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1. Introduction 
 

Scarce economic resources, low or modest economic growth, constraints on the 
public sector and low institutional and organisational capacity explain why design of 
adequate health financing systems in low-income developing countries1 remains 
cumbersome and the subject of significant debate. Cost-recovery health financing 
systems involving payment for health care via user fees were established in many 
developing countries usually as a response to severe constraints on government finance. 
Most studies alert decision-makers to the negative effects of user fees on the demand for 
care, especially that of the poorest2.  

 
Alternative conceptual and operational frameworks for health financing exist, de-

linking utilisation from direct payment, and thereby protecting the most vulnerable 
groups from having to resort to various coping mechanisms3.  These are systems that are 
funded via general taxation revenues and/or via health insurance contributions, that pool 
risks and are, in principle, apt to provide health services according to need. What 
immediately hampers general taxation-driven health financing in low-income countries is 
the sheer lack of a robust tax base, due to a small formal sector, the low institutional 
capacity to collect taxes and weak tax compliance. It is suggested that health insurance 
schemes, whether they are part of a social security framework or are established on a 
voluntary basis or at community level, have less difficulty in identifying their members 
and to collect contributions 4. Benefits are perhaps more visible and seen to be linked to 
the contributions that are paid in.  

 
In this chapter, we address the perspectives for an adapted application of the 

social health insurance concept in low-income developing countries. Specifically, it will 
be studied how Government and Non-government institutions could co-operate in order 
to attain the objective of full population coverage. In section 2, we return to the concept 
of social health insurance, implementation issues and the possibility of involving non-
profit health insurance organisations which may operate at the level of enterprises, trade 
unions or communities. In the third section, we review the pros and cons of these 
organisations and focus thereby on selected schemes in Bangladesh, the D. R.  Congo 
and Uganda. Proposals for new roles o f the non-profit health insurance organisations and 
Government are discussed in the fourth and fifth section, respectively. We return to the 
selected schemes in section 6 to discuss some prospects for their future development.  
We conclude in section 7.  
 
2.  Social health insurance: from concept to implementation  
 
2.1  The concept   
 
 Social health insurance (SHI) can be described as a method for financing and 
managing care that is based on pooling of members’ health risks, on the one hand, and 

                                                 
1 Low-income developing countries are defined as having a Gross National Product per capita of $760 
or less.  
2 McPake (1993). 
3 Sauerborn et al. (1996). 
4 WHO (2000, pp.97-98). 
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pooling of contributions of enterprises, households and government, on the other hand 5.  
Generally, social health insurance schemes define the health risks that will be covered. 
Covered risks should include at the minimum those risks that, in the absence of 
insurance, would entail a financial burden on households as a result of the cost of 
treatment.  
 

Contributions are set in such a way that predefined entitlements to health services 
(or health insurance benefits) are guaranteed to those who need care, irrespective of their 
individual health risk or socio-economic status. Contributions are collected by one or 
several health funds that have the potential to purchase the health services for their 
members according to priority needs and other criteria such as cost-effectiveness.  These 
health funds generally have some degree of autonomy but operate within a framework of 
Government regulation.  

 
The concept of social health insurance is generally associated with compulsory 

membership involving basically all of the population. In doing so, social health insurance 
steers clear of  the pitfalls of health insurance on a voluntary basis. It avoids the chance 
that certain population groups, such as the poorest and most vulnerable, become 
excluded. Exclusion can arise in a voluntary scheme because there may be a sheer lack of 
political interest in including the vulnerable and/or because the poorest do not have the 
capacity or willingness to pay the premiums6 on a regular  basis. Compulsory insurance 
by its vary nature also inhibits adverse selection. The latter occurs when health insurance 
tends to attract  the ‘bad’ health risks instead of a mixture of good and bad health risks. In 
a voluntary framework, adverse selection and its impact on costs and premiums may even 
lead to the d iscontinuation of insurance: premiums may become so high that the offered 
health insurance package stops to attract potential members.  

 
2.2  Difficulties in implementation 

 
Social health insurance is recognised to be a very powerful method to grant 

access to health services to the population in an equitable way. Indeed, it implies that 
beneficiaries pay according to their means while  receiving the right to health services 
according to need. So why is it that most developing countries have so far not introduced 
SHI on a large scale ?  Four main reasons may be invoked. First, it may be particularly 
difficult to arrive at a nation-wide consensus between various partners to accept the basic 
rule of SHI, that is to stay, guaranteeing similar health service bene fits to those with 
similar health care needs, regardless of the level of contributions that were made. In fact, 
this problem may be very acute when countries prove to have a significant inequality of 
incomes and assets. Should SHI seek a contribution as a percentage of income, 
contributions per household will then differ substantially across households. In countries, 
for example, where the highest and medium income is a ten-fold and five-fold of the 
lowest income, respectively, the former income groups pay ten and five times as much as 
 the low-income households. This may be too much to ask of the middle and higher 
income households.  In other words, policy-makers may be compelled to take account of 

                                                 
5 See further Normand and Weber (1994, ch.2) and  ILO (1997, Module 1). Note that social health 
insurance is usually part of a social security system, and is therefore different from a system financed 
directly via general taxes.  
6 In this chapter, ‘premium’ and ‘health insurance contribution’ paid by an individual or family will be 
used interchangeably. 
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some limit in society on the solidarity across socio-economic population groups. In such 
settings, a rather slow SHI process is likely to evolve. 

 
Secondly, SHI schemes would have to ensure their members that they will 

effectively receive the health insurance benefits. The health services infrastructure, the 
human health resources and the other necessary components of health services, such as 
drugs and laboratory examinations, need to exist and should be combined to produce 
adequate health services. If promised benefits can not be delivered, it makes little sense 
to start a SHI scheme. If a Government still goes ahead with such a scheme, it will 
quickly find out that trust of the population disappears leading to non-compliance 
behaviour such as a refusal to pay regular contributions.  

 
Thirdly, governments may not yet have the necessary managerial apparatus to 

organise a nation-wide insurance system. Often this problem is compounded by 
communication problems, such as lack of adequate roads, telecommunications and 
banking facilities, that inhibit a potential SHI scheme to collect contributions and 
organise reimbursements, to manage revenues and assets and to monitor the necessary 
health and financial information.  

