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FOREWORD
FROM THE MINISTER OF HEALTH

When Dr. Walid Ammar took office as Director General in
1993, the Ministry of Public Health, like the whole publc
administration, was disorganized and unable to lead the health
secior.

This situation could not be tolerated as health protection is
a hasic need which no legitimate government can ignore. Working
under several ministers, Di. Ammar has overseen the reactivation
of the Ministry's services and the rehabilitation of its facilities.

In this book, he describes the structures of the health care
system, with its characteristic partnership between the public and
private sectors. Dr. Ammar ¢learly siresses the dilenmma facing the
Ministry: fulfilling the mandate for equity in health while
maintaining financial efficiency at a time of economic constraints.
This dilemma poses the challenge of continuous reform and
evaluation of the qualty and coverage of health care in Lebanon,
A number of reform components are already being implemented
and their present and future integration is also described in this
book.
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As a Minister of Health, I commend Dr. Ammar's work in
undertaking this massive compilation which will very likely
remain a reference book on the health care system in Lebanon for
many years to come.

Suleiman Frangich
Minister of Health
Lebanon



FOREWORD
FROM THE WHO-EM REGIONAL DIRECTOR

Health Sector Reform is a sustained process of fundamental
change in policies and institutional arrangements of the health
sector, usually guided by the government. Any meaningful reform
process ought to be based on evidence and information about the
current state of affairs, and potential efieci of alternative policy
choices. The idea of Health Sector Reform- increasing efficiency,
equity and effectivencss in the health sector and thus in health
care- has wide appeal. Despite large differences in income, social
structure and health status, many countries in the world, as well as
countries of the Eastern Mediterranean Region of the World
Health Organization, are undertaking or considering programs of
heaith sector reform. Lebanon is among the first countries in the
Regioen that plans to embark on an extensive program of the much
needed reforms in the health sector.

The bock on "Health System and Reform in Lebanon”, by
Dr. Walid Ammar, Director General, Ministry of Health, Lebanon
is a commendable effort that critically reviews and brings together
in a single document, the evidence and information necessary for
designing, implementing and monitoring a comprehensive health
sector reform. Such a work was not only necessary, but is also
extremely timely to guide the reform process in the country.



(Given that Lebanon spends more than 12% of its Gross
Domestic Product on Health, a substaniial element of which is
consumed through cut-of pocket payment in the private sector that
is largely unregulated, more than 50% of its population does not
fall under any prepaid Insurance coverage program, and a large
compenent of the heaith expenditures is on pharmaceuticals, it
stands 1o reason that the focus of this book is on reforms in the
financing of health care in Lebanon.

This technical work has comprehensively "described" the
existing situation and stakeholders m the health sector, undertaken
a cogent “analysis" of the sirengths and weaknesses of the
programmatic and systemic aspects of the health sector i
Lebanon, and has based its "prescriptions", which are presented in
the book as options for reform of heakh care financing in the
country, on sound evidence.

The Eastern Mediterranean Regional Office of the World
Health Organizatioh endorses this document and reiterates its
commitment to continbe to further lend support to the Ministry of
Health in its effort to successfully implement Heaith Sector
Reform in Lebanon that brings tangible benefits to the health of its
population.

Dr, Hussein A Gezairy

Regional Director

Eastern Mediterranean Regional Office
World Health Organization

Cairo
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Health System and Reform

in Lebanon

PREFACE

Owver the last decade, the heslth sector has witnessed
meaningful, and sometimes paradoxical, changes. Health
authorities have recdgnized the importance of strengthening the
institational capabilities of the Ministry of Public Health in parallel
with improving its image, and allowing it fo build a2 consensus
among stakeholders on a transparent and evidence-based reform
plan. Such a plan constituting a bhie-print for reform is still
lacking, eventhough seme components have already been drawa,

A policy paper signed by Minister Marwan Hamadé in
1994, became the basic document for loan negotiations with the
World Bank, which led to f{inancing the “Health Sector
Rehabilitation Project”. That document ¢learly stated that physical
rehabilitation and construction of public hospitals would be
restticted to femote and underserved areas, Nevertheless the
Lebanese govermment embarked on a massive public hospitals



XY

construction plan, in almost every district including the
oversupplied cities of Beirut, Saida, Tripoli and Zahlé, This
showed the lack of political commitment and even contradicted the
very principle of the Government privatization strategy!.

In 1997, a subsequent paper signed by Minister Suleiman
Frangié, "Health Sector Reform, Draft for Discussion" was
essentially a declaration of intentions rather than a policy
document. |t provided nsights on the principles of reform: and
aimest at launching a public debate on that issue.

Lessons drawn from our experience revealed that the pace
of reform & not only affected by the bureaucracy of the public
administration, but depends also on the degree of political
commitment and readiness. We believe that the present socio
political context may pot be favorable for the adoption of an
official wide-ranging "White Paper" that commits the government
to a comprehensive health reform plan.

