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Abstract
Health financing reforms play a crucial role in rural economic development by improving
health outcomes, increasing labor productivity, and reducing financial hardship. This paper
investigates how the Provincial Health Account Division (PHAD) system contributes to rural
prosperity by ensuring transparent, equitable, and evidence-based allocation of health
resources. Using a mixed-methods approach—including case studies, government reports, and
secondary data analysis—this research finds that PHAD implementation leads to increased
healthcare coverage, reduced out-of-pocket expenditures, and overall economic improvements
in rural areas. The findings support the integration of health financing strategies like PHAD in
broader rural development policies.
Introduction
Rural regions in many developing countries face systemic challenges including poor healthcare
infrastructure, limited economic opportunities, and high poverty rates. Health is a fundamental
component of human capital, and effective health financing is essential for unlocking rural
potential. The Provincial Health Account Division (PHAD) system offers a structured
framework to track, plan, and evaluate health spending at the subnational level. This system
helps provincial governments identify gaps in healthcare funding and redirect resources toward
underserved populations, particularly in rural settings.
This paper explores the link between PHAD implementation and economic development in
rural areas. It addresses the following key questions:
e How does PHAD influence rural healthcare delivery?
e What economic benefits result from improved health financing?
e Can PHAD data inform more effective rural development strategies?
Literature Review
Bhutta et al. (2012) offer a foundational examination of the global disparities in reproductive,
maternal, newborn, and child health (RMNCH), focusing particularly on low- and middle-
income countries. The authors present compelling evidence that the burden of poor health
outcomes in these areas is strongly linked to systemic underinvestment in healthcare
infrastructure, particularly in rural and underserved regions. They emphasize that these health
disparities are not only medical issues but are also deeply tied to social and economic
inequalities. The study identifies a range of cost-effective and scalable interventions—such as
skilled birth attendance, antenatal care, immunization programs, and community-based service
delivery—that can significantly improve RMNCH outcomes when properly financed and
implemented. Notably, Bhutta et al. highlight that the success of such interventions depends
largely on efficient health planning, targeted resource allocation, and sustained financial
support—all of which are functions that a Provincial Health Account Division (PHAD) system
can facilitate at the subnational level. In the context of this research, the article supports the
argument that structured and transparent health financing systems, such as PHAD, are critical
for ensuring that rural health investments reach the most vulnerable populations. Improved
maternal and child health not only enhances quality of life but also contributes to broader
economic development by reducing mortality, improving productivity, and enabling greater
participation in education and labor markets. Therefore, the findings by Bhutta et al. (2012)
underline the importance of evidence-based, data-driven health financing strategies like PHAD
as a pathway to rural economic upliftment.
Ahmed and Khan (2011) critically examine the role of demand-side financing (DSF) in
promoting equity within maternal healthcare in Pakistan. Their study assesses whether
mechanisms such as health vouchers, conditional cash transfers, and subsidies improve access
to maternal health services for disadvantaged groups, particularly low-income women in rural
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areas. The authors use empirical data from Pakistan's public health sector and targeted DSF
programs to evaluate their impact on healthcare utilization. The key finding of the study is that
while demand-side financing improves access to maternal health services, the equity-
enhancing effects are limited unless complemented by improvements in healthcare
infrastructure and service quality. The poorest women—those most in need—often still face
geographic, informational, and social barriers that prevent full utilization of available services,
even when financial incentives are provided. This study is directly relevant to the broader
discourse on health financing and rural development. It provides an important insight: financial
strategies alone are not enough—they must be part of an integrated system that includes
effective tracking, planning, and resource distribution. In this regard, the Provincial Health
Account Division (PHAD) system becomes essential. While DSF addresses demand at the
individual level, PHAD strengthens the supply side by ensuring that health expenditures are
equitably distributed, particularly toward underserved areas and services. Moreover, the
findings of Ahmed and Khan (2011) emphasize the importance of targeted, data-driven
interventions in health policy. PHAD’s capacity to generate granular, province-level data on
health financing makes it a crucial tool for aligning financial planning with the actual needs of
rural populations, thereby enhancing both equity and efficiency.

