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Abstract

An incremental move towards universal health coverage
(UHC) is an important issue in many developing coun-
tries. There is often limited fiscal capacity for UHC im-
plementation, which results in restricted access to health
care and high level out of pocket payments. An important
policy question is whether health insurance (HI) provid-
ed by non-governmental actors - either on non-profit
or for-profit basis — can support UHC implementation
to resolve problems? This paper argues that the nature
of HI arrangements provided outside the governmental
schemes strongly depend on the structure and evolution
of the publicly funded system and on the extent to which
regulators let non-governmental health care actors sup-
port the publicly funded system. Collaboration between
public and private stakeholders is important to facilitate
the implementation of UHC supported by supplementary
and complementary HI schemes.

Introduction

1.1 Financial protection and health status

In those developing countries, where universal health
coverage (UHC) is not fully implemented, treatment of
severe diseases may be too expensive for individuals and
may end up in catastrophic financial burden to house-
holds [1]. Even relatively small out of pocket payments
(OOP) for pharmaceuticals, medical supplies and trans-
portation may cause serious financial difficulties, espe-
cially for the poor.”

High level of OOP contributes to impoverishment in
many developing countries. In Cambodia, Kyrgyzstan,
Niger, Tajikistan, Uganda and Tanzania 2% of population
were impoverished due to excess health spending. In Ar-
gentina, Georgia and Tajikistan 4% of households were

reported to have catastrophic health care expenditure.”
Poor households tend to receive less preventive care,
insufficient follow-up™ and thus may have poorer health
status.') Regressive fund raising methods for health care
financing (e.g. indirect taxes)” and the high share of
OOPs further deepen the poverty trap."!

1.2 UHC and share of public expenditures in LMICs

The United Nations Sustainable Developmental Goals
set target for implementation of universal health cover-
age in all member states by 2030."”) Models or pathways
to achieve UHC are adaptable over a number of elements
across a wide range of domains. According to the World
Health Organization (WHO) report changes over three
dimensions of coverage are crucial: i) population covered
ii) level or rate of reimbursement and iii) types of services
included in the basic benefit package."""’

When it comes to implementation of UHC developing
countries do not perform similarly. Several emerging
economies have made good progress in recent years. In
Ghana for example, between 2003 and 2007 national in-
surance system was introduced to cover hospitalizations,
outpatient care, basic diagnostic tests and therapies,
achieving population coverage of 47%."" In South Afri-
ca between 2005 and 2011 public expenditure on health
increased by 20%."* In Thailand the health care reforms
started in 2001 and the proportion of population with
public health insurance increased from 40% to 95.5%
over 5 years."” In Colombia, the population with public
health insurance increased from 15.7% to 88.2% between
1993 and 2009.1'

In some other countries UHC implementation has so far
been less successful. In Egypt, Morocco, Sudan, Syria and
Yemen the average public expenditure on health remained
less than one-third of total health expenditure. The share
of public spending amongst developing countries is the
lowest in the Middle East and North Africa (MENA) re-
gion and South Asia, with 8.7% and 8.3%, respectively.”

1.3 Financial constraints of UHC implementation

Financial resources to support the introduction or ex-
tension of UHC are often limited. In developing coun-
tries many households are not able to contribute to public
funding in the form of tax and/or health insurance pre-
miums." Due to the low nominal volume of health care
expenditure even when relatively high growth is achieved
in the share of public health spending (i.e. as % of Gross
Domestic product, GDP), the absolute amount often re-
mains marginal. The small amount of pooled resources
can easily slow down the implementation process.
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The World Health Report proposes for developing coun-
tries a constant increase for health in domestic budgets
(as % GDP) and states that spending below the 4-5% of
GDP retards UHC implementation."® According to in-
ternational benchmarks"” low-income countries should
spend 86 US$ per person per year on average to ensure
access to the essential health services. While 72% of low
and middle income countries reached this level in 2012,
only two low income countries spent on the required lev-
el or above.""”! As a consequence, access barriers may be
present on both the demand and supply sides, through
such factors as long waiting lists, limited geographical ac-
cessibility, shortage of medical staff and lack of demand
for effective interventions."*'"

2. Supportive role of private prepaid schemes

In reality UHC, especially in developing countries, can-
not cover the full scope of health care services. Even with
a fully operational public coverage the share of OOP re-
mains substantial."” To prevent households to fall below
the poverty line when health problems occur and to reach
good quality care on time, prepaid schemes provide alter-
natives. An important policy question is whether health
insurance (HI) provided by non-governmental actors
- either on non-profit or for-profit basis - can address
some problems of UHC implementation in the transition
period and beyond?

