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FINANCIAL ANALYSIS 

A. Introduction 

1. The financial analysis of the proposed Urban Primary Health Care Services Delivery 
Project in Bangladesh was undertaken in accordance with the Guidelines for Financial 
Management and Analysis of Projects of the Asian Development Bank (ADB).1 The financial 
analysis covers overall health expenditure, municipal finances, financing mechanisms, fiscal 
impact, as well as a summary of financial management assessment. Financial cost–benefit 
analyses were not undertaken because the project has no revenue-earning components.  

B. Overall Public Health Expenditure 

2. The country’s third national health accounts reported that around 3.4% of gross 
domestic product was allocated to the health and family welfare sector in 2007.2  Total health 
expenditure was $2.33 billion, with per capita spending on health at $16.20. Per capita health 
spending in Bangladesh compares unfavorably with that of some neighboring countries: $29 
(India), $17 (Nepal), $19 (Pakistan), and $57 (Sri Lanka). In 2007, total health expenditure was 
provided by households (64%), public sector (26%), and private firms (1%).3 The Ministry of 
Health and Family Welfare (MOHFW) budget comprised 97% of public health spending, mainly 
disbursed to healthcare providing units. Direct health expenditure by other ministries comprised 
the remainder of public health spending in 2007. In 1997–2007, development partners 
contributed 5–9% of their assistance through government or nongovernment organizations 
(NGOs). Of total health expenditures, drugs and medical goods comprise 50.7%, curative care 
21.6%, and preventive and public health 12.3%. Public and preventive health services are 
included in the maternal and child health, family planning, and awareness programs. It should 
be noted that preventive and public health is largely the responsibility of government and is 
grossly inadequate to address negative urban health trends.   

3. The government’s 2011 health policy emphasized the need to allocate more funds to 
health and to spend at least $24 per capita, compared with the $16.20 spent in 2007. The 
MOHFW has accepted this as a goal in the health, nutrition, and population sector development 
program for 2011–2016. Though the 2011 health policy stresses the need to expand health 
services in urban areas, especially for the poor, the 7% of total government expenditure relating 
to health is targeted mostly at the rural poor and the health needs of the urban poor are largely 
unmet by public interventions.2 This is mainly because public authorities often do not recognize 
the slums as an integral part of the city. The financing of urban public health is the responsibility 
of the country’s urban local bodies (ULBs)—the city corporations and municipal governments. 
The main revenue sources for ULBs are transfers and grants from the central government; 
taxes, fees, and fines; rents and leases; and loans. The remaining revenue includes transfers 
from the Local Government Division such as general revenue block grants and support for 
specific projects. The largest share of PHC is financed from the projects of development 
partners, followed by financing for government-supported projects. A principal means of 
delivering urban PHC is through partnership agreements between ULBs and NGOs that are 
funded by donors and development partners. Examples of this approach include ADB’s Urban 
Primary Health Care Project (UPHCP)4, U.S. Agency for International Development’s (USAID) 
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Smiling Sun Franchise Program, and Bangladesh Rural Advancement Committee’s (BRAC) 
Manoshi program funded by the Bill & Melinda Gates Foundation.  

4. Health care facilities and services in urban areas are inadequate to meet demand created by 
rapidly growing populations and heavy migration from the rural areas. The allocations to health care 
by cities and municipalities are insignificant and substantial resources are needed to give the poor 
greater access to quality PHC.  In recent years less than 2% of the local government budget was 
allotted to health services, primarily for public and environmental health (mainly solid waste and 
drainage). Therefore, the Local Government Division (LGD) has to formulate plans to ensure stable 
and increasing availability of funds to the ULBs. Municipalities, whose own financial resources are 
limited due to a small tax base and low collection efficiency, depend on the national government 
for much of their financial resources. As municipalities collect only 60% of taxes due, they need 
to improve their tax collection to increase their resources. Only about 30% of smaller 
municipalities collect as much as half of their estimated holding taxes due them, which are their 
most important local source of revenue. The government is developing efforts to raise the 
revenue income of the ULBs from a rationalized tax and tariff structure as part of fiscal reform.  

5. Financing mechanisms for primary health care. The urban primary health care (PHC) 
services provided by the cities and municipalities are underpriced and underrated in terms of 
cost recovery. Grants from the government to ULBs usually amount to only half of what they ask 
for and the government usually specifies the sector or area where the funds are to be spent. 
Although public health and PHC are listed as priority areas under the medium-term budget 
framework of the LGD, which oversees the ULBs, most of its funds go to infrastructure and the 
maintenance of roads. Despite the contributions of UPHCP, USAID, and BRAC, development 
partner support to urban PHC is inadequate to provide the PHC that the urban poor need. 

