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Topics covered in this lecture:
Definitions of financing and other related terms.
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The three key functions involved in funding

healthcare dis<i lale (5 shaiy (Al OGN s Hl) Cailla
fuaall dle )

Sources of finance Jxs«ill jlas
Allocating resources 2_)) sl (auads



Introduction 4«2«

* Health financing is a core function of health systems. 45 s Auall Ja gaill

* Expenditure levelsvary between countries../ak (e GUEN) Gl glae AT

* The amount spent on healthcare depends on wealth. s 434 a3 3 Aluall
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* Indeveloping countries, financing is a major barrier to health care delivery.
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Definitions <l y=i

* Financing: :J:gaill

* Finding a way to pay for something.
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* The management of funds for healthcare.
Joaaall e L daldl J1ged 5 )

 “The function of a health system concerned
with the mobilization, accumulation and
allocation of money to cover the health
needs of the people, individually and
collectively, in the health system” (WHO
2000).
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Objectives
when
funding
healthcare
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All individuals who need
care have access to
health services (equity)
) Gsabiag cpdll 318 aaa
o Jsash agisa; s
(Cikalyl) Lawal) clasil)

All services provided are
best value for money
(efficiency)
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Definitions <l y=i

K

e Revenues: <ile \&la)

* Are the receivables (money that is owed to
the facility and that the facility will be
receiving), comes primarily from payment for
services provided to patients.
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Business structure Jue Y J<ua

For Profit: :z= !

A for-profit organization is set up with the intention of
making a profit, similar to many other businesses. au
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The goal is always to bring in more revenue than needed
for expenditures (expenses, costs, and taxes). &ila csagll
allssl) g laaill) laaill o gllaa ga Laa HAS) Cula) p) (3a8s% ga
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When these two numbers are equal, this is known as
bjeti!l(\ing even. =S e.u\.\ 1 8y ¢ el Hlaa (g gbut Ladie
. 'J A

Once the amount of revenue exceeds expenditures, this
is called profit. ew ¢ Glaaill Glal Y alie )bty o 2
@)M RY

A simple formula is used: i Aapa aladiu) 5

* Profit = Total Revenue - Total Expenditures.
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Business structure Jdee ¥ JSaa A4
* Not-for-Profit: 7= Al 4dala e

e Still care about the balance of revenue and expenditures.

Llaadl) g Slal Y o) e A Y

* The difference between a nonprofit and a for-profit company is

that : 10} s mollddals 4S50 4y ) e 4S5 G (94l

1. A for-profit facility pays out profits to investors, a not-for-profit
organization must reinvest the money back into the facility or into
enhancing the services provided by the facility. 4wl L) 4 58
JLA.UM‘ oJ\.c\ C._\JHAAJ\.@J\ ).\.c FNAA| L_,,Js (a0 g ¢ u.\).ua...mﬂ CDJY\ @m

L..u.d\ \.G_Adsa u_d\ CiladAll JA):U uﬁ j\ \.uu..d\ uﬁ d\yY\
2. A not-for-profit corporations are tax-exempt (do not pay taxes).
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3. Funds coming into the company from sources other than patient
services may be considered donations rather than investments.
Donations are often tax-deductible for the donor. _lie! (Sa
ool g Gle 4 ooa gl Glead e 5 AT jalas e 28,30 ) 53 ) ol J) Yl
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Patients Partnerships Care
' ' Providers
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Employer Jeal) caala
—. | SEEK Care from —» Provider
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Prepays premiums to Bills to
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Insurance company
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Health

Business structure Jee¥! J<ua

* Third-Party Payers
il i yal) 2800
The term third-party payer
describes an agency,
organization, or individual that
pays for health care services
even though it is not directly
involved in the health service.
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Flow of finances J! seY! 383




Revenue collection: The means by which a health system collects money fromir “
households or external sources.
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1 Revenue collection <lal Y Juasd | ] i;i‘-;’

 Revenue collection concerned with the sources of revenue (who pays) for health care, the
type of payment (what are the contribution mechanism?), and the agents that collect these
revenues (who collects?). L) z8l & sis ¢ dawall Lile Il (282 (o) S5 jolass S pY] Juasi Glei
(lelianis o odo (1) I pY) 038 srang Cpdl] S ol 5 ¢ ($lat L] L] 4

* All funds for health care, excluding donor contributions, are collected in some way from the
general population or certain subgroups. ¢tiiul ¢« Laanall dle HU dacaiall J) sl pres pen ol
Ame due 5 e gean e gl O Ade e W A8y jlay ¢ cpailall Cilaaliss

e Collection mechanisms include taxation, social insurance contributions, private insurance
premiums, out-of-pocket payments (direct payments made by a patient to a provider) and,
loans. Jle gl g ¢ alall Qg.om\ L\.m.éi_g ¢ ‘é_c\.af\;‘ﬁ\ u.ml_ﬁ\ Glaabia g ¢ il pall Juaadl) i Jods
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* Collectionagents (which in most cases also pool the funds and purchase health care services
from providers) could be government or independent public agencies (such as a social
security agency), private insurance funds, or public and private health care providers
(hospitals and health cente /& J) sa¥) araaty Loyl c¥lal) alina B () g0 g8y 0adl1) Jraail) £3S g
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Pooling of resources
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Pooling: Accumulation of prepaid health resources on behalf of
population so that the financial risks required by certain high-risk

individuals are compensated by money from lower-risk individuals.
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When pooling resources: :2,! sl graad aic