In November 2018 an issue panel discussion was orga-
nized at the European ISPOR conference to answer this
question. Although panellists were selected to represent
different - including public payer, private payer, pharma-
ceutical industry and academic - perspectives, all stake-
holders acknowledged the arguments and consensus
statements described in this paper.

Through channelling future expenses into prepayment
schemes financial risk and pathways of care can be man-
aged in a more sustainable way for individual households.
Figure 1 illustrates the types of financing mechanisms,
and how non-governmental prepayment plans may re-
duce the burden on OOP in the form of medical savings
account (MSA) or health insurance arrangements.
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Figure 1.
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HI and MSA schemes fundamentally differ in their ap-
proach to risk pooling. While (for- or non-profit) health
insurance (HI) schemes offer the coverage of health care
costs beyond the sum of individual contributions, MSA
covers costs only up to the sum of individual savings,
meaning that individuals relying on MSA cover their
health expenses solely from their savings."”?"/ MSAs pro-
vide a quick and easy solution to prepayment in countries
with less financial inequalities, especially for households
that can afford to save enough in the present to fully cov-
er their future healthcare expenses.”””’ MSAs are flexible
to link with for- or non-profit HI schemes (e.g. by us-
ing the savings to pay into a health insurance scheme);
hence they can support the introduction and evolution of
non-governmental HI schemes. On the other hand MSAs’
financial coverage is limited up to the individuals’ bud-
get, thus they are limitedly capable to cover catastrophic
costs of individuals. In countries with larger financial
inequalities and more exposure of health care costs to in-
dividual budgets risk pooling via health insurance often
becomes a more favourable alternative than MSA.

Usually private HI companies are established on a
for-profit basis, in which the incentives of owners and
shareholders are driven by free market mechanisms. The
mission of non-profit HIs is to provide solution to an ex-
isting demand of health care financing for underserved
populations without making profit, and they are typical-
ly initiated by the local community, non-governmental
organisations (NGOs) or religious groups. Alternatively,
large for-profit companies may establish non-profit HI
companies for the households of their employees, if the
public health insurance provides limited coverage.

From societal viewpoint, risk pooling schemes have more
potential to lessen the burden on UHC than MSA, al-
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though they - especially for-profit organizations - may
stimulate undesired market situations®” (see more in sec-
tion 2.3 on the caveats of private HI markets).

2.1 Link non-governmental health insurance to UHC

According to their relationship with the public system
non-governmental HI schemes are divided into two types:
supplementary and complementary schemes.

Supplementary health insurance (SuppHI) can function
independently from the public scheme, to guarantee faster
access to services and provide greater choice of providers.

Complementary health insurance (CompHI) has two sub-
types,™ either it complements the publicly provided ser-
vice package, offering services that are out of the scope of
public system, or it covers the direct payments (i.e. user
charges) for the privately insureds.

The structure of the benefit package in the public health
care system can have a strong influence on the roles of Sup-
pHI and CompHI. In systems with reasonable and wide
coverage but with access and quality problems, supple-
mentary schemes - such as faster access or broader choice
between providers — are mostly preferred. Nonetheless,
complementary functions of HI are more common when
the scale of publicly provided services is explicitly limited
and/or user charges are in place.

The potential relationship between UHC and the forms of
non-governmental HI in developing countries with finan-
cial constraints is illustrated in Figure 2 in relation with
four types of benefit packages.
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The first type is the ‘minimum package’ which is provided
to all citizens for free (without any cost-sharing) and with
immediate access. Free services without cost sharing are

typical for using emergency rooms following accidents,
national vaccination programs and other basic wide spec-
trum public health interventions.

The ‘essential package 1 includes therapies for the most
common diseases, such as hypertension, diabetes melli-
tus or depression and is provided by health profession-
als in primary care to everyone with insurance (or with
the right to access public health care services). For such
services the regulator can control access by introducing
co-payment, waiting lists, or by restricting the essential
package services to pre-specified patient pathways (e.g.
first line treatment only). These provisions are usually not
delivered at the highest quality and patients have no ac-
cess to treatment alternatives within the public funding
scheme.

The ‘essential package II” is aiming to cover therapies
in specialty disease areas to all patients with insurance,
though based upon eligibility for the treatment restric-
tions (or based on other criteria) for pre-defined sub-
groups may apply due to high cost of therapies. For this
package patient access is often restricted by the introduc-
tion of co-payment, waiting lists or financing protocols
allowing only second line utilization. Typical examples
for restricted access are biological therapies for patients
with autoimmune diseases and malignancies, direct-act-
ing antiviral Hepatitis C therapies, transplant surgery and
haemodialysis.”* >

While the ‘minimum package’ is instantly available with
public reimbursement, restrictions on ‘essential package
‘1’ and ‘I’ open space for alternative funding schemes.
SuppHI schemes can provide faster access and better quali-
ty of care in these segments of provision. CompHI schemes
can help patients cover co-payment (i.e. user charges) or
give a broader choice of services or technologies than by
the public funding system. Typical supplementary service
type is the upgraded quality accommodation in hospitals
(e.g. single room). Typical complementary service is fast
access to specialist care and high cost diagnostic tests.