 
Fourthly, there is the factor of poor political stability, usually linked to economic 

insecurity that interferes with a steady development of social health insurance7. Indeed, 
implementation of a social health insurance policy will be prohibited or severely delayed 
if there is no strong and steady political support. As a result, the population’s trust in 
Government, which is crucial for social health insurance implementation, may dwindle.   

Despite the impediments to social health insurance on a national scale, we do see 
a number of government initiatives targeting civil servants, workers in the formal sectors, 
and their families. This does not mean that the active population in the agricultural sector 
or in the informal sector (such as in urban areas) would be totally devoid of health 
insurance. One does observe voluntary health insurance schemes, frequently organised by 
non-profit institutions with an important degree of autonomy vis-à-vis Government. Such 
schemes are labelled in various ways, including community health insurance8, mutual 
health organisations or associations 9 and medical aid societies10 or medical aid 
schemes11. The common characteristics, however, are that they are run on a non-profit 
basis and they apply health insurance principles.  In this chapter, we put  them under a 
common denominator as non-profit health insurance schemes (NPHIS). In addition, 
private for-profit health insurance is increasingly offered in developing countries, 
targeted mainly at high income population groups that reject membership in a voluntary 
social health insurance scheme, or that want to improve upon their insurance coverage 
when an existing compulsory scheme only offers substandard protection.  

 
Summarised, it is not uncommon for many developing countries, even low-

income countries, to have a limited social health insurance scheme, a number of non-
profit health insurance organisations and sometimes a few private health insurance 

                                                 
7 Sanguan Nitayarumphong (1998). 
8 Ron (1999). 
9 Criel and van Dormael (1999) and Atim (1999, p.883). Note that a mutual health insurance scheme 
could be managed at the level of a community, an enterprise, a trade union etc. 
10 Atim (1999, p.883). 
11 van den Heever (1997, p.162). 
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companies. The key question is whether we have to expect a deadlock in this situation, or 
whether there might be a way forward ? In section 4,  we hypothesise that there is 
probably scope for strengthening the role of insurance schemes of non-profit 
organisations in areas that are not yet reached by government-regulated social health 
insurance. However before turning to this hypothesis,  and to be aware of strengths and 
weaknesses of NPHIS, we will briefly review the international literature on their 
performance. We also look closer at the experiences of selected NPHIS in Africa and 
Asia. 

 
3. Current performance of non-profit health insurance schemes   
 
3.1  Selected findings from the international literature 
 
 Bennett et al. (1998) made an extensive review and analysis concerning 82 non-
profit health insurance schemes for people outside formal sector employment in 
developing countries.  They observed, among others, that very few of these schemes 
covered large populations or did not even cover high proportions of the eligible 
population. From a subset of 44 of the schemes, the median value of the percentage of the 
eligible population covered was 24.9%; 13 schemes had a coverage rate below 15% 
whereas only 8 had a coverage rate above 70%. On the whole, schemes suffered from 
considerable adverse selection, which made them vulnerable to financial risk.  
 

Another conclusion was that very few schemes reached the vulnerable population 
groups that in principle should be able to benefit significantly from health insurance. The 
authors recognise, though, that such schemes could offer a far greater protection for more 
families or individuals, and could play a suitable role within the broader health care 
system. It will be an important ask for Government to develop a suitable policy towards 
such schemes, facilitating their creation, yet steering them towards an adequate health 
insurance design via regulation.  

 
The authors also note that there may be intra-scheme inequities (as a result of de 

facto exclusion of  the poor) as well as inter-scheme inequities, which the Government 
could help offset through subsidies from general tax revenue. In addition, they 
recommend that more attention should be paid to the integration of local insurance 
initiatives into a risk-pooling function for the health system as a whole. Finally, in 
establishing the respective roles of local- level schemes and national government, account 
should be taken of the local context and community preferences12.  
 
 The issue of  health insurance as a tool for promoting better and equitable health 
services provision through health insurance was also addressed at an international 
conference in Antwerp, Belgium in 199713.  One general conclusion from the d iscussions 
around the experience in some 16 low and middle- income developing countries was that 
universal coverage, involving risk sharing between all population groups in a community 
or a nation, is the ultimate goal. Extension of coverage, including for the poorest 
population groups, should therefore be high on the agenda of NPHIS as many of them 
currently show limited coverage. This extension could be facilitated via financial 
involvement from Government. It is realised that time and tedious discussions may be 
                                                 
12 Bennett et al. (1998, p.62). 
13 Carrin et al. (1999). 
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needed before reaching overall population coverage. However, schemes should not 
invoke this argument to justify standing still, but should take well-planned steps towards 
an equitable health insurance structure. One example of a scheme that made 
improvements over time, especially in terms of coverage, is the Bwamanda hospital 
insurance scheme in the D.R.Congo, with a membership rising from 27.5% in 1986 to 
60-65% in 199714. We return to this scheme in section 3.2. 
 

It was also observed that, when schemes are the result of local initiatives, unequal 
insurance coverage may arise among populations of different districts or regions, as some 
are protected by health insurance and others do not. Here is again a role for Government 
to facilitate both the establishment of well-designed schemes, and to stimulate networks 
among them so as to bring them closer together for the sake of risk pooling.  

 
Another finding was that some schemes were closely intertwined with local 

initiatives in socio-economic development, such as co-operatives15 and credit schemes. 
Members of a co-operative might be enrolled more easily when a new voluntary health 
insurance is established. One can hypothesise that if a co-operative manages to bring 
greater income security to its members, willingness to pay for health insurance might be 
enhanced. Some credit schemes16 appeared to show interest in promoting health 
insurance, among others, to reduce default in credit reimbursement; the reasoning was 
that insured credit scheme members would be protected from major financial loss due to 
illness, so that they would be able to respect credit reimbursement schedules.   

 
Finally, although universal coverage with risk-pooling on a population-wide basis 

is the ultimate objective, a unique blueprint of health insurance design is hardly feasible 
since countries or communities are at different stages of economic, social and political 
development17.  Therefore, different speeds at reaching this objective are likely to be seen 
in practice.   

 
In a recent book, van Ginneken (1999) addresses health insurance for those who 

are currently excluded from statutory social security protection. A majority of the people 
in developing countries is  covered neither by social insurance nor by tax-financed social 
assistance. He notes that people do increasingly pay out-of-of pocket for health services. 
Access to health care becomes an important concern, and one of the responses has been 
self- financed social insurance. Applied to health, this means that peoples’ needs for 
protection against the costs of illness are met through mutual support schemes by 
communities or groups, or by non-governmental organisations and voluntary agencies.  