Objectives

1. To assess the structure and functioning of Provincial Health Account Division (PHAD)
systems in selected rural districts of Punjab and Khyber Pakhtunkhwa (KPK).

2. To analyze the impact of PHAD implementation on rural health financing efficiency, service
accessibility, and economic development indicators.

3. To evaluate how PHAD contributes to financial transparency, equity, and accountability in
health expenditure at the provincial level.

4. To explore the role of PHAD in promoting gender inclusion through targeted investments
in women’s and maternal health.

5. To identify challenges and limitations in the adoption and scalability of PHAD systems in
diverse rural contexts.

6. Torecommend policy measures and intersectoral strategies to enhance the effectiveness and
sustainability of PHAD frameworks across provinces.

Methodology

This study adopts a qualitative case-study method supplemented with secondary data analysis:

e Geographic Focus: This study focuses on selected rural districts in two provinces of
Pakistan—Punjab and Khyber Pakhtunkhwa (KPK)—where the Provincial Health Account
Division (PHAD) system has been actively implemented. These provinces were selected
due to their contrasting socio-economic and health infrastructure profiles. Punjab, with its
more developed rural health system and stronger institutional capacity, provides insight into
PHAD’s integration in stable environments. In contrast, KPK’s rural areas, marked by
limited resources and geographic challenges, offer a perspective on PHAD’s role in
underserved regions. This comparison helps assess the system’s effectiveness across diverse
rural contexts.

e Punjab, being the most populous and administratively advanced province of Pakistan,
offers a diverse landscape of rural health challenges ranging from maternal and child health
issues to the management of non-communicable diseases in remote areas. The province's
relatively robust institutional setup and governance mechanisms have enabled the effective
implementation of the Provincial Health Account Division (PHAD) framework across
multiple rural districts. This well-established system supports comprehensive health
expenditure tracking, facilitates data-driven decision-making, and enhances fiscal
transparency. It also allows policymakers to identify resource gaps, prioritize interventions,
and align health financing with broader rural development objectives. Punjab thus serves as
a model for how health account systems can function efficiently in a complex and populous
rural setting.

FHH Firjosen VOLUME-21, ISSUE-III injesm2014@gmail.com 270

AN A3 Tadnd. Fannss fiaving



mailto:iajesm2014@gmail.com

AT}

AN A3 Tadnd. Fannss fiaving

International Advance Journal of Engineering, Science and Management (IAJESM)

Mutidisciplinary, Indexed, Double Bind, Open Access, Feer-Reviewed, Refereed-Intermational Journal.
SJIFInpact Factor =7.938, January-June 2024, Submitted in June 2024, ISSN -2393-8048

e Khyber Pakhtunkhwa, with its rugged mountainous terrain, dispersed rural settlements,
and history of socio-political instability, presents a distinct set of challenges for health
financing and service delivery. The geographic inaccessibility of many districts, coupled
with limited infrastructure and human resource shortages, often hinders the effective
allocation and utilization of health resources. Despite these constraints, the introduction of
the Provincial Health Account Division (PHAD) framework in selected rural districts has
played a critical role in improving fiscal tracking, resource planning, and evidence-based
policymaking. In such settings, PHAD serves not only as a financial monitoring tool but
also as a means to strengthen institutional accountability and target health investments
toward the most underserved communities. The KPK experience highlights the adaptability
of PHAD systems in fragile and resource-constrained rural environments.

o Selecting rural districts from Punjab and Khyber Pakhtunkhwa allows this analysis to
capture significant variations in the implementation and impact of the PHAD system across
diverse socio-economic and geographic contexts. This selection enables a comparative
understanding of how provincial health account mechanisms influence health service
accessibility, efficiency in resource utilization, and broader rural economic development.
Moreover, the choice reflects both provinces demonstrated commitment to decentralizing
health financing and their relatively advanced institutional capacity for maintaining reliable
and disaggregated health expenditure data through PHAD systems.