The presemt work synthesizes information collected from
multiple health studies undertaken in the period following the end
of the civil wars (1975-1991). It assesses the current sttuation and
analyzes reform atternpts made during this period. It considers the
progress made so far in many areas of reform and emphasizes the
integration of its varicus components. It also siresses the
importance of a stepwise approach where new alliances are needed
according to stakeholder interests that vary along the course of
change, A separate chapter is dedicated ai the end of this work to
the financing reform component, for its special importance and the
vivid national debate that it usually provokes. Three reform
options are proposed and a stakeholder analysis conducted, setting
the ground for policies to be translated into legislative amendments
and organizational changes.

Many countries in the Eastern Mediierranean region have
embarked on privatization as part of their efforts to reform the
health sector. For these countries, the pluralistic health system in
lebanon with a powerful private sector, and the struggle to
regulate the health market by attempting to impose normative



xiv
measwres and introducing incentives within the financing and
delivery arrangements, are particwlarly inspiring.

This book constitutes a benchmark for the health system in
Lebanon and coniributes to filling the existing gap in the healh
caze bibliography.



Chaprer One
THE CHALLENGING CONTEXT

The Republic of Lebanon, a demccratic parliamentarian
state, is administratively divided into six provinces (the -
Mohafazats): Beirut, Mount Lebanon, the North, the Bekaa, the
South and Nabatich. These provinces are further divided into- 25
districts (the Qadas). The central administrative power is devolved
o the Governor (Mohafez) of each province. Municipalities
that are elected by local communities, are the expression of
decentralization.

Lebanon's population is estimated around 4 million
inhabitants, 80% of which resides in urban areas. The country is
witnessing a demographic éransition: 28% of the population falls
under 15 year of age, and 10% over 60. Demographic studies'”
show that the population's annuat growth rate is 1.6%, and the total
fertitity rate is 2.5%. The infant mortality rate is about 28 per 1000
tive births, with considerable regional disparities: the lowest (19.6)
in Beirut and the highest (48.1) in North Lebanon. Life expectancy
at birth is estimated at 71 years (72 for females and 69 for males).

The burden of dependent youth (46%%) on the ecunonﬁcé]ly
active population remains much higher than that of the elderly
population { 10%6).
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Table I-1: Demographic Indicaters

Value Year  Source
Area (sq.km) 10452
Population 4,005,000 1997 Houscholds Living
Conditions Survey
Urban Pop (%4) 20.8 1996  Housing and Population
Daia Base
Crude Birth Rate (%q) 25 1996  Hesing and Population
Diata Base
Crude Death Rate (%) 1 1996  Housing and Population
Data Base
Pop <15 Y (%) 28 1997 Households Living
Conditions Survey
Pop 65 + Y (%) 6.5 1997  Households Living
Conditions Survey
Dependency Ratio (%) 62.8 1996  Housing and Population
. Dtz Base
TFR (%) p i 1996  Estimate from Housing
and Population Data
Base
Mameral [nerease Rate (%) 1.8 1996  idem
Population Growth Rate(%o) 1.5 1970- 1dem
06
Gross Beproduction Rate 1.464 [996 Lebenor Matemnal and
Child Health Survey
Differential Mortality Infant Life  1986- IMR Data fiom
Momiltr expectancy 06  Lebanon Maternal
Beisu 19 A M?bﬁlrﬂ- and Child Health
Mount Leb. 27.6 4 Eﬁmm stination
Morth 451 &% N
Biekan 19.8 20 from Housing and
South 272 T3 Pnpu]ation Daota Base
Nahatich ___t7.2 7l data
Labanon 23 Tl

The outbreak of the destructive civit war in 1975 has put an
end to the prosperity and economic growth witnessed in Lebanon
during the fifiies and sixties. This war had a catastrophic mpact on
both the private and the public sector.

With the end of the war in 1992, me;anmgﬁll infeastructire
rehabilitation was launched in different sectors: electricity, water
supply, samitation and waste disposal, roads, and
telecommunications. Rig investments were devoted as well, to the
construction and rehabilitation of education and health facilities.
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Along with investing in construction, the Government had
to maintain recurrent cost of the overstaffed public administration
and military forces.

The high cost incurred with these achievements, along with
the determination of the Government to maintain low inflation
rates and stable currency, have led to important budget deficits and
public debts’ escalation. In 1998, the net public debt stood at 7.2
million Lebanese Pounds per capita, and debt servicing accounted
for 13% of the Gross Domestic Product (GDP). In 2000, the net
public debt amounted to 127% of GDP, and is currently estimated
at 30 billion USD representing 7500 USD per capita, making the
debt service almost equal to total public revermes. The GDP that
increased from USD 7,537 million in 1993 to USD 16,167 million
in 1998°, has shown, in real terms, no significant increase since.