 
As far as informal sector workers are concerned, van Ginneken (1999) writes that 

their schemes are frequently organised on an occupational or sectoral basis 18. The latter 
generally constitute a good basis for building trust among members, which is part of the 
foundations of any social insurance initiative. One important conclusion from his study is 
that, when such schemes prove to be small-scale, and many of them are, they need an 
umbrella organisation that can provide administrative and technical support. As an 

                                                 
14 Criel et al. (1999) and Moens  (1990).  
15 Ron (1999). 
16 Desmet et al. (1999) 
17 Carrin et al. (1999, p.864). 
18 van Ginneken (1999, p.182). 
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example he refers to the UMASIDA19 health insurance scheme in Tanzania that was the 
result of a regrouping of five informal sector associations. Such an organisation could 
more easily assume the responsibility of extending and replicating the health insurance 
schemes. A scheme like UMASIDA also better meets the vital criterion of pooling of risk 
among larger groups of people.  

 
The importance of the role of Government is also underlined  by the same author. 

The Government is advised to assume the role of  regulator of the design and 
implementation of schemes. It can also establish the legislative framework for the 
efficiency and transparency of schemes’ operations. Government is also in the best 
position to guarantee the replication of different experiences across areas, sectors or 
occupations 20.   

 
It is interesting to note a convergence in two key conclusions from the above 

mentioned studies. First, insurance coverage of all of the eligible population is an 
accepted objective. Secondly, the role of Government in promoting, regulating and co-
financing of NPHIS is also recognised. One key challenge, expressed commonly as well, 
is the establishment of  an inter-connection between the NPHIS themselves as well as 
between the NPHIS and a country’s formal social health insurance system.  
 
3.2  Findings from selected schemes in Bangladesh, D. R. Congo and Uganda 
 
3.2.1  Issues of coverage 
 

The key characteristics of the voluntary schemes selected21 for further study are 
presented in Table 1. All schemes are providing health insurance on a family basis. 
 

We observe that the population coverage rates vary: the schemes in Uganda have 
very low rates, those in Bangladesh are around the median mentioned in Bennett et al. 
(1998), whereas only the Bwamanda Health Plan can boast a rate of 60-65%. Reported 
reasons for these disparities include, firstly, the way in which the premiums are collected 
(linked to economic factors, such as the purchase of cash crops, or to benefiting from 
micro-credit); secondly, the strength of the interaction between health care providers and 
communities they serve; thirdly, the existence o f entry points in the community, such as 
family groups of borrowers of micro-credit, burial societies and savings groups, or other 
social groups and associations. 
 
 Most schemes try to link the time of payment of the premium with a suitable 
event in the community. For instance, burial societies in Uganda (the so-called engozi 
societies) use their monthly meetings for the collection of premiums, either for first-time 
members or for those who renew their membership. In Bwamanda, the nurse of the 
community-based health centres collects the annual premium at the time when the Centre 
De Développement Intégré (CDI) purchases cash crops. The latter runs both the health 
care system (hospital and community-based health centres) and the health insurance 

                                                 
19 UMASIDA is the acronym for Mutual Society for Health Care in the Informal Sector. See Kiwara 
(1999) for a detailed analysis. 
20 van Ginneken (1999, p.186). 
21 For the schemes in Uganda, see Noble (1999) and Review Team UCHFP (2000). For those in 
Bangladesh and Bwamanda, see Desmet et al. (1999) and Criel (1998), respectively. 
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scheme. In the GK scheme, a similar situation is observed as premiums are paid to the 
community nurse during home-visits. Also note that GK runs both the health care system 
and the health insurance scheme. Notable differences between the Bwamanda and GK 
schemes, however, are that (i) in Bwamanda, the CDI health care system has a virtual 
monopoly, while in the GK catchment area other providers (outpatient as well as in-
patient facilities) are competing with GK; and (ii) that the premiums and co-payments are 
flat in Bwamanda but graduated in GK according to the socio-economic level of 
household members. In the Grameen Health Plan, the premium is paid from the accounts 
that members have in the Grameen micro-credit scheme (Grameen Bank members 
represent more than 98% of the subscribers of the Grameen Health Plan). In the 
Bwamanda Health Plan as well as in the GK scheme and Grameen Health Plan, the 
permanent intense interaction with the eligible population appears to be a  key factor in 
explaining the level of population coverage. In contrast, in the Ugandan schemes, which 
suffer from a lack of such active and sustained links, first-time membership and 
subsequent renewal are very low. 
 

Insurance coverage rates by socio-economic group show mixed results for those 
schemes where data are available. In Bwamanda, they are relatively lower in the poorest 
and richest socio-economic groups. In the GK scheme, insurance cover is higher in the 
two lowest socio-economic groups. The preferential scales for premiums and co-
payments in favour of these particular groups can explain the latter. While one can 
anticipate adverse selection in this case, it has been the explicit objective of GK to 
especially protect the poorer households.  

 
As membership is voluntary, members can withdraw from the schemes. In all of 

the schemes discussed,  the dropout of insured members has been attributed to their 
perception that they did not benefit in case of non-use of insured health services. In the 
Ugandan schemes, the use of a flat premium was seen as a deterrent for the poor 
households. Other reasons for discontinuing membership have been (i) refusal of 
preferential treatment when it was expected; (ii) the long distance from the health 
facilities; (iii) lack of transport to the health facilities in case of need for care; and (iv) the 
high level of premiums and co-payments. Adverse selection materialises when  the 
members that drop out are associated with the lower health risks, leaving behind the 
people with higher risks . To avoid such adverse selection, the Ugandan schemes initiated 
a rule demanding Ugandan engozi societies that at least 60% of the families renew their 
membership. Only through intensive contacts between the schemes and the engozi 
societies could this target be achieved. 