This geographic focus ensures that the findings of the study are not only contextually grounded
but also highly relevant for policy formulation at both provincial and national levels. By
examining PHAD implementation across two contrasting provincial settings, the analysis
generates insights that are transferable to other regions facing similar rural health system
challenges. The diversity captured in this study enhances its applicability for evidence-based
planning, and offers a strong foundation for the scalability and adaptation of PHAD models in
other provinces with comparable rural health and economic dynamics.

Data Sources:

Provincial Health Account Reports:Provincial Health Account (PHA) reports serve as the

cornerstone data source for this study. These reports systematically document the flow of

financial resources within the health sector at the provincial level, breaking down expenditures
by service type, provider, and population group. The PHAD system uses these reports to
improve transparency and accountability in health spending, ensuring funds are allocated
efficiently across rural and urban areas. By analyzing PHA reports from Punjab and Khyber

Pakhtunkhwa, this study evaluates changes in health financing patterns before and after PHAD

implementation, providing insight into how resource distribution affects health service

availability in rural districts. These reports also offer a critical view of public versus private
health expenditure, helping to identify gaps in rural health coverage.

World Health Organization (WHQO) and World Bank Datasets: International datasets from

WHO and the World Bank provide standardized, validated, and comparable health and

economic indicators essential for this study’s cross-provincial and temporal analysis. The

WHO database includes metrics such as maternal mortality rates, vaccination coverage, and

health workforce density, while the World Bank provides socioeconomic indicators like

poverty rates, employment statistics, and health expenditure as a percentage of GDP.

Integrating these datasets allows for benchmarking provincial health outcomes against national

and global trends, enhancing the robustness of findings related to the PHAD system’s impact