* Money should be collected in advance — Prepayment contribution
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e Contribution should be based on ability to pay dealuall atid f s
gl e sl e

e Access should be based on need dalall e J sa sl aaing o) cany

A mix of contributors is needed (contribution>need, contribution
=need, contribution <need and zero contribution with need)
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We pool two things: Funds and risk shiall g J) sa¥) 1 Cmind G pand Gad




2. Pooling of resources 2_) sall araxd

Sharing financial risk between contribut

Omaaloadl G Al Hlalaal) aules

Without Risk Pooling

Let's say we have 10 people. 1 person becomes ill during the year.

ak

With Risk Pooling

Everyone pools their resources together before anyone falls il
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* Both tax-based health financing and health insurance
involve pooling while fee-for-service (out-of-pocket)
user payments do not involve the pooling of
resources. <8l pall o 8l aall dsaill o S oy
da2All d.\\_u A';'.L.m]\ g_m\.c)sd.o O u.\; s c.m;.d\ @..45\ Celdl)

. Poollng aIIows for from low- to
high-risk people (example: charging more than the
cost of production for a service or a group =2 less than
the cost of production can be charged for another

service or to another group). Jalidll acﬂb gl ans
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Risk Pooling: Cross-Subsidy /Redistribution

Cross-Subsidy from Cross-Subsidy from Cross-Subsidy from

Low-Risk to High-Risk Rich to Poor Productive to Non-Prod.
Part of the Life Cycle
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3. Resource allocation (Purchasing of health
services) Glaaall ¢l y&4) o)) gall (yauadd 3

The transfe[ of pooled esources to service f‘rﬁ
providers. .Aedidl) il dzasal) 3 ) gall J&

e Purchasing of health services is done by public or
private agencies that spend money either to provide
services directly or to purchase services for their
beneficiaries. SV Sl J8 (e Laaiall Gilasdll o] 4 o5
515 il coleadll) il Lol J) el 585 3l Aalall 5f Aalal
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* |n many cases, the purchaser is also the agent that
pools the financial resources.
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3. Resource allocation (Purchasing of health services)

e Purchasers of health services are typically the MOH, social
security agency, district health boards, insurance
organizations, and individuals or households (who pay out of
pocket at time of using care) oif— o Al Glerdll ;J-w-«
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* Purchasing can be either passive or strategic; s~ O (S
‘L\A.\.\\J_Lu\)\\_uh\.a\ ;\J.HJ\

- passive purchasing—> follows predetermined budgets or pays
bills when they are presented, 33sa Gl jue anhy - bl o) &0
¢ Lgaasi die ﬁ\jd\@mj\m

- strategic purchasing = uses a thoughtful approach to
seeking better quality services and low prices.
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AN Insurea patient pay any ot three types ot

payments to the provider:
3954l Cile gaall e £ 63 ADE (e L) Adde (hagall oy sall b,
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1. Co-payment: Also known as the co-pay, a co-payment is a
fixed amount paid by the patient to the provider for each
encounter regardless of what is provided during the visit.
Aie o & jiddl adall ¢ @l jidall adall anly Wyl Cag gaall 1l jifiall adall
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2. Coinsurance: In some policies, the patient agrees to pay a
percentage of the allowed amount, while the policy pays the
rest. For example, with an 80/20 policy, the third-party payer
reimburses 80% and the patient pays 20 %. (& <l yiiall Ul
4 7 s y\w@pw@agﬁu@ﬂ\@\ﬁ‘ Slaluadl oany
&3 ¢ 80/20 Ll g ¢ Jial) Jos e AL Lad sl 2 Laiy ¢
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3. Deductible: This is the amount of money that a
patient must pay out of pocket each year before
third-party payer benefits begin and is stated in
the policy agreement between the policy-
holder (the patient) and the third-party payer.
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Payment Methods a2l 3,k

e Allintermediaries and revenue managers as well as
individuals and households are purchasers of health
care services, 31 2Y) SUiS g culal ) (5 ey sl gl aren
Asaal) dle 1) clasd o9 Al (e al ¥l g

* The payment mechanisms are the following:
‘_,JLJIS R éﬁﬁ\ <L)

* Global budgets a government agency determines the total
amount of money that it has available to be allocated to all
hospitals, physicians and clinics in the country . Allocations
depend on the type of facility, its historical budget, number of
beds (for hospitals), per capita rates, or utilization rates for past
years.
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* Line-item budgets are allocated for each
functional budget category, such as salaries,
medicines, equipment, and administration.
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LINE ITEm BUDGET

PROP

Personnel | Services

Classification Hours

Wage/Hour

Principal Engineer

Senior Engineer

Operating Expenses (Prorated for Project)

« Includes

o Travel Expenses

« Supplies (less than $5,000 per item)

Equipment ($5,000 or more per item)

+ _Itemize each piece of equipment




* Capitation allocates a predetermined amount
of funds per year for each person enrolled
with a given provider (usually a primary care
provider, such as a GP).
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Payment methods Cont.