‘Fable I-3: Budgetary Resources Indicators (1997)

MOH allocated budget (%) 49
MOH expenditire as % of GDP 1.04
Public expenditure on heelth as % of GDP 224
Public expenditure on health as % of total public expenditure 1.5
Annuat MOH budget (USD per capita) 46
Total public expenditure on health (USD per capita) 92

Source: Miviziry of Finamee, Ministry of Heolth

Within this context of economic austerity, the health system
shonld respond to the increasing demand for health services,
resulting from the growing need of the growing and aging
population, and shonld also deal with unnecessary demands
induced by oversupply of manpower, hospital beds and
sophisticated services.

The 1999 figures revealed that 20% of the population above
60 have been hospitalized ak least once over a one-year period, and
have used ambulatory care at a rate of 6.3 visils per person per
year, Thisummpamdtoﬂmpoptﬂamnnmanvahmnfmz% for
hospitalization and 3.6 visits for ambulatory care’,



Table I-4: Health suppllers to population and aiilization rates

Value Year Sowrce

Physicians (o'oon) 224 1999 Order of physicians
Dentists (oo} 19.1 1999 Order of dentists
Pharmacists {#oco) 1.8 1999 Order of pharmacists
Nursing and midwifery personnel (t/eca) 10 1997  MOH

Hospital beds (wuce) 26 1999 MOYH .

PHC centers (voo) 23 1997 MOH

Hate of ambulatory care (per month) (%) 2B 1999 WHHEUS

Rate of dental care visits (per 6 months) (%) 16 1999  NHHEUS
Hospitalization rate (per year) {%) 12 1999  NHHEUS

The demographic transition iz accompanied by an
epidemiological transition: While infections discases are still a
public health concern, the incidence of non-comnunicable diseases
affecting tmore and more the poor is increasing. In 1997, the
prevalence of diabetes was estimated at 13% of the adult
population, and 17.7% of males and 23.1% of females between 30
and 64 years suffered from hypercholesterolemia (= 240 mg/dl). In
the same age-group, 26% had a systolic blood pressure of 140 nun
Hg and above. This percentage exceeded 64% for those aged
above 64°,

The changing epidemiological profile is putting traditional
health systems under stress. The double burden of disease requires
additional resources and health services adapted to the emerging
negds. Conventional curaiive and preventive ways and means are
becoming out-dated in the world of globalization. Unheakhy
lifestyles including dietary habits with excessive fatty, sugary and
saity food mtake, lack of physical activity and smoking, are
common risk factors for obesity, diabetes, cardiovascular and
_ cancer diseases. The issue at stake now is human behavior that is

cornditioned by sophisticated persuasive technologies. This trend
can hardly be changed by traditional health programmes, making -
the intepration of marketing techniques to promote healthy
lifestyles necessary. This is one example, among many others,
showing how the scope of health actions is becoming broader and
requires additional expertise.
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Providing universal and equitable access to health services
with limited financial resources remains a major concern for health
authorities. Assessing the burden of discase and the cost
effectiveness of interventions has becoms unavoidable for priority
sefling, considering the scarcity of resources. Well designed,
vertical programmes may achieve targeted objectives yet may lack
sustainability, if the overall health syster is inefficient.

More emphasis needs to be put on assessing the
performance of the heaith system. The World Health Report 2000°
could be considered as a starting point for the debate, despite our
reservations on data collection, methodology, and cubmral issues
that ave raised in this report’. Traditionally, health systems are
assessed from two competing perspectives: efficiency and equity.
Politicians and policy makers in our country are more concemed
by the value of equity. New concepts are emerging and deserve
particular attention. The system should be fairly financed and
equity should mot be considered only in its vertical dimension
between different groups defined by age, sex, region or come,
but also in its horizontal dimension, i.¢. between individuals within
the groups. This is a critical issue considering its implication on the
design of the social security system. Nevertheless more attention
should also be paid to efficiency, starting from the organization of
the health system, passing through the different contractual
approaches within the system, ending with incentives for quality
improvement and cost containment. A health system could hardly
be fair if'ii is not efficient.

The system should respond to the legitimate expectations of
the population. This involves a cultural dimension where the
patient and the user in general, should be considered as an adult
with dignity who knows hisher needs, is able fo claim his/her
rights, and should be empowered as a consumer. This is a key
element to improve quality, rationalize cost, and promote equity.

Facing emerging diseases represents another challenge for
the health system. A weorkl wide campaign to fight diseases that
have a major human and financial impact has been laenched by
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WHO. A global fund to fight AIDS, Tuberculosis, and Malaria has
been put in place. For countries with low prevalence of these
diseases like Lebanon, its is also a challenge to maintain the
situation under control,

Military conflicts had a great impact on the population
health and on economic growth, Many cases of depression and
post traumatic stress syndrome resuliing from military violence are
still under treatment. On the other hand, the never-ending bloody
conflict in neighboring Palestine and threats of war against Iraq
necessitate a high level of emergency preparedness.