B. Health Financing Schemes 

6. An innovative concept introduced in 2009 under the UPHCP II was the establishment of 
a central urban PHC sustainability fund to cover operation and maintenance costs and to ensure 
both the financial and physical sustainability of urban health care services provision and the 
commitments of ULBs under the project. The project formed a fund committee within the LGD 
and a number of similar committees within the concerned ULBs to ensure that 1% of the total 
annual revenue budget of each participating ULB was contributed to the permanent fund. As of 
June 2011, Tk38.49 million ($522,000) had been deposited (Table 1). 
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Table 1: Contributions to the Sustainability Fund as of June 2011 

Urban Local Body 

Transferred to UPHC 
Sustainability Fund 

(Tk) 

Dhaka City Corporation 20,000,000 
Chittagong City Corporation 10,000,000 
Rajshahi City Corporation 500,000 
Khulna City Corporation 700,000 
Sylhet City Corporation 1,200,000 
Barisal City Corporation 1,105,000 
Bogra Municipality 2,076,000 
Sirajganj Municipality 450,000 
Comilla Municipality 1,957,313 
Savar Municipality 400,000 
Madhabdi Municipality 100,000 
      Total 38,488,313 

7. Aside from contributions from ULBs, all of the user fees that serve as income for the 
partnership agreement NGOs from the primary health care centers, comprehensive 
reproductive health care centers, and other sources were to be deposited in the fund, of which 
80% is retained and reserved for use by the respective ULBs and the remaining 20% by the 
respective NGOs. The NGOs can utilize these funds to enhance their PHC services with 
approval of the related ULB’s fund authority. ULBs cannot use the fund unless financial 
contributions or matching funds from their own revenues are equivalent to the amount of user 
fees has been provided. These funds are for development purposes and not to be utilized for 
routine operations. 

C. Financial Management Assessment of Urban Local Bodies.  

8. Using structured questionnaires and interviews, ADB conducted a financial management 
assessment (FMA) of the proposed executing agency (the LGD), and selected city corporations, 
which will be implementing agencies, to evaluate their ability to undertake and fulfill ADB’s 
fiduciary requirements for the project. Among the findings of the FMA were the following:5 

(i) The financial management system of the ULBs is characterized by a lack of 
internal audit function and control, non-segregation of accounts, inadequate 
financial recording and reporting, and overall lack of adherence to sound 
accounting practices. 

(ii) The financial management procedures followed by the LGD and the city 
corporations are generally in accordance with standards acceptable to ADB. 
However, issues were identified during completion of the FMA questionnaire that 
will need to be specifically addressed by the government or the LGD in 
assurances or loan covenants or release conditions.   

(iii) The LGD’s financial management capacity as executing agency needs to be 
strengthened and will reach an acceptable standard with support from financial 
management consultants.   

(iv) The organizational structure of the city corporations mainly consists of a chief 
accounts officer and seven accounts officers. The existing structure and staffing 

                                                 
5  The detailed assessment of the ULBs’ financial management function is presented in Supplementary Appendix A, 

Financial Management Assessment.   
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level of the Project Management Unit, the Project Implementation Units and the 
ULB’s financial section, accounting system, extent of computerization, as well as 
staff qualifications and capacity need to be strengthened. 

D. Fiscal Impact Analysis 

9. Several assumptions were made in the fiscal impact analyses. As a result of the 
project’s streamlined financial management information system (FMIS), improved cash flow 
management, user charge and sustainability fund collection efficiency, and improved 
performance through performance-linked indicators, the analysis projects that the project will 
realize total disbursements of about US $81 million by the end of its implementation.  A financial 
plan showing the fiscal impact of the project and identifying the funding needed to finance 
project expenditures during and beyond the project period is in Table 2.  Several commitments 
will terminate at the end of the project by means of cost recovery, which will be plowed back into 
related subprojects and hence, will reduce their financial burden on the government. Some 
efficiency and quality gains will have long-term beneficial impacts and are not susceptible to 
short-term resource constraints. Additionally, revenues generated from project activities (i.e., 
user retention fees) would be able to cover most, if not all, of the recurrent costs arising from 
project interventions.  