The ‘equity package’ is provided for a selected group of
patients only in highly specialized disease areas, such as
orphan drugs in rare diseases. For these cases the pub-
lic system usually necessitates strict diagnostic and other
access criteria and requires continuous monitoring of pa-
tient pathways.

The ‘non-reimbursed services’ include everything not
covered by the first four packages. Actually, there is a
wide range of services, from aesthetic plastic surgery to
off-label pharmaceuticals in oncology. For- or non-prof-
it prepayment schemes can create complementary access
to services not available in the ‘equity package’ and to all
technologies without reimbursement.
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2.2 Practices in developing countries

Many developing countries define their benefit package as
being comprehensive and free of charge. However, in real-
ity access is limited by implicit (e.g. long waiting lists) or
explicit (e.g. eligibility criteria) barriers. This often drives
people towards the duplication of insurance coverage and/
or purchase of voluntary health insurance. Examples from
Africa and South America exist on countries with high
shares of non-governmental prepayment schemes (includ-
ing both MSA and HI schemes). Brazil, Chile, Namibia,
South Africa, Uruguay and Zimbabwe financed more
than 20% of their health care through non-governmental
HI schemes in 2005.%”) In the MENA region non-govern-
mental pre-payment schemes represent only the 4.4% of
total health expenditure on average; although differences
across countries are important to note. Lower share of al-
ternative prepayment schemes was reported from Algeria,
Egypt, Iran and Jordan with 1.2%, 0.4%, 1.5% and 3.8%
of total health expenditure, respectively. On the contrary
Morocco, Lebanon, Oman, Saudi Arabia and Tunisia are
characterized by relatively high shares of non-governmen-
tal HI as a percentage of total health expenditure, 15.5%,
12.2% 8.9%, 9.2% and 7.8%, respectively.”"

In the MENA region the main drivers are i) growing and
more diversified consumer demand, ii) increased wealth,
especially in higher socioeconomic groups, and iii) inabil-
ity to finance increasing health care costs solely from pub-
lic resources.”

The case of Egypt is especially interesting, as since 2018
this country has been in the process of introducing UHC
for the whole population. Financial constraints (e.g. eco-
nomic recession) restrict the range and quality of pub-
licly available services. A recent regulation has explicitly
allowed individuals to contract with private insurance
companies to cover co-payments or upgrade the insur-
ance class within hospitals or for other supplementary
services [29]. Recent regulations have also allowed for
purchasing public health services from the private sector
for those who were covered only by non-governmental HI
until the legislative update.

Non-governmental health insurance plays a relatively mi-
nor role in Asia.”” While most developed Asian econo-
mies, notably Japan, Taiwan, Singapore and South Korea,
have long-established social health insurance systems,
poorer countries in the region are still struggling to in-
crease government funding and put basic risk-pooling
mechanisms in place to reduce high OOP. For the rest
of Asia, social health insurance has been gaining prom-
inence recently.'’!

2.3 Caveats of non-governmental HI markets

It is important to emphasize that careful strategic consid-
erations and strong regulatory framework are essential to
avoid unwanted situations on not publicly funded health
insurance markets.”” Socially undesirable outcomes such
as adverse selection and rising inequity are major chal-
lenges. Various mechanisms to avoid adverse selection
have been proposed by He et al (2017), e.g. full under-
writing, targeted benefit exclusions, waiting periods pri-
or to benefit entitlement, and enforcing the involvement
of households instead of individuals.”” However, these
measures do not always help as asymmetric information
and practical difficulties with enforcement often lead to
the continued prevalence of adverse selection in many vol-
untary insurance markets.***¢

For-profit schemes might undermine equity as most sub-
scribers to voluntary health insurance come from young-
er, higher-income and educated groups. This is a selective
cohort of the population, which potentially prevents in-
surers from efficient risk pooling.

It is important to note that in several developed countries
efficient governmental interventions are already in place.
In France and Germany, for the sake of accessibility and to
prevent risk selection, it is compulsory to buy private com-
plementary health insurance i) for employees (in France)
or ii) those opting out of the social insurance scheme (in
Germany).” In Ireland the so called ‘late entry load-
ings’ to the premiums are applied in case applicants to
alternative prepayment schemes are above 35 years.”” Af-
fordability concerns may be handled by regulations as i)
community-rated premiums and risk equalization mech-
anisms (Slovenia and Ireland) ii) premium caps (Germa-
ny) and iii) public coverage of premium payments for the
poorer households (Germany)."”*! Financial protection can
be increased by i) mandating the coverage of individuals
with pre-existing chronic diseases (Ireland) or ii) pro-
hibiting capping benefits and guaranteeing a minimum
benefit package (France).”” Also, direct and/or indirect
regulation may be used in order to allocate some of the
burden towards the private sector, by enforcing employ-
er-sponsored private health insurance® or the inclusion
of specific public health provisions in the voluntary health
insurance package - such as screening for malignancies
and Hepatitis C.