TABLE 1  Key characteris tics of selected non-profit health insurance schemes 
 
 

 
Countries 
 

 
Bangladesh 

(1995) 

 
D. R. Congo  

(1990) 

 
Uganda 

(1999-2000) 
 

 
Scheme 

 
GK1 

 
Grameen 

Health Plan 

 
Bwamanda 
Health Plan 

 
Kisizi 

 
Mutolere 

 
Nyakibale 

 
Starting date 
of the scheme 
 

 
 

1975-1976 

 
 

1993 

 
 

1986 

 
 

1998-1999 

 
 

1998-1999 

 
 

1998-1999 

 
Eligible 
population 
(number of 
households) 
 

 
 

37,200 

 
 

37,500 

 
 

19,400 

 
 

19,900 

 
 
11,500 

 
 
23,500 

 
 
Population 
coverage rate2 
(%) 

 
 

27.5 

 
 

41.0 
 

 
 

60.0-65.0 

 
 

6.1 

 
 
2.0 

 
 
1.4 

 
Insured 
services 
 

 
Community-based 

facility and 
hospital level 

 
OP and IP3 

 
Community-based 

facility level 
 

OP 

 
Hospital-level 

IP 

 
Hospital-level 

OP and IP 

 

 
Hospital-level 
OP and IP 

 
Hospital-level 
OP and IP 

 
 
Notes:  1 GK=Gonoshashthya Kendra 

2 Population coverage rate= ratio of insured population to eligible population 
3  OP and IP stand for outpatient care and inpatient care, respectively 
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The likely trade-off that exists in schemes between the level of premiums and co-
payments, on the one hand, and population coverage on the other, implies that there are 
constraints on the so-called cost-recovery. While there is evidence that at the level of 
community-based health facilities22, modest premiums and co-payments may cover the 
majority of costs23, this is not all so at first and higher referral levels. The latter 
assessment is relevant for four out of the five schemes discussed. Only in the Bwamanda 
Health Plan are about 67.4% of the running cost of the hospital covered through health 
insurance24. Given limits on the population’s capacity to pay, it is clear that other sources 
of financing may be needed, especially at referral level hospitals.  
 
3.2.2  Factors for continuous development 
 

Several lessons can be drawn from the experiences in the Bwamanda and GK 
schemes, as these have shown a continuous development. The factors that have permitted 
these schemes to establish and develop themselves relate to several issues within a 
broader policy context, to the social and economic environment, to the schemes’ 
functioning and management and to the benefit packages they offered25.  
 
 First, the national policy setting. Relevant policy issues included the 
establishment of a National Health Policy on health care provision in the D. R. Congo in 
the beginning of the 1980's26 , aiming at the delivery of Primary Health Care based on a 
coherent set of objectives27 through a systemic approach28. The  policy design benefited 
from long-term action-research projects in health care organisation29, which were already 
being replicated within and outside Congo. Such policy guaranteed a more rational 
approach to health care delivery. Another policy issue in the D. R. Congo was the 
decentralisation of health care delivery and financing. Based on the National Health 
Policy, the country was subdivided in ‘health zones’, and the management and financing 
of health services was decentralised to these zones. It should be said that direct 
government financing decreased substantially. However, health zones could experiment 
with various forms of community financing. The community’s contributions would 
usually complement those from bilateral development partners and non-government 
organisations. Together, the policies towards rational health care delivery and 

                                                 
22 These facilities are typically staffed by one nurse and one or two nursing assistants -clerks,  provide 
comprehensive curative, preventive and promotive care, and take care of 80 to 90% of the health 
problems in the community for which the facility has an explicit responsibility.  
23 Desmet et al. (1999). 
24 The other internal sources of financing include user fees from the non-insured, and external aid. 
25 For discussions on this topic, see also Criel (1998), op.cit., Bennett et al.  (1998), op.cit., and Kutzin 
(1997).  
26 Ministry of Health, Zaire (1983). 
27 These objectives include equity; aspects of health care organisation, such as integration, 
comprehensiveness, and continuity of care delivery; and aspects of the role of communities to take care of 
their health problems and to manage and (co-) finance health services. See Van Balen (1989) and Chabot et 
al. (1995). 
28 A ‘systemic’ approach views health care delivery through functional tiers within a ‘District-based’ 
health care system. In this Dis trict’ level, there are two tiers, a community-based one (a ‘Health Centre’) 
and a referral tier (a General Hospital staffed by general practitioners; this tier is the first one of the referral 
levels). Both have specific and mutually exclusive roles and responsibilities. There are clearly defined 
referral and counter-referral principles. 
29 See for instance, The Kasongo Project Team (1982).  
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community financing have constituted prerequisites to the development of the 
Bwamanda Health Plan. 
 

In Bangladesh, a special agreement with the Government in the mid-1970s 
allowed GK to operate a health care system as a demonstration project situated in a 
geographical area at 50 km from the capital Dhaka. Although the GK project contributed 
to the formulation of official guidelines on selected health care delivery mechanisms 
(e.g. on the role and functions of female community health workers), a fully-fledged 
national health policy has so far not been developed. 
 
 Second, the socio-economic setting. Initiated by the Catholic mission in 
Bwamanda, the CDI in Bwamanda started as an integrated development project at the 
end of the 1960s. Primary and secondary schools, which were already run by the same 
mission, were integrated in the CDI project. The CDI gradually improved agricultural 
activities in the area: it introduced soya as a new crop aside from existing cash crops, 
such as coffee, and organised the purchase of produce at guaranteed prices. This resulted 
in fairly stable economic conditions in the Bwamanda region throughout the 1970s and 
1980s which has enhanced the capacity and willingness of the population to enrol in the 
Bwamanda Health Plan initiated by the CDI.   
 

In the case of GK, its initiators soon realised that a comprehensive approach to 
development and uplift of the rural population, and particularly of  girls and women, was 
the only sustainable way to improve the health situation in the region. Several socio-
economic activities were gradually deve loped and female education and employment 
was promoted wherever possible, through micro-credit and through employment in 
traditionally male occupations such as carpentry, welding, crafts, and printing.  
 
 It should thus be highlighted that the health insurance schemes in Bwamanda and 
GK were fully embedded into broader development projects.  CDI  Bwamanda and the 
GK overall project have gradually developed and continuously supported economic 
activities and social activities in the education and health sectors. They both took 
responsibility from the start for a population (in both the cases, more than 100,000 
population) which also constituted the population of a defined catchment area for health 
care delivery. They are highly committed and their involvement is long-term and sincere.  
 