Finally, globalization remains omne of the biggest
challenges. Major difficulties are encountered in accessing WTQ
and coping with its regulations. Those are related as we know to
goods such as food, drugs and medicai equipment, as weil as,
services including health and bealth related ones. The TRIPS
agreement would have a great impact on the availability and cost
of drugs, as well as on the development of the domestic
pharmaceutical industry. Like other developing countries, Lebanon
has problems meeting the Sanitary and Phytosanitary requirements
set by developed countries, while lacking expertise to control
imported products. Contamination by aflatoxin and dioxin and the
mad cow disease are few recent examples, and similar events may
constitute a threat to the health of our citizens in the future.

Most of these challenges are not specific to Lebanon and
are shared intemationally. This implies not only exchanging
experiences with other countries but also assuming responsibility
vis-3-vis those global partners.

The link between poverty and ill-health is arousing much
inferest and debate in the intemational community. The WHO
Commission on Macroeconomics and Health provided evidence
that this link is functioning in both directions. In its recent report, it
stresses the importance of investing in health to promote economic
development and reduce poverty. It states that the world should
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initiate a partnership of rich and poor to prove that globalization
can work to the benefit of all humankind®,

Donors strategies should be revisited worldwide, - and
bilateral cooperation between courntries should look beyond the
projects of construction and physical rehabilitation. In some
countries such as Lebanon, protection of individuals from
impoverishment to which they are exposed in reimbursing health
services, arises as a major challenge in this period of economic
austerity. Reforming the health financing system from this
perspective, is becoming a priorty, along with streagthening
primary health care (PHC) services.

ADMINISTRATIVE PROVINCES (MOHAFAZATS) IN LEBANON
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Chapter Two
PROVISION OF HEALTH SERVICES

1- HOSPITAL CARE

The provision of heaith services by the Government has
witnessed a meaningful decline during the long years of civil strife
and socioeconomic disturbances that have hit the financial and
institutional capacities of the public sector. After the war, only haif
of the 24 public hospitals were left operational, with an average
nunber of active beds not exceeding 20 per hospiial.

On the other hand, the private sector had developed both in
number and capacity, representing today 90% of the total number
of hospital beds in the country.

A big mumber of the existing 147 private hospitals are
owned by physicians that are considered most of the time as
eminent figures in the community. Some of those hospitals belong
to charitable and religious congregations, and have a determoning
role inside the powerful "Association of Private Hospitals™.

A classification of private hospitals has been undertaken by
a commitiee chaired by the Director General of Health and
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includes representatives of physicians, hospitals, universities and
public payers. The classification questionnaire is composed of two
components: the first one tackles managerial and medical issues
(persennel, equipment, organization of wotk) and ranks hospitals
into categories indicated by an alphabetical letter A to E. The
second one deals with hotel services, and hospitals are classified
accordingly from one to five stars. The best class of hospitals
therefore is A five stars. University hospitals are classified U five
stars. The same committee is currently supervising the Hospital
Accreditation process.

Table [1-1: Classification of Private Hospitals (1998}

U A B C E Total
5" 2 26 10 I 6 0 39
4 0 3 19 3 2 37
3* 0 ! 5 10 1 28
2* 0 0 0 2 6 10 18
i* 0 0 0 0 0 4 4
Total 2 30 34 4 19 17 126

The health system in Lebanon operates in a market
economy envirconment, in which regulatory measures remain
ineffective and the private sector continues to grow in & chaotic
manner, leading to oversupply (table II-2)} and inducing an
unnecessary demand'.

Table I1-3: Availability of "high-tech” services and beavy equipment (2002)

. Nunmber Units per millipn persons
Open heart surgery deparhments 20 5
Cardiac catheterization laboratories 30 7.5
Dialysis centers 45 1125
Kidney transplant centers 4 1
Bone marrow transplant vnits 3 0.75
Specialized bums centers 3 1.25
In-Vitro Fertilization services 12 3
Linear accelerator radiotherapy machines 7 _ .75
Lithotripsy machines 27 6.75
CT Scan machines 60 15

MRI machines

25 625
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Health Care services are mostly curative, prnwded i over-
equipped private hospitals. The only shortage in medical
equipiment was in radiotherapy till 1996, when 3 linear accelerators
were simultancously installed in Beirut. Mean while, the Primary
Health Care system (PHC) remains relatively weak. Most PHC
facilities are small poorly equipped and undetstaffed dispensaries
with activities limited to irregular medical consultations and drug
dispensing.

The same discrepancy exists in human resouzrces, whereby
a surplus of physicians is accompanied with a shortage of nurses.
In 1998, 8250 physicians were registered in the two Orders of
Physicians representing more than 2 physicians per 1000
inhabitants. In the same year, all categories of nurses amounted to
only half of the physicians’ number, representing one aurse per
1000 inhabitants’. These figures are striking for their impact on
both cost and quality of care. Private providers have been investing
in areas allowing to maximize profit. Consequently poor regions
wete not attractive, and remained relatively underserved, creating
equity problems. The highest per capita availability of beds is
found in Beimat and swrrounding localittes of Mount Lebanon
(table II-3}. Cowcerned by the equity issue, the MOH aims at
providing equal accessibility for the uninsured by striking
coniracts with providers in all regions (table [1-4). Nevertheless the
MOH attempts at raiionalizing the system by setting regulation
tools and stendards remain unavailing, with the lack of
enforcement.