Expertise in handling situations that could lead to the
dysfunction of health insurance markets (accompanied by
regulation and formal political will) are key factors. Clar-
ity of intentions and their conversion into legislation are
crucial during implementation.
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2.4 Public-private collaboration

The collaboration of the public and private sector can
have a strong contribution to the successful alignment of
UHC and non-governmental prepayment schemes.

International pharmaceutical companies have been col-
laborating with insurance companies and local govern-
ments to develop innovative funding solutions in develop-
ing countries with inadequate public coverage.

Efforts of governments to improve health care coverage and
social protection can be complemented by the private health
sector with in-depth knowledge on innovation, technical
know-how and efficiency. Private sector stakeholders such
as multinational companies and commercial health insur-
ers may recommend their own practices for implementation
from countries with similar public health or economic status
and organize educational workshops to transfer knowledge
and skills. Providing patient education programs including
awareness campaigns on disease prevention, diagnosis and
treatment options, launching continuous medical education
seminars to healthcare professionals, supporting national
screening programs and improving diagnostic skills and fa-
cilities are current forms of private contribution to the public
health system.

A health promotion programme from the largest private
health insurer in South Africa demonstrated how attain-
ment-based incentives — such as tier status defined by risk as-
sessment following smoking cessation and weight reduction
programmes — could increase the engagement in healthy be-
haviours for disease prevention and management of obesity.
As socioeconomic status tends to correlate with the degree
of health consciousness, these policies may achieve higher
improvement in relative terms among lower income classes,
resulting in improved equity."”

In Egypt private multinational companies financially sup-
port the establishment of a postgraduate diploma program in
health economics with local and international academic tu-
tors in order to improve the evidence base of policy decisions.

In Ghana, a private health insurer developed a basic com-
prehensive plan targeting both formal and informal sectors
with the support of a pharmaceutical company. A modular
add-on to this plan covers full breast cancer diagnostics and
treatment, being affordable to 85% of the population.™*”!

In China since 2007 pharmaceutical companies have been
working with insurance companies in parallel to hospitals,
laboratories and healthcare networks to develop additional
policies that can provide supplementary critical illness insur-
ance covering cancer treatment and advanced diagnostics.""

3. Conclusion

In developing countries introduction and improvement of
universal health coverage is essential to improve popula-
tion health, that reduces inequity and increase financial
security of individuals and households. A critical success
criterion of UHC implementation is the responsiveness
of governments to the diverse needs of a heterogeneous
population. Health care system’s adaptability for these de-
mands is essential.

We presented different ways on how non-governmental
prepayment schemes can support the implementation of
UHC. No ‘one size fits all” solution exists to this multidi-
mensional challenge. Prepayment schemes, either in the
form of medical savings accounts or non-governmental
(for- or non-profit) health insurance plans have strong po-
tential. The architecture of UHC coverage determines the
space of manoeuvres. Regulation and formal political will
are also key factors. It is vital to provide a ‘playing field’
for the non-governmental actors of health care. Defining
responsibilities and duties for each actor through govern-
ment regulation is essential on this market. We argue that
implementation of universal health coverage should be
designed in parallel with determining the role of non-gov-
ernmental health insurance schemes.

A sustainable health care system should be built on col-
laboration and consensus among stakeholders, including
public and private payers, non-profit organizations, local
communities, health care providers, professionals, aca-
demic experts, pharmaceutical and diagnostics manufac-
turers and patient representatives. Actors’ multinational
experience may help transfer know-how between jurisdic-
tions. The involvement of stakeholders into designing the
system of UHC in parallel with supplementary and com-
plementary schemes provides ability to balance the needs
and concerns of all relevant groups and to ensure sustain-
able health care system in developing countries.

There has been little research into the impact of health
insurance (HI) provided by non-governmental actors on
UHC implementation. Ideally, future research will in-
vestigate this issue. However, we recognize the political
nature and complexity of this task, given the number of
factors that vary across countries. Therefore, our perspec-
tives are to be viewed as a first step in a multi-stakeholder
dialogue about the supportive role of non-governmental
HI in the implementation of UHC in developing coun-
tries. Finally, international recommendations should be
supplemented by country specific research to validate the
generalisability of principles and comparative research
across countries to understand the transferability of key
experiences to other jurisdictions.
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