* Per diem payment is a
predetermined payment that
providers receive for each
patient day of hospital stay;
the amount of the payment
usually varies by hospital
department. 3 ke sl adal
sadia LALal Wi 300a0 dndd e
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* Case-based payment is the estimated cost of
all interventions typically prescribed for the
treatment of a given condition. It pays the
provider for each patient treatment episode,
according to a predetermined payment
schedule. 4 il 48l g Al bl e adal
Ay Alme Al el sale 48 gom gall AN xreal
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I Fee for service is the out-of-pocket payment that patients
make for each health care service at the point and time of use
(also known as a user fee in the public sector), or payment by
other entities (such as a health insurance organization) to
providers for individual health services provided to beneficiaries.
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Measures of national income (<5 Jaall (uplia

National income is usually expressed as GDP or GNI . _x=dll o L 33le
Slaal) ostll JAal o Jlaa¥) sl gl il e il Jaall e
GDP is the money value of all the goods and services produced within
a country and can be measured in three ways: s Jlal) Jsall 50l
1Bk GO Al (S Lo aly Jabs datiall Gileadd) 5 adud) asead dallall daudll
1. The output method is the value of all goods and services produced in
an economy 2Lyl A datiall leadll 5 alud) aes dad o #) AY) 4G Hla
2. The expenditure method is the amount of resources spent on the
goods and services produced in an economy _lis & Byl 48yl
Aaidy) 4 daiial cleaadll g aldl e Lgilas) 25y Al o) gl
3. The income method Is the incomes received from producing the

goods and services produced in an economy alivall Jaall o Jaal) 4a, )l
a8y L daial cleadl)  alud) L)



Gross Domestic Product (GDP) and Gross
National Income (GNI)
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GDP depends where the economic activity Is
located while GNI depends on where the
eople (owners of the labour and capital) are
ocated Llidll Hlka e Jaa¥l Asall bl dia
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The main difference between GDP and GNI Is
that GNI includes net income from abroad
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Indicators to monitor and evaluate health
system financing
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Total Health Expenditure (THE) per capita in
international and USS.
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The sum of all health expenditures (including all
sources of funds, external, government, and non-
government including household OOPs)/ Total
population. Sl GA \.A.\) s all ilaail) e & sana
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In Jordan

* Based on the commonly used developmental
indicators, Jordan fares better than most
countries in the low middle-income category

Oumdl 03,91 (8 ¢ o) Gl i) 25l e 30

* Gross domestic product (GDP) amounted to JD (
23.9) billion and per capita GDP was JD ( 2939.6 )
(Department of Statistics, DOS 2013)

3 AN ai g i bl (23, 9) Aty sl i
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DOS 2013)



* The total expenditure on health care in Jordan
amounts to JD 1.881 billion (US 2.7 billion)
and the per capita expenditures to JD 231.8
(USS 327.4). (2013)

 The total expenditure on health is 8% of the
GDP and is considered high for a middle-

Income country.

* The proportion of government budget
allocated to health sector is almost 11%.



Figure (1): Sources of Health Funds
Jordan NHA 2013 Sources of Fund to Financing Agents

¥ UNRWA % Rest of the world
58,467,144
2 HH 2.97%
654,002,130 B MOF

33.24% 740,019,486

37.61%

B Private Firms
244,174,468 B Other Gov B MOPIC

12.41% 251,840,433 3,653,692
12.80% 0.19%



MOF was the major source of health care funds (37.61% in
2013).

The household = the second largest source, (33.24%).

Household contributions are made primarily through
premiums paid to health insurance plans and more
importantly by out-of-pocket expenditures.

Private firms provided around 12.5%, by funding for their
employees’ health insurance plans through self-insurance
or commercial insurers.

Donor contributions (Rest of the worlds), without the
UNRWA contributions was around 2.9 %.

UNRWA'’s share amounted to 0.77%;

other governmental entities supplied 12.8% of health care
funds, MOPIC 0.19%.



In terms of expenditures,

The public sector accounts for 65.7%,
Private sector accounts for 31.6%,
NGO for 2%,

and UNRWA clinics for 0.7%



Health expenditures by function

/5% is spent on curative services,
16% percent on preventive measures (PHC),
6% percent on administrative activities,

1.5% on training, and 1.5% on miscellaneous
activities.

The expenditure on drugs at JD 500 million is
higher than most countries in Jordan’s income
group. It accounted for approximately 26.60% of
the total expenditure on health care services.
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