Tabte 1I-3: Distribution of hospitals and MOH contracted beds

by mohafarat
Total Lebanon Ceniracts with MOH  Contracts with MOH
2000-2001 2002 {Decree 7363}

# hosp # beds # hosp # beds # hosp # beds
Beirut 24 ]| 22 285 g 298
Mount Lebanon &8 3981 50 748 23 432
Morth Lebanon 27 1924 s 358 17 245
Scuth Lebanen 24 1659 19 254 Ll 235
Nahatich ] 37 4 T 5 40
Bekaa 28 155 23 304 12 243
Total " 166 11533 140 2026 76 1543
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Table 1I-4: Available and MOH contracted hospital beds per thousand population by

mohafazat
Population Available beds  MOH contracted

(Total) heds
Beirut and Mount Lebanon 1,910,8%6 3.2 0.41
North Lebanon 807204 2.4 3D
South and Mabatieh 47477 2.5 .37
Bekaa 539448 8 045
Lebanon (total) 4,005,025 2.9 038

Private hospitals do not deliver the same quality of
services to the rich and poor, and frequently impose extra fees on
patients admitted under constracts with the MOH. The majority of
privaic hospitals (124 ow of 164) are general and
multidisciplinary with less than a 100-bed capacity. They are
incapable of either achieving economics of scale or offering acute
care of priate quality, which leads to an obvious problem of
efficiency”.

Tahle 1i-5; Distribotion of private hospitals according to bed capacity by mohafazat

Less than 180 1{H-200) beds More than 208 Taotal

bedds beds

#hosp #beds #hosp H#beds #hosp Hbeds #hosp  # beds

Beirut 16 452 3 Tod4 3 a7 24 2187
Maount 40 213G 17 {343 1 205 55 IR
Lebanonr

WNorih 2] 1065 [ 647 0 0 27 1652
Lebanon

South 18 Q28 3 347 | 26% 22 1543
Lebanon

Mabatieh 237 0 0 0 a 5 237

Bekaa 24 [LUFd 4 2410 0 0 28 1311
Total 124 873 kL A1 5 1444 o4 10653

Traditional public hospitals are rather small, with less than
70 active beds for the larger ones, are poorly equipped and lack
qualified personnel Physicians with low salaries tend to refer
patients to their own paying private clinics and hospitals.
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Nevertheless, this negative reality did not prevent the Government
from deciding on building 12 new public hospitals.

The recent law of autonomy offers to the public hospitat a
real opportunity for better equipment, staffing and management,
allowing it to become, not only complementary, but also
competitive with the private hospitals. Five public hospitals are
cusrently functioning under this law with apparently better results
at least in three of them.

Public hospitals could contribute, thus, o resolving both
equity and cost problems. They could also play a gate-keeping role
helping in controlling the demand through a well-defined referral
system.

2-AMBULATORY CARE

Ambulatory health care is mainly delivered by the big
number of private medical and dental clinics, pharmacies and
diagnostic facilities. According to the 1999 NHHEUS, the average
utilization rate of ambulatory care is 3.6 visils per resident per
year. Most of these are sought from unregulated solo practice
clinics.

Non Governmental Organizations (NGOs) are very active
in this area through a wide network that embraces the ma_]unty of
116 PHC centers and 734 dispensaries spread all over the country”.

These NGOs facilities vary from single room understaffed
dispensaries with irregular working hours, to well staffed health
centers with modern equipment, such as EKG, US and X-ray
machines, and medical laboratorics. Physicians, for the majority
specialists, work mostly as part-timers in these centers. Few
medical personnel are avaiiable on a full-time basis, and the
presence of qualified licensed nurses remains wishful.

During the war years, NGOs invested mostly in primary
health care, in order to fill the gap resulting from the withdrawal of
the public sector, and to respond to the population needs. NGOs
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PHC cemters and dispensaries have been able to survive often by
relying on the support of the Ministry of Social Affairs (MOSA)
and international donors, arxd on the collection of fees for service.
The decline in international donations and the lack of volunteers in
the after-war period have forced many health centers {o increase
their charges on patients.

The MOH provides vaccines freg-of-charge for almost all
health centers and dispensaries in the country. It procures essential
drugs for free to public and NGOs contracted centers. The MOH
finances the procurement of drugs for chronic illnesses conducted
by YMCA, Those drugs are distributed to more than 400 health
centers. It also provides treatment and follow up for tuberculosis
patients through its § specialized TB centers.

Twenty six per cent of households seek services from
public and NGOs dlspensanes, which represent the only affordable
option for the most deprived’.