 Third, functioning and management of the two NPHIS has benefited substantially 
from action-research; initial plans were adjusted  based on empirical research findings. 
Furthermore, a monitoring system, more developed though in Bwamanda  than in the GK 
scheme, guided the implementation of the scheme. Both have developed  appreciable 
project management capacities. The CDI Bwamanda and the GK overall project were 
financial guarantors for proper funding in the case of any financial shortfall. In 
Bwamanda, the CDI also developed several value-maintaining mechanisms for the funds 
collected by the scheme, including investment in foreign currency and advance purchase 
of medicine.  
 
 Finally, in both the cases, the health insurance benefit package included hospital 
care. The GK scheme has added community-based health services to the benefit package 
as well.  The health services provided by the respective projects received high quality 
ratings from the population. The schemes were known for their capacity to run the 
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services as efficiently as possible. In fact, in both schemes, but particularly in 
Bwamanda, cost containment through rational health care delivery was an important 
objective. 
 
 The relationship developed over the years between both the projects and their 
respective populations became characterised by trust of the communities in the 
managerial capacities of the project leadership. The development of the health insurance 
schemes could build upon this high level of credibility of the overall projects in general, 
and of the health services in particular. 
 
4. Towards a new role for non-profit health insurance schemes 
  

The experiences reviewed above are hopeful. Yet, the schemes’ achievements are 
limited, and would need  substantial development before achieving universal coverage 
among the targeted population. Still, they operate in environments where either 
government intervention in health is absent or weak. These schemes also constitute 
institutions that benefit from some degree of trust by the population. We hypothesise 
therefore that the NPHIS could further contribute to filling the gap in insurance coverage. 
Of course, they would have to work so as to avoid the problems associated with 
Government’s weaknesses discussed earlier in section 2.2.  First, they would need to 
ensure a consensus across the eligible population group and among the partners involved 
in the scheme. Should there exist basic social solidarity30 and limited inequality among 
the population, it may be easier to fulfil the requirement of  pooling. However, if a 
population group should be segmented into subgroups like landowners and land- less, 
insurance may be hard to establish31.  

 
Secondly, a NPHIS should in principle allow for greater mutual control of 

activities between partners. Reaction by members when promised benefits are not 
delivered is expected to be quicker and more forceful. In view of the more limited scale 
of a NPHIS, non-compliance and moral hazard among members should also be easier to 
control in principle.  

 
Thirdly, given the smaller target population and a smaller number of concerned 

health service providers, a NPHIS can usually respond more easily to the managerial 
requirements. In addition, communication problems within one defined local catchment 
area can be better overcome.     

 
 One important issue immediately arises. Obviously, because a NPHIS lacks the 
legal right to coerce people into subscribing to health insurance, it will not capture all of 
the target population. What to say then when certain population groups, for instance the 
poorest, would be left out ? The answer depends upon how strong society’s feelings are 
with respect to differences in well being across individuals and families. In any case, the 
objective of universal coverage in social health insurance leads to the necessity of 
including the poor. The NPHIS should therefore be stimulated to expand coverage to the 

                                                 
30 Musgrove (1996,p.52) draws attention to the factor of social solidarity or equity that was behind the 
expansion of social health insurance in many OECD countries. 
31  Note that Ray (1998, pp.393-394 and pp. 601-602) explains that this unwillingness to insure is due 
to a restricted flow of information between such sub-groups.  For mutual social support to succeed, 
information flows should be intense.     
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poor as well. The latter may require extra financial resources as well as support related to 
the design of the schemes. In section 5.1, we discuss what Government could do to 
facilitate this expansion.  
 
5. Connecting the non-profit health insurance schemes to Government  
 
5.1  Towards a new role for Government  
 

The experiences discussed above clearly show that health insurance as organised 
by NPHIS is feasible even among low-income populations. Bow how this fit into a 
national health insurance policy ?  

 
Social health insurance concerns the whole nation, and society would have to 

pronounce its choice and consensus, usually through parliamentary consultations and/or 
constitutional provisions. Once a social health insurance accord is obtained, a national 
health insurance policy needs to be detailed.  As coverage of the national population is 
the final objective, connecting the activities of NPHIS and their associations to 
Government becomes obvious. Indeed, without some real perspective of nation-wide 
replication, NPHIS may well remain associated with the welfare of particular groups in 
society only. Thus the need for Government as a chief designer of health insurance 
policy  is warranted.  We agree here with Criel and Van Dormael (1999) who write that 
if  NPHIS ‘are to significantly contribute to an increase in solidarity and a reduction of 
social exclusion, the support of a public authority will eventually be needed’, and that 
they will ‘thus, sooner or later, be confronted with the problem of the role and the 
performance of the state’32.  Also already some 25 years ago, Aubry et al. (1974) argued 
that small-scale mutual benefit societies could be instrumental in establishing more 
extensive schemes, but that Government assistance was needed, among others, to define 
and monitor the functions of these schemes33. The latter was also a key message in the 
earlier cited work of van Ginneken (1999).  

 
We reiterate that Government needs to shape the policies relevant to the 

establishment and expansion of social health insurance. It would have to show 
stewardship 34,  giving direction in health financing policy, addressing methods of 
revenue collection, pooling arrangements, the definition of health insurance benefit 
packages, and the purchasing of health services35. However, policy concerning the health 
care service organisation is equally relevant.  It will have to address, among others, 
issues of  rational health care, quality of and access to care, proper utilisation of care and 
patient flow, and cost-containment, which are crucial to social health insurance 
development.  

 
                                                 
