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Overview of cost methods

" Review general
concepts for costing
methods

= Case study for HPV
vaccination across

four countries (Levin
et al. 2013)
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Prelude

* Bountiful costing terms and
methods.

e Purpose determines the
choice of methods.

* Time horizon and timing of
costing matters.

* Perspective is about whose
costs?

* Scale and scope will affect
the total and unit costs.
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Basic approach

* Define the problem
*|dentify

* Measure

*Value

 Calculate
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|[dentifying Costs- types of costs

* Direct Health Care costs
* Treatment or preventative care
* Hospital, facilities, communities, home
* Medication, procedures, tests, equipment

* Direct Non-Health Care costs
e Out-of pocket expenses- transportation, child care

* Productivity costs (Indirect costs)
* Lost economic productivity due to disability or death
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ldentifying costs: Basic elements to consider

For example

Staff costs, drugs, supplies

Costs for the health sector

Costs for patients and Out of pocket expenses
their families

Lost production form work
Costs for other sectors absenteeism
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Cost methods

* Micro-costing methods
* Bottom up costing

* Quantify and cost out every input consumed in preventing or
treating disease in an individual

* Gross costing or using average costs

* Allocate the total budget (expenditures) to a particular
department or service.

* Top down costing

* Not mutually exclusive
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Analytical approach- Measurement

Step-down accounting
* Health facility level

Activity based costing

Published by Oxford University Press in association with The London School of Hygiene and Tropical Medicine  Health Policy and Planning 2008;23:408-427
© The Author 2008; all rights reserved. Advance Access publication 28 August 2008 d0i:10.1093/heapol/czn018

An activity-based cost analysis of the Honduras
Community-Based, Integrated Child Care

* Identify major functions
or cost centers of the b e
fa C| I |ty Recepted 12 Wiy 3008

The Honduras AIN-C programme is a preventive health and nutrition pro-
gramme of the Honduras Ministry of Health (MOH) that relies on volunteers to
help mothers monitor and maintain the adequate growth of young children. A
quasi-experimental, design-based evaluation found that the programme achieved
near-universal coverage and was effective in improving mothers” child-rearing
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Cost of maternal health services in selected
primary care centres in Ghana: a step down
allocation approach

knowledge, attitudes and practices, including feeding and appropriate care-
giving and care-secking practices for children with diarthoea and acute
respiratory illness. The programme is widely regarded as a model. This study
was undertaken to provide the first comprehensive estimates of the cost of the
AIN-C programme, with the goal of providing a programme and financial
planning tool for Honduras. An additional comparison of study findings was also
undertaken to determine the cost of the AIN-C programme’s community-based
services relative to a similar facility-based service. Expressed in mid-2005 US
dollars, the study found that after the programme is phased-in: (1) the annual,
recurrent cost per child under 2 years participating in the programme is $6.43;
(2) the annual, incremental budget requirements per child under 2 years
participating in the programme are $3.90; (3) the cost of an AIN-C monthly
growth monitoring and counselling session per child is 11% of the cost of a
traditional MOH, facility-based growth and development consultation per child;

Abstract
Background: v and (4) the effect of mothers substituting AIN-C monitor care for MOH facility-
« C based care ‘saves’ 203 000 outpatient visits a year, with a potential cost saving of
2 $1.66 million, the equivalent of 60% of the recurrent cost of the programme and
Methods: 1o o0, » 1 - . TS roughly equal to the annual incremental budget requirements of the programme.
Sensitivity analysis of the cost estimates is performed to provide insight, for
L ADA countries considering introducing a similar programme, into how modifications
sebveey 1 - . of key characteristics of the programme affect its costs.
v . Keywords Nutrition, community-based nutrition, cost analysis, health care financing,
v - r community participation, volunteer incentives
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Empirical data collection methods

Ingredients approach Expenditure approach

. - - * Use total expenditure from
Collect information on budget or expense reports

quantities and the prices from Ministry of Health,
used to value all implementing organization
resources. (i.e. NGO), or donor.

