sector.

The prospects of increasing health expenditure must be analyzed taking into account the situation of the
Mozambican health system, including the challenges to be faced and the on-going actions as indicated
below:

a) External Financing Sustainability

The high flow of vertical funds and the limited predictability of external financing represent a huge
challenge to the planning and harmonization of actions to be undertaken based on different sources
of resources. In order to ensure an resource allocation that is not only equitable, but also efficient, a
discussion and the consequent implementation of a long-term partnership strategy with the main donors
would be fundamental.

The proportion of external financing also raises issues of sustainability of the sector in different points of
views. A more sustainable strategy would imply an increase of internal financing and of private financing,
for example, in the form of pre-payment schemes. However, these measures need a long-term strategy,
particularly because the basic services are free of charge and there is a movement towards free health
care in public service. The design of medium and long-term partnership strategies becomes indispensable
in order to follow up the gradual increase of other sources of funding.

b) External Financing Sustainability

The analysis has shown the will of the Mozambican Government of increasing the resources channeled to
the health sector and, at the same time, the rationality of allocating internal resources to the sectors that
do not benefit from external financing, especially with reference to investment funding.

c) Abolition of User fees payable by the NHS

The funding to the health sector has become a fundamental issue for the Governments and for the
citizens of the entire world. In many countries, the financial barrier has excluded the most disadvantaged
population from the health services and the costs of health care result, many times, in problems for the
patients and for their relatives. Currently, the abolition of consultation fees is being discussed. Specific
groups of the Mozambican population, such as children under 5 years, pregnant women and patients
suffering from chronic diseases are already benefiting from basic and essential services free of charge.

d) Private Financing

The study shows that the private financing is almost exclusively consisting of households’ direct payments.
The study also stresses a very limited utilization of health insurance in the country and the possibility of
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developing these and other pre-payment schemes as measures for mitigating the direct payment by the
households.

e) Expenditure Rationalization

The health sector is involved in a process of harmonization and rationalization of planning aimed at
improving the efficiency in the resources utilization. The introduction of the methodology of program
budgeting and the financial decentralization represent two important components of this process. The
strengthening of the planning process represents a necessary condition for increasing the funding to the
health sector and allows the attribution of resources to the priority areas, in light of the medium and
long-term development strategy.

f) Private Sector Development

Despite the effort endeavoured by the private sector, the public-private partnership on financing and
the provision of health care services have not yet been sufficiently explored. Problems like umbalanced
geoFigure distribution of health units, inadequate infrastructure, lack of adequate referral system, lack of
skilled human resources at different levels, insufficient technical assistance and the existence of workforce
whose technical skills and competences were not adjusted to the increasing and changing needs of a
overall Health System, affects the universal access to health care.

The present exercise of the NHA allowed obtaining key information for analysing and conceptualizing

health sector financing policies, it also demonstrated the usefulness of institutionalization of National
Health Accounts, as well as the need to continue with the reflection on the issues discussed above.
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ANNEXES

A.l a) National Health Accounts Matrixes in Mozambique 2004-2006 (1073 Mt)
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A.l ¢) Disaggregation of Institutions Providing Health Related Services

Description

Amount Spent

2004 2005 2006
Medicines 986,712 1,843,299 2,023,958
Prevention and public health services 156,755 326,608
FBK (' Investment ) 99,169 511,501.56 789,650
Health personnel education and training 71,7267 150,860 122,824
Health research and development 5,190 4,415 9,557
Food control, drinking  -water and hygiene 20,813 6,742 8,452
TOTAL(HP. 8 Institutions providing
health related se  rvices ) 1,339,906 2,516,817 3,281,049
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A.l 4) Notes on the Matrixes

Data Source

Method

Notes

Financing Sources

Public Funds

Execution Reports of the MoF (2004, 2005 e

2006)
Private Funds
Employers Questionnaires to institutions
Househ olds IAF (2002 - 2003) Data extrapolation

based on |IAF
2002/2003

Other Private Funds

Rest of the World

Questionnaires to partners and NGOs
Database available at site:www.odamoz.mz

Financial Agents

Public Sector

Misau

DAG Execution Repor ts (2004, 2005, 2006)

Ministry of Defense

Questionnaire to the institution  (Military Health
National Directorate )

CNCS

Questionnaire to the Institution and to the
Ministry of Finance  (Execution Reports )

Central Hospital

Execution Reports  of the MoF (2004, 2005 e
2006)

Amount received directly by
the Central Hospitals from the
Ministry of Finance

Provincial Health
Directorates

DAG Execution Reports (2004, 2005, 2006)
DPSs Reports (2004, 2005, 2006)

Welfare Fund ( public
and para -state
officials insurance)

Questionnaires to public companies

Survey on information related
with medical assistance to
workers

Non -Public Sector

Private Companies
Insurance

Questionnaires to private companies

Survey on information related
with medical a ssistance to
workers

Households Direct
Payments

Data extrapolation
based on |AF
2002/2003

NGOs

Questionnaire to NGOs and consultation with
Partners

Rest of the World

Questionnaire to Partners

Providers
Hospitals Questionnaires to Hospitals ~ and Activity
Reports (2004, 2005, 2006)
General Hospitals Central, Provincial and Rural Hospitals
Mental Health Psychiatric Hospitals Includes the expenditure on
the HPM and HPN
Ambulatory health Questionnaires to clinics, Consultation Rooms

care

and private health posts

Retail sale and other
providers of medical
materials

Questionnaires to Private and Public
Pharmacies

The group of public
Pharmacies was represented
by Farmac

Public Health
Programmes
Management
Administration

DAG Exec ution Reports, Questionnaires to
NGOs and Partners

Amount spent on public health
programmes administration

Health and Insurance
General
Administration

DAG Execution Reports, Provincial Reports

The data refer to the
expenditure on administration
at the central, provincial and
district levels, the expenditure
on health centres is included

in the district level, but without
including the expenditure on
insurance .