32 Criel and Van Dormael (1999, p.159).  More general support for this statement is from Mills et al. 
(1997, p.309) who write that ‘While government weaknesses may bolster arguments for relying less on 
the state, there is sufficient evidence of the dangers of unregulated health markets to suggest that the 
state cannot simply withdraw’.  
33 Cited in Midgley (1984, p.209) who provides a general discussion of the role of mutual benefit and 
co-operative societies.  The latter collected regular contributions from (voluntary) members in order to 
assist them in the case of sickness, in the payment of the cost of funerals, in providing income support 
for widows etc.; see Midgley (1984,p.95).  
34 WHO (2000, ch.6). 
35 WHO (2000,ch.5,pp.95-97). 
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The role of the NPHIS is likely to be addressed in both of the above mentioned 
policies. In this chapter, however, we focus on the possibility of expanding their role as 
health insurers. Government will be prompted to further define its interrelation with 
them. We would propose four basic functions for Government: that of promoter of health 
insurance, monitor of NPHIS activities, trainer and that of co-financier. Related to the 
promotion of health insurance, Government should be seen to steer NPHIS in the 
direction of social health insurance. A  first problem to address is that of incomplete and 
asymmetric information36  37. The population may know more about its own health risks 
than the  NPHIS. As the latter have imperfect knowledge about the health risks of 
different population groups, they are likely to define health insurance premiums on the 
basis of ‘average’ health risks. In a voluntary setting, members of the healthier 
population groups may judge that the contribution is too high compared to their risk, so 
that they may reject the NPHIS’ offer. This will leave the NPHIS with a disproportionate 
fraction of the population with high health risks, which forces it to increase the 
contribution. The process of healthier people withdrawing from the scheme may 
continue, leading to enrolment of the people with bad risks only. As we kno w from 
section 2.1, this process is called adverse selection38. In its extreme form, there is no 
longer risk pooling and cost sharing between the healthy and the sick. If bad risks are 
associated with a low-income level, such a situation would also imply absence of any 
solidarity between the higher income and lower income population groups.  

 
Government could help reduce the problem of adverse selection, by introducing 

simple rules. It could recommend to start up a NPHIS only when a minimum percentage 
of the target population could be enrolled, say 50%. Waiting periods could also be 
recommended, so as to refrain people from signing up with a scheme only when they are 
ill. Government could also strongly recommend not to enrol on individual basis but 
rather on a family basis.  Apart from the percentage enrolment, the size of a NPHIS is an 
equally important concern. Excessively small schemes, for instance with only a few 
hundred members, do not constitute a solid risk pool capable of insuring its members 
adequately. Larger risk pools could thus  be advised, for instance via the establishment of 
an alliance of NPHIS 39 40. In general, Government could advise the NPHIS to develop a 
health insurance development plan that would aim at increasing population coverage and 
greater risk pooling over a certain period of time.  

 
Secondly, Government  could formulate recommendations on the composition of 

alternative health insurance benefit packages. These packages would have to reflect the 
health care needs of the population, and be designed in a cost-effective way, for instance 
through standard treatment protocols.  For the sake of cost-effectiveness, they would also 
have to integrate regulations as to a rational health care delivery system.  From a pure 
insurance point of view, insurance against the costs of inpatient care would be of prime 
benefit to the insured, because the relatively high financial consequences of such events 
would be avoided. However, the costs of outpatient care for the chronically ill, and the 
treatment cost of ambulatory care for certain communicable diseases like tuberculosis, 

                                                 
36 Musgrove (1996, p.21). 
37 Pindyck and Rubinfield (1992, ch. 17). 
38 See, for instance, Supakankunti (2000) for a discussion of adverse selection in the voluntary Health 
Card Program in Thailand.   
39 See Mills (1998,p.298). 
40 Dror and Jacquier (1999) also refer to the possibility of reinsurance in the event of small schemes.  
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also entail risks worth insuring. Because of its aim to decrease disease incidence, 
preventive care, such as immunisation, antenatal care and under-five growth monitoring, 
and promotive care, such as health education, should also be included.  For similar public 
health reasons, basic outpatient care could be insured as well.  Indeed, insurance of 
certain types of outpatient care, such as treatment of malaria and other parasitic diseases, 
helps prevent transmission of disease. In welfare economics language, we say that it 
reduces the negative externalities from communicable diseases. There may also be 
economic and financial reasons for insuring outpatient care. Certain infections when 
untreated may result in a greater amount of workdays lost. With health insurance 
enabling members to receive adequate treatment, this economic loss could be averted. 
Financial losses can also be avoided when, in the case of non-treatment (provoked by 
absence of health insurance for outpatient care), patients would turn sicker and in the end 
need hospitalisation, which would be far costlier to the NPHIS.  

 
Thirdly, Government could assist NPHIS in establishing a management 

information system (MIS) whenever this is deemed feasible in view of the size of the 
membership and the scheme’s administrative capacity. This MIS could be simple at first, 
focusing on recording membership and basic characteristics of members (e.g. age, 
occupation, size of household to which they belong), insured members’ contributions, 
demand for health care (inpatient admissions, attendance for curative, preventive and 
promotive activities), costs of health care delivery etc. Such a system can be very helpful 
in establishing and/or adjusting the health insurance contributions so as to ensure a 
scheme’s financial equilibrium.  It can also be helpful in spotting elements of adverse 
selection and tracking progress towards an expanded population coverage. A simple MIS 
could also be the precursor of an information network linking the various NPHIS to 
Government.        

 
Next to the tasks of promotion, Government can offer to monitor the basic 

performance of each NPHIS, track progress across the different schemes through time, 
and perform comparative analysis Monitoring should not be understood as passive, but 
enables Government to stimulate the establishment of NPHIS, to signal problems to 
existing NPHIS and to offer practical advice concerning these problems.  An important 
recommendation is for Government to develop a standardised monitoring protocol which 
could be applied by all NPHIS, and which could facilitate comparative analysis. Note 
that at the level of the NPHIS, complying with such a protocol could be facilitated 
through a proper MIS as discussed above.   

 
The results from monitoring and the promotion activities also provide a natural 

input into training activities that Government could offer. The scope of these training 
activities can cover the entire range of  issues that concern the establishment and 
adjustment of health insurance, i.e. determination of the benefit package and of the 
contributions, collection of the contributions, issues of delay in payment of contributions 
and non-compliance, management information systems and the establishment of health 
insurance development plans.  

  
Related to co-financing, Government can play a substantial  role in enabling 

access of the low-income groups  to health insurance41. First, at the level of a NPHIS 
                                                 
41 This is also a role for Government highlighted by Mesa-Lago (2000, p.44) in his recent study on 
social security reform in Latin America. 
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itself, Government could subsidise, partially or fully, the health insurance contributions 
of the poorest42. These subsidies would be financed out of general taxation revenues. 
Government could also come to an agreement with donors, however, allowing them to 
reallocate part of their funds as subsidies. Secondly, Government could enact an inter-
NPHIS solidarity rule, whereby some percentage share of contributions is siphoned off 
into a Solidarity Fund that would be used, for instance, to finance unexpected 
expenditure (such as in the case of local epidemics) or to pay for deficits of the least 
well-off NPHIS in the country. In this respect, we refer to van den Heever (1998) who 
studied employer-based health insurance schemes43 in South Africa. He notices that, 
since the late eighties, new employer-based medical benefit schemes for low-income and 
largely black  workers have been established, and that these are largely separated from 
the funding of medical benefits for high- income workers. In other words, virtually no 
cross-subsidy seems to exist, so that the health insurance benefits of the former schemes 
are relatively limited. Policy proposals were therefore made to establish an equalisation 
mechanism across medical schemes, probably through a parastatal, in order to offer a 
similar basic package of health insurance benefits.  
 