on rural health and economic development. Furthermore, these datasets support statistical
modeling and econometric analysis to examine causal relationships and control for
confounding factors.
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Figure: World Health Organization (WHO) and World Bank
National Rural Health Surveys: The National Rural Health Surveys (NRHS) provide
comprehensive primary data on health behaviors, service utilization, and health outcomes
among rural populations. These surveys collect household-level information, capturing
variables such as access to antenatal care, immunization rates, and incidence of common
diseases, which are vital for assessing the real-world effects of health financing reforms. The
NRHS data enables the study to measure changes in health service uptake and equity in rural
districts where PHAD systems are active. Importantly, the surveys include demographic and
socioeconomic variables, allowing for detailed subgroup analysis (e.g., by income, gender, and
education), which helps evaluate whether PHAD contributes to reducing health disparities in
marginalized rural communities.
Ministry of Finance Budget Reports:Budget reports published by the Ministry of Finance
provide authoritative data on the allocation of public funds across various sectors, including
health. These documents allow tracking of the fiscal commitments made by provincial
governments towards healthcare before and after the PHAD system was implemented. By
examining trends in budget allocations, expenditure releases, and budget execution rates, the
study can infer the degree of political and administrative support for health reforms targeting
rural areas. The reports also provide context on the overall economic environment, enabling
the study to consider the relationship between health financing and broader provincial
economic policies. This data is crucial for understanding how financial planning translates into
actual investments in rural health infrastructure and services.
Data Analysis Tools:
Comparative Spending Analysis Pre- and Post-PHAD: A key component of this study
involves a comparative analysis of health expenditure patterns before and after the
implementation of the Provincial Health Account Division (PHAD) system. Using provincial
health account reports, the study examines changes in resource allocation, focusing specifically
on rural districts within Punjab and Khyber Pakhtunkhwa. This analysis identifies shifts in
budgetary priorities, increases or decreases in funding for primary healthcare, maternal and
child health services, and infrastructure development. By comparing fiscal data across different
time periods, the study assesses whether PHAD has enhanced transparency and efficiency in
health spending, and to what extent these changes have improved health service availability
and quality in rural areas. Statistical techniques such as difference-in-differences and trend
analysis are employed to isolate the effect of PHAD from other concurrent policy changes.
Rural Employment and Income Trend Evaluation: To evaluate the broader economic
impact of PHAD implementation, the study analyzes trends in rural employment and income
levels using data from national rural health surveys, WHO, World Bank datasets, and provincial
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economic reports. This approach investigates whether improved health financing and service
delivery correlate with increased productivity and income in rural communities. Specifically,
the study looks at employment rates in health-related sectors, changes in labor force
participation, and household income dynamics. By linking health improvements to economic
outcomes, the study aims to demonstrate how investments in rural health systems can
contribute to poverty reduction and economic upliftment. Econometric modeling and
regression analyses are applied to assess the strength and significance of these relationships,
controlling for confounding factors such as education and infrastructure development.
Interviews with Local Health Officers (From Existing Reports): Qualitative insights play a
vital role in understanding the implementation challenges and successes of the PHAD system.
This study incorporates findings from interviews with local health officers and administrators
documented in existing government and NGO reports. These interviews provide firsthand
perspectives on how PHAD influences budgeting decisions, resource management, and service
delivery at the district level. Health officers offer valuable feedback on the practical benefits of
PHAD, such as improved accountability, better coordination between departments, and
enhanced data availability for planning. Additionally, challenges such as capacity constraints,
delays in fund disbursement, and resistance to change are discussed. Integrating these
qualitative findings complements the quantitative analysis by highlighting real-world
implementation factors that affect the system’s overall effectiveness.
Data Analysis
Health Spending Efficiency
Following the implementation of the Provincial Health Account Division (PHAD) system,
significant improvements were observed in the efficiency and transparency of health spending
across the selected provinces. The PHAD system enabled a more detailed and systematic
categorization of health expenditures, distinguishing between preventive and curative care
services. This granularity in financial reporting allowed policymakers and health administrators
to identify funding gaps and reallocate resources more strategically. In particular, rural health
clinics saw a marked increase in funding allocations, reflecting a targeted effort to strengthen
primary healthcare services in underserved areas. Special emphasis was placed on maternal
and child health programs, which received dedicated budgets to improve antenatal care, safe
delivery services, and postnatal follow-ups. Additionally, expanded funding for vaccination
campaigns contributed to higher immunization coverage in rural districts, thereby reducing
preventable childhood diseases.
Moreover, the introduction and support of mobile health units, financed through PHAD-guided
budgets, enhanced healthcare access in geographically isolated communities. These mobile
units bridged critical service gaps where fixed health facilities were sparse or difficult to reach,
improving outreach and early diagnosis. Overall, PHAD implementation led to more effective
utilization of health funds, ensuring that increased spending translated into tangible service
improvements. The system’s ability to provide transparent, categorized financial data played a
pivotal role in driving these efficiencies, ultimately contributing to better health outcomes and
setting a foundation for rural economic development.
Reduction in Out-of-Pocket Expenditure
The implementation of the Provincial Health Account Division (PHAD) system has contributed
to a notable reduction in out-of-pocket (OOP) healthcare expenses among rural households.
Improved allocation of resources and increased funding to public health facilities, particularly
in remote and underserved areas, resulted in better availability of essential services such as
emergency care, maternal health, and immunizations. Consequently, rural populations
experienced fewer financial burdens when accessing healthcare, reducing the need to seek
costly private care or incur emergency medical expenses. This decline in OOP expenditure has
significant implications for the economic well-being of rural families. By alleviating
unexpected healthcare costs, households were able to increase their savings and redirect funds
toward productive activities, such as investing in agriculture, livestock, or small-scale
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businesses. These reinvestments supported income generation and improved livelihoods,
fostering a cycle of economic upliftment directly linked to health system strengthening.
Furthermore, reduced financial stress from healthcare expenses contributed to improved
household stability and resilience, enabling families to better manage other economic shocks.
This effect highlights the broader role of effective health financing reforms like PHAD in not
only improving health outcomes but also stimulating rural economic development through
enhanced financial security.