The benefit package of the insured, 45.9% of the
population, varies according to the insuring agency. Medical
consultazions and dental care are excluded for respectively 15.7%
and 60.8% of the insured. Consequently totals of 39.5% and 80.2%
of the population do not receive any reimbursement for medical
consultation and dental care respecnvely

3-HEALTH PROGRAMS

During the years civil strife, UN agencies played a major
role in conducting essential health programs in joint coordination
with NGOs. Activities of NGO’s centers depended heavily on the
availability of drugs. UNICEF wused those donated drugs as
incentives to encourage preventive programs among NGOs.

When the MOH took back the leadership of these
programmes, new incentives were introduced through contractual
agreements’. Prograras are now run through, a network composed
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of MOH, MOSA, and NGOs PHC centers, that covers the whole
cCoOuntry.

NGOs contributed successfully to joint preventive
programmes cagried out by the MOH and UN Agencies, such as
the Expanded Programme for Imnmmization (EPI}, AIDS coniro]
and the control of diarrhea and respiratory infection. More than
400 centers are affiliated to the reproductive health programme,
and undertake family planning activities and pre-natal care,

In addition to the provision of services, some NGOs play a
meaningful supporting role in the health system by conducting
surveys or training workshops, or by providing logistical support
through purchasing, stocking and distributing essential drugs to a
vast neiwork of PHC centers, thus ensuring the follow-up of
chronically ill patients®.

3.1 Expanded Immunization Program

The Expanded Immumization Program (EPI) is totally
financed and led by the MOH. UNICEF, MOSA and NGOs are
active partaners. Immunization is routinely conducted in almost all
health centers and dispensaries operating in the coumtry. The
National Calendar inclodes vaccinations against polionmyelitis
(OPV), diphtheria, tetanus, pertussis (DTP), measles, mumps,
rubella (MMR) and hepatitis B. The number of centers involved
has reached in 1998 a total of 110 public centers and 540 NGOs',
This partnership has successfully achieved the targeted objectives
of the program, as shown in table 1I-6. Knowing that private for-
profit physicians’ chlinics stif cover more than 50% of the
immunization aétivities.

In addition to routine vaccinations, the EPI program started
mnplementing in 1995 National Immunization Days, undertaken
twice a year for polio eradication. Table II-7 shows the extensive
coverage achieved in 5 consecutive vears, The last confirmed case
of polic in Lebanon was reported in 1994,
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Table: Ii-6: Immunkzation coverage (1999)

Vaccine Target proup™ Targeted Number of doses Coverape
Bumbers (Routine Vaccinntion)

DTP (3" dose) < 1 year 66,245 62,471 94.30%
Poiio (3" dose) < 1 year 66,245 62,471 94.350%
MCV ® < | year 66,245 53,661 £1.06%
MMR ™ 1-2 year 66,245 65,505 DB.88%
Hep B (3" dose} ™ < | year 66,245 56,843 £3.81%

(1) : ‘Target group correspends te the denomminator for calculating coverags.

(4] : MCV= measles contining vaccing

(3 : A second dose of MCV is part of the routine immunization schedule.

MMR. (Mumps, Measles, Rubella) was introduced in 1995,
(4)  Hepatitis B vaccine was introduced in 1998

In 1997, a measles outbreak occurred in North Lebanon, where
900 cases were teported, leaving 2 deaths. A mopping-up
immunization campaign was conducted, invoiving 70,000 children
under 15. No measles epidemics have been witnessed since.
However, few sporadic cases are reported yearly (10 cases in
2001).

Table 71-7: Achieved coverage through National Immunization Days (1995 1o 1999

Year Tarpet 0-5% months Number reached Percent coverage reached
1995 375,000 359,605 5%
1456 3,000 366,300 59%
1997 375,000 368,400 98%
i908 375,000 362,426 20%
1990 375,000 365212 9%

3.2 Tuberculosis Control Program

The MOH itakes full charge of tubercwlosis patients
inctuding non-Lehanese residents. Services are provided through 8
TB centers and include diagnostic, therapeatic, close follow-up
ang prevention activities.

In 1998, the program started implementing the Directly
Observed Treatment Strategy (DOTS). Inspite of the worldwide
increasing prevalence of this disease in relation with the AIDS
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pandemic, and the alarming increasing resistance to antibiotics, the
National TB control program has been capable to a large extent; to
conirol the disease. The average number of one thousand cases
treated yearly in the early nineties, has been going down to 700 in
1998 to reach 570 active TB cases in 2001. The DOTS i currently
widespread, and an active surveillance system is in place. The
recovery rate has reached 90% of treated patients,

3.3 Reproductive Health Program

The Reproductive Health Program was launched by the
MOH in September 1998, in collaboration with UNFPA and the
MOSA. Its activities include providing supplies and drugs,
medical equipment, as well as training and 1o some extent physical
rehabilitation. By year 2000, 430 centers had been included in the
program, of which 86 were equipped with adequate equipment,
including 10 with ultrasound machines, and 42 were rehabilitated,
Sixteen training workshops had been held where 420 health
professionals and health workers had received training.