A  further argument for Government to be involved as financing partner is to 
counteract, to some extent,  the regressive character of flat contributions by households 
in many NPHIS. Of course the latter presupposes that the taxation system itself is 
progressive, which is not necessarily guaranteed. Finally, note that  in quite a number of 
cases, Government (co-) finances capital costs of health facilities as well as important 
proportions of recurrent costs such as salaries. In the  short run, Government should in 
principle continue to co-finance those budget items. It is only at a much later stage that 
new ways of cost sharing could be explored. In general, Government’s co-financing also 
foreshadows that it would preserve a role as a contributor in a nation-wide social health 
insurance scheme, such as can be observed in many mature social health insurance 
schemes in the world44.  

 
It should be understood that we do not  think of Government to have a role in the 

day-to-day management o f NPHIS. Rather, Government should assume a role as prime 
facilitator with the objective to widen the population’s access to health insurance. 
Besides, one can learn here from the experience with micro-finance projects. Morduch 
(1999) writes that when they  were operated directly by governments, borrowers default 
more rapidly on the loans. Governments are also likely to better tolerate such non-
compliance, for political reasons 45.  
 
5.2   Further concerns   
 
5.2.1   The need for enhanced capacity in Government   
 

One may rightfully ask which capacity is needed before Government undertakes 
its new role. A team composed of staff with skills in law, public health and medicine, 
actuarial science, applied economics and financial management, and computer 

                                                 
42 Burgess and Stern (1991,p.73) also point at the greater potential of central Government to deal with 
redistribution in favour of the indigent. 
43 Called ‘medical benefit schemes’ in South Africa. 
44 See Preker (1998,p.119). 
45 Morduch (1999,p.201). 
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information systems will be necessary. This team could be set up as a quasi-autonomous 
Government agency. It could, however also be connected to a Government Health 
Insurance Agency already established to develop health insurance in the formal sector. In 
whichever institutional framework the team will function, it is of overriding importance 
to maintain close professional links with the managers of the NPHIS. This agency could 
use the best performing NPHIS as models to gradually develop the technical instruments 
for the establishment of new NPHIS, such as benefit packages, contribution levels, 
avoidance of adverse selection, non-compliance and moral hazard in both the formal and 
informal sector, standardised monitoring protocols, district-based social health insurance 
development plans etc. Seeking the technical support and know-how of managers of 
some of the best performing NPHIS or of an association of NPHIS is also likely to be a 
good strategy46, as it may enhance the agency’s credibility.   

 
This new Government agency would also have to develop the overall legal 

framework for the co-operation with NPHIS and for the accreditation of new schemes. 
One important way whereby Government can steer and regulate the establishment of 
NPHIS is through contractual relationships. By way of legal contract47 48, Government 
can give a licence to a specific NPHIS to operate at district level49, provided a number of 
minimum conditions are satisfied. As an example, these conditions could include 
insurance on family basis and the use of a minimum benefit package, including both 
hospital and community based care. The conditions could also include the definition of a 
schedule of family contributions, respecting certain ranges,  and the acceptance of a 
maximum co-payment rate. The contract could also define, for instance, that the poorest 
families need to be accepted as full members. A health insurance development plan 
stipulating an increased population coverage could also be required. Provided all these 
conditions are satisfied, Government can grant subsidies for the poorest families, as well 
as conditional grants upon fulfilling the required population coverage targets. In this 
case, Government can award an official label to the contracted NPHIS50. The latter has 
the additional advantage that potential members’ asymmetry of information regarding the 
quality and seriousness of the NPHIS is reduced if not eliminated.  

 
This new governmental capacity should be made available on a continuous basis, 

however. Any interruption as a result of political instability or maladministration is likely 

                                                 
46 That it is not unusual for NGOs to receive an advisory role in Government policy was mentioned by 
 Walt (1994,p.118). For instance, since  1987, Save the Children acted as advisor on legislation 
concerning children to the Ugandan Ministry responsible for social welfare. 
47 For a discussion of the contractual approach in the framework of health service delivery, see Perrot 
and Adams (2000). 
48 We can reinterpret contracts as a response to a principal-agent problem.  The agent is the actor who acts 
on behalf of the principal. In this case, the principal and the agent are the Government and the NPHIS, 
respectively. While the Government may have social health insurance objectives, the NPHIS may initially 
have different objectives. In concluding a contract, the principal can ensure that its objectives are met, 
building in the right incentives in the contract. See Pindyck and Rubinfield, op.cit. and Scott Bierman and 
Fernandez  (1993,ch.7). 
 
49 See section 3.2.2. 
50 This is akin to a franchise system with the Government (franchiser) giving the right to a NPHIS 
(franchisee) to use know-how and technical assistance of the franchiser; see Perrot et al. (1997). 
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to reduce the trust of the general population51 and the associated NPHIS, which in turn 
may jeopardise the continuation of the new arrangement.  

 
5.2.2   The issue of timing 
 

It is clear from experience that attaining universal compulsory coverage takes 
time52. How exactly and in how many years countries will reach this end-point they will 
need to achieve this, depends on a set of factors, including social and economic 
development and political consensus. What matters most is that countries engage in a 
process of social health insurance development. This process will be somewhat different 
if countries already started compulsory health insurance for the formal sector. If they did, 
the NPHIS would mostly have to target the population in the agricultural and non-formal 
sectors.  Such is the case of Ghana where the Government now explicitly promotes 
mutual health organisations in rural districts53. If they didn’t, the NPHIS could in 
principle be asked  to take on board all population groups.  