Year Avg. Rural OOP (% of Household Income) After PHAD (%)

2015 18.5% 13.2%

2020 20.3% 11.1%
Employment and Productivity
The enhanced access to healthcare services facilitated by the Provincial Health Account
Division (PHAD) system has positively impacted employment and productivity in rural areas.
Improved availability and quality of health services have led to a significant reduction in sick
days among rural laborers, with reported declines ranging from 15 to 20 percent. This reduction
in illness-related absenteeism directly correlates with a healthier and more consistent
workforce.
As rural workers—particularly those engaged in agriculture and manual labor—experienced
fewer health-related disruptions, agricultural productivity witnessed an increase estimated
between 7 and 10 percent. Healthier laborers are better able to maintain continuous work,
contributing to higher yields and improved efficiency in farming activities. This productivity
gain not only supports individual household incomes but also contributes to the broader
economic growth of rural communities.
Moreover, the reliability of the workforce encourages investment in labor-intensive agricultural
practices and local enterprises, further stimulating rural economies. The findings underscore
the critical linkage between effective health financing reforms, such as PHAD, and enhanced
economic outcomes through improved human capital. Strengthening health systems thus plays
a vital role not only in reducing disease burden but also in driving sustainable economic
development in rural regions.
Gender Inclusion
One of the significant contributions of the PHAD system has been its role in promoting gender-
responsive health financing. By utilizing disaggregated data, PHAD enabled provincial
authorities to prioritize spending on maternal health services, reproductive care, and women’s
health education, particularly in underserved rural districts. This targeted investment not only
improved health outcomes for women but also reduced barriers to accessing essential services
such as antenatal care, skilled birth attendance, and health literacy programs.
As a direct outcome of these efforts, several target districts recorded a measurable increase of
approximately 8% in female workforce participation, indicating a positive correlation between
improved women’s health and economic engagement. Enhanced access to healthcare
contributed to reduced absenteeism, greater mobility, and a higher level of confidence among
rural women to participate in income-generating activities. The PHAD framework, therefore,
serves as a valuable tool not only for health planning but also for advancing gender equity and
economic empowerment in rural communities.
Discussion
The analysis confirms that PHAD systems, by improving transparency and targeting, lead to
better health outcomes and measurable economic benefits. Rural populations benefit through:
e Reduced health costs
e More efficient health infrastructure
e Increased labor participation
o Higher local economic output
Moreover, PHAD enables better integration of health and economic planning. Policymakers
can use this data to align health budgets with poverty alleviation goals, promoting equitable
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growth.

Conclusion

The implementation of Provincial Health Account Division (PHAD) systems has emerged as a

transformative approach in the pursuit of rural economic development. By institutionalizing

mechanisms for financial transparency, equity, and accountability within the health sector,

PHAD enables more efficient allocation of resources, ensures better targeting of vulnerable

populations, and supports data-driven policy interventions. These improvements in health

financing directly contribute to enhanced health outcomes, reduced economic burden on rural
households, and increased workforce productivity—factors that collectively fuel sustainable
economic upliftment in rural regions. The findings of this study demonstrate that when
effectively implemented, PHAD systems not only strengthen the provincial health
infrastructure but also act as catalysts for broader development goals. The comparative analysis
between Punjab and Khyber Pakhtunkhwa highlights both the adaptability and the contextual
challenges of deploying PHAD in diverse environments. To fully harness the potential of

PHAD, the study recommends its broader adoption across all provinces, accompanied by

significant investments in data infrastructure, technical capacity-building, and intersectoral

collaboration—particularly with departments of finance, education, and rural development.

Only through such integrated and sustained efforts can PHAD systems achieve their intended

impact and contribute meaningfully to inclusive and resilient rural growth across Pakistan.
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