Table 12-8: Distribution of centers bemefiting from the Reproductive Health

Program by mohafazat
_Region NGOs MOH MOSA Total
Beirut 21 2 3 26
Mount Lebanon 30 10 20 a0
Morth Lebanon 39 13 25 102
South Eebmmon o9 13 45 132
Bekaa 49 13 13 81
TOTAL 248 61 121 430
3.4 AIDS Cantrol Program

This program was launched by MOH and WHO in 1989. A
yearly MOH budget of 700 million LP is devoted to this program,
which has been undertaking preventive and educational campaigns
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largely covered by the media. NGOs and especially youth
associations are actively involved in anonymous testing and
counscling activities. In 1998, the MOH embarked in providing
mudti-therapy drugs. The total number of declared cases amounted
to 700 in 2001, while the WHO estimate &= of 2000 HIV positive
cases.

3.5 Medication for Chronic Illnesses Program

This program is financed and supervised by MOH, while,
purchasing, storage, and distribution of drugs are delegated to
YMCA. Drugs are dispensed by public and NGOs health centers
to chronically il indigent patients. The social and financial staius
of beneficiaries and ther families is assessed by professional
social assistants. By vear 2000, 408 centers had been affiliated
with the program, and 120,539 patients were benefiting from its
services. The total budget of this program is over 10 billion L.P.,
inciuding the 3.9 billion paid vearly by MOH for procurement of
drugs.

Table 11-% Distribution of kealth centers and beneficiarles of chronic Bnesses drogs pregram
by mohafazai and involved parfies

Region NGOs MOH MOSA Total oumber  Number of
Centers  Centers CERLETS of centers bencficiaries
Beirut 57 4 2 63 22,660
MMount Lebanon 125 7 2 134 30,604
North Lebanonm 659 5 i 15 27,3123
South Lebanen a6 ] G 1| 22,580
Bekaa 46 7 2 54 17,372
TOTAL 363 29 16 408 120,539

Sowrce: YACA 2000

4-HUMAN RESOURCES FOR HEALTH
4.1 Physicians

During the nineteen nineties the number of physicians was
growing by 8.3% per year, in comparison with a population growth
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rate of 1.6%’. The number of registered physicians has exceeded
10,000 in 2002, of which more than 70% are specialists.

A discrepancy exists in the distribution of physicians across
regions, with a higher proportion in Greater Beirut. The physician
to population ratio is currently more than 6 MDs per thousand
inhabitants in Betrut amnd less than 2 per thousand in the Bekaa.
The ratio of hospital beds per physician is less than one hospital
bed per physician in Lebanon, while this ratio is between 2 and 3
in most countries'.

Fig [1-1: Number of Registered Physicians from 1950 through 2000

0 T T T T T T =

1850 19640 1570 1530 1950 19059 2000
Sonurce: Ovder of Physicians

Medical graduates have to pass the Colloquium exam
carried out by the MOH and the Ministry of Education (MOE) in
order to get a license to practice. Medical practice is not allowed
before registration in the Order of Physicians,

There exists two orders of physicians in Lebanon: the
Order of Physicians of Lebanon in Beitut with 8800 registered
physicians, and the Order of Physicians of the North with 1400

registered members.
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The proportion of those registered physicians practicing
abroad is ill-defined and was estitnated by the National Provider
Survey as falling somewhere between 15 and 20%.

Table [1-10: Distribution of physicians by mohafazat and specialty (1999)

Mohafazat Sorgical Medical  Pediatrics  (Gemeral Total Percent
Specialtics  Spegialibes praciice

Beitut B35 273 257 B47 2817 a4
Mount Lebanon o0g L) 294 1033 3211 36.9
Worth Lebanon 328 248 o8 341 145 Iy
South Lebanon 385 278 114 263 1040 12.0
Bekaa 229 126 58 204 617 1.1
Total 2715 p.L) 1] 821 2638 5700 100

Sonrce: Order of Physicians

Fellowships and grants to study medicine abroad especially
in the former Soviet Union and Arab countries, have contributed in
the sremendous increase in the number of physicians. Besides its
¢ffect on over supply, the nmltiplicity of graduating countries has
an impact on guakty of care, as common standards and clinical
protocols could hardly be adopted.

Tahle 11-1§: Registered physicians in the Beirut Order of Physicians by conntry

of graduation {2001}
Graduation G.P. Gradustion Specinlization
Country / Region Number Percentage Number Percentage
Lebanon 3386 33.95 1563 24.91
Eastern Europe 2596 20.85 1558 24.80
Western Exzope 1428 l6.42 2185 34.78
Arab Countries 14927 iR 2064 325
Maorth America 41 0.48 653 1G.87
Others 216 2.50 37 1.39
Total 8694 100% 6282 100%

Source:r Beivar Order of Physicians
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4.2 Dentists

The Order of Dentists was established in 1949, but was
split in 1966 into two Orders similar to the Orders of Physicians.
There are currently 3,611 dentists registered in the Order of
Dentists of Lebanon, and another 450 registered in the Order of
Dentists of North Eebanon.