 
Government could engage in the following process. It could  stimulate extension 

of coverage in existing NPHIS.  Simultaneously, they could foster the establishment of 
new NPHIS. The latter two-track scenario would be relevant, whether compulsory 
insurance already exists for the formal sector or not.  Again, this make take time, 
although we anticipate that a first phase whereby the Government agency establishes the 
necessary technical tools and the legislative framework should not take more than 3 
years. It is imprudent to predict, however, how much time it will take to the endpoint of 
full coverage (and therefore compulsory membership).  Adequate risk pooling is a 
central concern during this transition. Along the way, alliances of NPHIS could be 
stimulated. In addition, at some time during the process, greater co-operation or even 
mergers with existing compulsory insurance pools for formal sector workers may well 
become opportune.    

 
Note that during this whole process, certain regions or districts may well remain 

without NPHIS for some period of time. Meanwhile, it is imperative that the 
Government maintains at the least its classical budgetary allocations to these areas.  

 
6. The new roles and the selected schemes: some perspectives   
 
 The experiences of GK and Bwamanda show that formulating and implementing 
policies on overall health financing and its links to health care delivery are the primary 
steps before any meaningful start of NPHIS. As discussed above, this role can clearly be 
assigned to the Government. A properly defined policy on health care delivery and the 
targeted beneficiaries is evidence-based, and in line with societal choices. Such policy 
more specifically should protect sound health care practice within a well-organised and 
                                                 
51 That population preferences matter has been demonstrated in the more general context of health 
reform by Soeters (1997, ch.8).  
52 An often cited example from developing countries is the Republic of Korea that took 26 years to develop 
universal coverage since the inception of its first statutory health insurance law: a period between 1963 and 
1977 during which health insurance was developed on a voluntary basis , and a period between 1977 and 
1989 during which compulsory insurance was established  It is recognised that economic development as 
well as urbanisation were fundamental factors in this relatively rapid development. See Moon (1998). 
 
53 Atim (1998, p.62-64). 
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integrated health care system. This policy will thereby facilitate the determination of the 
type and content of benefit packages that can be offered. The specific responsibility of 
providers is to ensure technical quality in service delivery that is accepted by the 
population. They will also have to engage in sound practice through the use of protocols 
for diagnosis and treatment in curative, preventive and promotive care. An overall health 
financing policy should indicate what each financing source is supposed to contribute 
and at which level of the health care system. It must explicitly contain the readiness of 
the sources other than the NPHIS to contribute to the overall financing of the system.  
 
 Related to the function of promotion of health insurance, the available evidence 
and how-know in existing and successful NPHIS should enable the governments in the 
respective countries to properly understand their dynamics and achievements. Such 
schemes can co-operate with Government to address technical issues relating to the 
functioning and management of NPHIS, such as identification of health risks, setting of 
premium and co-payment levels, ways to avoid adverse selection, definition of benefit 
packages and protocols for curative, preventive and promotive activities, the 
establishment of health service contracts and a proper management information system.  
 
 Similarly, existing monitoring protocols used by well- functioning  NPHIS could 
assist Government to develop standardised protocols that could become applicable 
nation-wide. Training of associations and organisations interested in social health 
insurance is another Government task for which such well-performing NPHIS could be 
of assistance. 
 
 In many countries, non-government health care providers, although they may be 
important actors in the health sector, face dwindling donations from abroad.  For four of 
the NPHIS presented in section 3.2 this has been the prime reason  to experiment with 
health insurance. Apart from GK with its intended concentration on the poor, they 
initially saw health insurance as a means of collecting more funds (instead of user fees) 
to cover (increasing) health care costs. However, some Governments are already 
stepping in to assist non-profit health institutions.  For instance, although the Ugandan 
schemes may still be small and fragile, the Ugandan Government is increasingly 
subsidising them through official aid. As soon as more NPHIS exist and more data about 
their performance become available, other types of government financing, such as 
through equalisation mechanisms, should be considered. 
 
 Finally, virtually no NPHIS in the respective countries is currently linking up 
with services provided by government health facilities. If this has not happened so far, it 
is because these facilities are too often associated with a poor track records of quality of 
health care delivery, and with instability due to changing political realities. At least two 
recommendations should be considered in this respect. First, that interested non-profit 
organisations should be encouraged to take up management of health insurance, when 
Government can not do so alone properly. However, the non-profit organisations that 
currently provide health services should also be considered as full partners in the 
implementation of national health policies: to fill gaps in health care service delivery, or 
even to take over, where possible, the management of government health facilities. The 
latter could be implemented via contracting arrangements. Secondly, that there are few 
arguments to promote NPHIS, if they cannot provide health services that are well 
organised and accepted and trusted by the communities intended to be covered by these 
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NPHIS. Hence the new guiding role of Government, discussed earlier, to ensure that 
‘good’ health services get provided as an important prerequisite for successful expansion 
of NPHIS. 
 
7.  Conclusion 
 

This chapter contains a set of recommendations meant for use at the onset of a 
process of social health insurance development that includes non-profit health insurance 
organisations. We basically welcome such organisations, as they can contribute to filling 
a gap in insurance coverage. At the same time, they are not to work independently. 
Government has the task to define their place within the context of a national health 
financing policy.  The latter policy should steer these organisations in such a way that 
they contribute to reaching the goal of universal coverage. In this respect, we propose 
that Government, by way of a special agency, assumes four basic functions: (i) that of 
promoter of non-profit health insurance but with the definite aims of adequate protection 
including for the poorest; (ii) that of monitor of the organisations’ activities, so as to be 
able to adjust their performance; (iii) that of trainer of interested non-profit groups 
wishing to establish non-profit health insurance; and (iv) that of co-financier of health 
insurance operations.  Related to co-financing, Government is especially invited to 
contribute significantly to the financing of the premiums that cover the insurance of the 
poorest.  

 
The above mentioned process can only work when certain preconditions are met, 

however. A country would need to have a minimum amount of well- functioning non-
profit organisations for it to go the proposed route in a meaningful way. In addition, in 
several countries, these organisations currently receive considerable donor support. 
Should this support diminish, their survival will be at stake, and Government would then 
need to be ready to take over with the necessary financial resources. Another prerequisite 
is the entente between Government and the non-profit organisations: a balance will have 
to be struck between the often-desired self-reliance of non-profit organisations and the 
need for overall guidance by Government. Last but not least, the newly proposed set-up 
will only function if the concerned parties show credibility so as to satisfy the 
population’s demand for trust, if a properly organised health care delivery system is 
operating that enjoys the same level of trust, and if a minimum political and economic 
stability is attained.  
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