l0si03/11_[169 icati 5000 [0 5 [l [0 q q
10/03/11_|170 | Motorbike Mai 4000 0 q q 0 4000 q
12003/11_[171__|Safari allowance 9374 [} q q 0 q 9374
24/03/11_[172|Bascline Survey/Home visits 3000 [} q 8000) 0 q q
[25/03/11_[173|Quarterly Mecting 3000 [} q q 8000 q q
[25/03/11 [174_|Logistical support 2323 [ q 232 0 q q
[25/03/11 [175[Safari allowance 9374 0 q q 0 q 9374
[25/03/11_[176__[Salaries for March 33129 33123 q q 0 q q
[28/03/11_[177 [Stationery 5000 [ 5 [l 0 q q
I@osu 1178 [Fuel 8000 [ q [l o q 8000)
01/04/11_[179 [Training Ag Extension Officers 79320 o q o 79320 q q
2" Vine 30000 [ 30000 [} q q
[Purchase of Fertilizer 24500 [ 25 o [} q q
icati 5000 0 50 [l 0 [l [l
120411183 [Fuel 8000 0 0 [l 0 [l 8000
14004/11_|184___Safuri Allowance 9375 q q [l 0 [l 9379
14/04/11_|185___|Logistical Support 2323 q 0 232 0 [l [l
15/04/11_[186__[Follow-up Visits 5000 0 [l [l 0 [l 5000
19/04/11_[187 [Stationery 5000 0 5 [l 0 [l [l
21/04/11 |18 [Salaries for April 3312 33123 q q 0 q q
210411 ’@ ILabels for fari 8000 0 q q 0 8000) q
4/04/11_[190 Mecting 5000 [} q q 5000 q q
[26/04/11_[191|Demo plot Establishment 89850 0 q 0 89850] q
[TOTAL AMOUNT IN LOCAL CURRENCY (%) 682768 132500 97500 100520
[TOTAL AMOUNT IN USS DOLLAR (**) 8753.43  1698.72 1250 1288
REPORT PREPARED BY:

NAME: LYDIA AKINYT
TITLE: ACCOUNTANT

SIGN.
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Cost classification

Different way to consider costs categories
* Inputs

* Cost centers/function/activities

* Source of funding

* Level of service delivery

e Start-up costs verses recurrent

* Intervention specific costs verses joint or
shared costs

* Combine categories inputs by activity ¢
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Cost categories: Inputs

Fixed costs™ - remain the same regardless of the quantity of
output produced

® Equipment (Vehicles, laboratory equipment, computers)
® Development of training or communication materials
® Overhead (building, utilities, indirect expenses)

Variable costs- depend on the quantity of output.

® Personnel allowances —travel and per diems

® Supplies (IEC materials, drugs and health commodities)

® Transport costs (fuel, maintenance, taxi, public transport)
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Valuing capital costs

* Large expenditures that last over one year.
* Could be a hospital, vehicle, laboratory equipment.
* Depreciation is included in costs.

* Also often investments that must occur at the
beginning of a project or program.




How to calculate depreciation?

* Equipment costs US$10,000

e Useful life years of 5 years
* Financial depreciation is $10,000/5 = US$2000 per year

e But this misses the opportunity cost of investing that
capital elsewhere.

O
WA UNIVERSITY of WASHINGTON H E I S I



Economic depreciation

e Current value: USS10,000
Useful life years

Discount rate 5% (more challenging to calculate the real rate
of interest)

Annualizing factor (standard tables available)= 4.580
Economic depreciation
* $10,000/4.212=52,183

* So, if you paid out $10,000 initially, actually paying more than
USS2000 per year

e Actual amount will depend on the interest rate.
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Valuing volunteer labor

 Community health workers (CHW) provide a lot of
support at both the community and health facility
level.

* Economic or opportunity cost of next best use of
CHW time.




How to value volunteer time?

* Is the cost of volunteer labor zero?
* Even if unemployed, they could be doing something else
(leisure or productive) with their time
* How to value?
* Use the value of similar employed resources

* Use a single wage regardless of their actual employment
(maybe agricultural wage rate?)
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Sources & methods for collecting quantity and price data

* Administrative data bases
* From health facility
* Project expense reports
* MOH centralized records

e Standardized reporting forms

* Surveys for providers and
beneficiaries

Review of patient charts

Observation or time-motion
studies

Expert panel

Published price lists
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Calculate total, average and incremental costs
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Sensitivity analysis

= Process of assessing the robustness of an economic
evaluation by considering the effects of uncertainty.

= Consists in:
= |dentifying the (uncertain) variables.

= Specifying the plausible range over which they should
vary.
= Recalculating results, usually based on:
= One-way analysis
= Multi-way analysis
= Extreme scenario analysis
= Threshold analysis.
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