Institutions providing
health related

DAG, DPS, Central Depo of Medicines
Executio n Reports

The data refer to the
expenditure on medicines,

services surgical materials, ~ CHAEM,
training, construction and
rehabilitation .

Rest of the World MoF Execution Report (2004, 2005, 2006) The data refer to payment of

medical assistance abroad.

Activities

Curative Care
Services

Hospital Reports
Provincial Directorate Reports
2006)

(2004, 2005, 2006)
(2004, 2005,

To split the curative
care into internal and
external patients, PDE
(Patient day
equivalent), which is
based on the
assumption that the
interna | patients
consome 3 times more
than the external
patients was used.

The value of curative care
includes the amount spent in
the administration of hospitals
and medicines

Internal patients

External patients

Rehabilitation Care
Services

Medical care auxiliary
services

Comeprises a variety of
services like laboratory,

and transport of patients
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Medical items
provided to external
patients

Prevention and Public
Health Services

Administration and
health ins_urance

Establishment of
Capital for intitutions
providing care
services

DAG Reports (2004, 2005, 2006)
Central Hospital Reports (2004, 2005, 2006)
DPSs Report (2004, 2005, 2006)

Health Personnel
Education and
Training

DAG Execution Reports (2004, 20 05, 2006)
Provincial Directorates Reports (2004, 2005,
2006)

Hospitals Reports (2004, 2005, 2006)
Questionnaire to Partners and NGOs

Health research and
Development

DAG Reports (2004, 2005, 2006)
Central Hispital Reports (2004, 2005, 2006)
Questionnaire  to Partners

Control of food,
drinking -water and
hygiene

Provincial Directorate Reports

Environmental Health
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A.2 African Countries Statistics

Despesa Publica em

Despesa om Saice | Ssidecomo i de | UGS | S porcapn [TEISHUSD | i
(2006) USD (2006) USD-PPP (2006) Infantil (2003)

Algeria 42 1,9 148 315 7740 41
Angola 2,6 5,0 I 115 5385 260
Benin 47 10,8 26 61 1312 154
Botswana 71 178 379 815 13604 112
Burkina Faso 6,3 15,8 27 73 1124 207
Burundi 87 24 10 31 341 190
Cameroon 46 6,7 45 94 2128 166
Cape Verde 49 1,1 12 139 3041 35
Central African Republic 4,0 10,9 14 27 713 180
Chad 49 13,8 29 72 1477 200
Comoros 32 8,4 16 27 1143 73
Congo 2.1 54 44 74 3511 108
Céte d'lvoire 38 42 35 63 1690 193
Democratic Republic of the Congo 6,8 58 10 19 298 205
Equatorial Guinea 2,1 6,9 440 633 30627 146
Eritrea 36 42 8 19 626 85
Ethiopia 39 10,0 7 26 779 169
Gabon 45 14,0 351 628 15167 91
Gambia 50 1,2 15 57 1225 123
Ghana 51 44 33 76 1334 95
Guinea 58 47 20 65 1140 160
Guinea-Bissau 58 4,0 12 29 477 204
Kenya 46 97 29 67 1542 123
Lesotho 6,8 8,2 51 98| 1541 84
Liberia 48 98 7 15 362 235
Madagascar 3,2 9,3 9 28, 932 126
Malawi 12,9 171 21 62 761 178,
Mali 58 12,2 31 67 1083 220
Mauritania 22 53 19 41 1927 184
Mauritius 39 9,4 230 488 11296 17
Mozambique 53 6,0 21 47 802 158
Namibia 87 11 281 421 5155 65|
Niger 59 17,8 16 38 627 262
Nigeria 38 35 33 59 1969 198
Rwanda 10,9 18,8 33 89 866 203
Sao Tome and Principe 6,3 10,3 49 95 1638 118
Senegal 58 12,0 44 92 1666 137
Seychelles 6,3 88 565 931 16394 15
Sierra Leone 4,0 78 12 29 679 283
South Africa 8,0 9,1 425 715 9757 66|
Swaziland 6,3 11,2 155 300 4789 153
Togo 6,0 58 21 46 1208 140
Uganda 7,0 8,9 24 71 788 140
United Republic of Tanzania 6,4 13,7 23 72 1059 165|
Zambia 6,2 16,4 58 79 1358 182
Zimbabwe 93 89 38 126)
Media Paises Africanos 55 8,7 58 M

Media Paises Alto Rendimento 1,2 171 4012 3848

Media no Mundo 8,7 14,3 716 790

Fonte de Informagao: 1) WHO - World Health Statistics 2009: Despesa em Satde como % PIB (2006), Despesa Publica em Satde como % da Despesa Publica (2006), Despesa Total em
Saude per capita USD (2006), Despesa Total em Satde per capita USD-PPP (2006). 2) WHO - Afro Statistics: Taxa de Mortalidade Infantil (2003). 3) World Bank - World Development
Indicators: PIB per capita USD PPP (2007). 4) Contas Nacionais de Saude de Mogambique (2004-2006): Mogambique - Despesa em Salide como % PIB (2006), Despesa Publica em
Saude como % da Despesa Publica (2006) e Despesa Total em Saude per capita (2006).
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