10. In Table 2, the government’s annual commitment to the project as a percentage of total 
government expenditure is on average 0.08% and on average 0.91% of the LGD budget, over 
the five-year period. To continue the project one year beyond the project period would require 
Tk0.92 billion per year, which is 0.05% of total government expenditure. Government funds 
would be adequate to sustain the program into the future. 

Table 2: Fiscal Impact, 2008–2017 

 

E. Strengthening Financial Management and Governance 

11. The project will take several steps to improve and strengthen financial management and 
governance. The steps are guided by findings from the recent FMA of the proposed executing 
agency (the LGD) and selected city corporations, which will be the implementing agencies. 

12. Improve and modernize financial management systems. This will entail streamlining 
the existing financial management systems (i.e., budgeting and financial planning, accounting, 

Budget

Indicator FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017

GDP (at current prices)
a

5,357      6,140      6,330      7,943      8,515      9,128      9,785      10,489     11,245     12,054     

Government revenue (GR)
a

605         694         758         945         1,013      1,086      1,164      1,248      1,338      1,434      

       GR as % of GDP 11.3        11.3        12.0        11.9        11.9        11.9        11.9        11.9        11.9        11.9        

Government expenditure (GE)
b

861         1,000      1,014      1,260      1,351      1,448      1,552      1,664      1,784      1,912      

       Development (Dev)
c

225         256         285         315         352         394         441         493         552         552         

Sector expenditure (Development & Non-development)

Local government division (LGD) budget
d

60.73      63.03      79.36      90.55      109.11     116.16     129.76     144.94     161.89     180.83     

   6 City Corporations
e

3.96        3.83        4.92        5.11        5.75        10.84      13.63      12.25      12.85      13.48      

UPHCSDP Cost 0.73 1.93 1.76 1.08 0.98

As % of GE 0.05 0.12 0.11 0.06 0.05

As % of GE for development 0.19 0.44 0.36 0.19 0.18

% of LGD budget 0.63 1.48 1.22 0.66 0.54

% of 6 City Corporations 6.74 14.13 14.40 8.37 7.30

Notes: Taka in billions unless otherwise noted. Total project resource envelope is USD 81 million. Exchange rate: 1 USD = Taka 80.
a  Assumed to grow at 7.2% annually over the projection period based on the GDP average annual growth rate for the period FY2008-FY2011.
b  GE as a percentage of GDP over the projection period assumed at 15.9% based on average proportion of GE to GDP over the period FY2008-FY2011.
c  Assumed to grow at 11.9% annually over the projection period based on development (Dev) average annual growth rate for the period FY2008-FY2011.
d  Assumed to grow at 11.7% annually over the projection period FY2014-FY2019.
e  Assumed to grow at 4.9% annually over the projection period FY2016-FY2019.

Source: MTBF, Finance Division, Ministry of Finance; Bangladesh Bureau of Statistics; Asian Development Bank estimates.

Actual Projection
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financial reporting, auditing and control) into an electronic FMIS to ensure greater accuracy and 
consistency of financial data and timely disbursement of funds.   

13. Adhere to fiscal policies and accounting standards. Fiscal policies, as well as 

financial management guidelines and procedures, will be developed and linked to ongoing effort 
by the Ministry of Finance and development partners to improve governance and financial 
systems. Grants should only be given on the basis that municipalities maintain codified profit 
ratios, which will encourage the managers to increase taxes when appropriate and maintain 
expense controls.  

14. Modernize the urban local bodies’ accounting system. The few guidelines, rules, 
and regulations relating to financial management and accounting for ULBs that exist are widely 
fragmented. The accounting of the increasing amount of funds dealt with by the city 
corporations is still done manually. Computerization of the accounting systems and staff training 
on the International Standards on Auditing and Internal Auditing would help achieve fiscal 
discipline. Outsourcing by independent external auditors can be used as an interim measure 
until the department is adequately trained. A set of standard procedures on Generally Accepted 
Accounting Standards for Municipal Bodies may be established to deal with financial 
management aspects in an integrated and cohesive manner. 

15. Strengthen capacities in governance and financial management.  The capacity of city 
corporations and municipalities for effective financial management will be improved by human 
resource development activities. Governance and capacity strengthening training covering 
strategic planning, program-based budgeting, and financial management will be conducted to 
ensure that the ULBs effectively implement development projects in PHC in this project and well 
into the future. 

 