Table 1I-12: Distribution of dentists by mohafazat in 1985, 1994 and 2000

19R5 1994 20400

%a Nomber Yo Number %
Beirnt 35 528 28.7 1045 25.7
Mount Lebancn 24 174 46.2 1798 443
Morth Lebanon iz 27 9.4 450 11.1
Scuth Lebanon 5 233 81 347 &5
Belaa 4 43 1.5 233 57
Unspecified 20 173 6.2 138 4.6
Total 100 2843 i 4061 1005

In 1994, Doughan and Doumit', reported a high
concentration of dentists in Beint and Mount Lebanon. This
regional discrepancy still prevails as of 2000. It reflects the
financial interests of dentists to be established in the more affluent
regions of the country, especially since dental care does not have
as extensive a coverage by funding agencies as medical care.

Graduates from universities in Lebanon made up 41% of
the pool of dentists in 1994. The Saint Joseph University and the
Lebanese University graduate each some 40 new dentists yearly,
while graduates frore abroad (mainly Eastern Europe, France and
Arab countries) return to Lebanon at the rate of almost 150 every
Year.

Dentists face a similar situation as physicians in terms of
oversupply and multiplicity of educational backgrounds.
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Table 1I-13; Distributton of dentists by country of graduation (1994)

MNumber Percent
Lebanon 1181 41.0
Romania 424 14.8
Ex-USSR 382 13.3
France 194 67
Syria 167 58
Egypt 150 5.2
Bulgaria 103 36
Other countries 280 97
Total phtx 100
4,3 Pharmacists

The current number of registered pharmacists is 3457, and
1575 pharmacies are licemsed by MOH (2002). Numbers of
pharmacists and pharmacies have grown by 34.4% and 39.1%
respectively between 1995 and 1999, and oaly by 5% and 12.4%
between 1999 and 2002.

Table IE-14: Evolution of the nomber of pharmacists and pharmacies (1995-1999)

1905 19046 1997 1908 1999 Increase 95-99

Neamber Percent
Pharmacies 883 1008 1183 1315 1405 5212 50.1
Pharmacists 1341 prorid 2772 yipi 346 B05 A4

Source; Ovder of Pharmacists 2000

Pharmacies are better distributed by mohafazat than
physicians and dentists clinics. This is due to the 1994 Pharmacy
Practice Law, which specifies that a minimum distance between
pharmacies should be respected for new ficenses. The distance is
200 meters in crowded cities and 300 meters in rural areas. The
regulation led to lesser discrepancy in the distribution of
pharmacies compared to that of pharmacists.

There are stifl a few illegal retail pharmaceuiical outlets
operating in the country, in spite of several crackdowns by MOH,
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which started in 1993 and have kd to closing some 600 of those so
far.

Table H-15: Phurmacists and pharmacies per 10000 inhabitanis and
distribution by mobafazat (October 2002)

Pharmacists Pharmacies Drugstores  Agencies
Nuymber %o Number Dhaa {importers)
Beirut B48 20.8 196 481 7 34
Mount Lebanom 1507 13.16 734 6.4] 14 37
North Lebanon 364 5.4i 239 3.56 6 4
South Lebanon 235 33 163 5758 5 9
Nabatich 101 4.91 B3 4.04 ] 0
Bekaa 249 6.22 164 4.10 2 0
Total 3304 1862 1579 507 30 T35

Sourve: - Pharmacy Department, MGH X002 {Pharmacy daia)
- Popuiation ond Housing Survey 1998 (Population distribution)

4.4 Nurses and Paramedical Personnel

In 1997, there were 754 nurses graduates with a university
degree, 437 nurses with 2 TS degree {Technique Superieur), 757
nurses with a BT degree (Baccalaureat Technigque), and 1,505
nurse-aids, a total of 3,444 mursing persormel'”. The ratio of
qualified nurses to population is one to 1600 persons. This is one
of the lowest ratios in the world, and is approximately one tenth of
that typically found in developed countries and some third to half
of that found In developing couniries. The ratie of hospital beds to
nuses is 4.5 beds per nurse, which compares with a ratio of
between less than [ o 2.5 beds per nurse in most Western
European countries'’. As a result of the nurses shortage, hiring of
non-tegistered nurse "aids" has become quite common in most
hospitals.

Since 1997, 433 nurses graduated from the Lebanese
University, let alone other educational institutions, thus increasing
the overall number of nurses. Table If-16 shows the numbers of
nurses and other paramedical who graduated from the Lebanese
Usiversity between 1997 and 2001.
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[n addition to Schools of Nursing at AUB and USJ, and the
Public Hzalth Faculty of the Lebaness University, the Balamand
University has established iately an undergraduate nursing
program. Nursing institutes exist all over the country to prepare
technical nurzses at the BT and TS levels. Other nursing programs
are hospitat-hased.

Table 11-16: Lebanese University: Public Heatth Faculty graduates (1997-2601)

97-93 98-99 9900 00-01 Total
Mursing 6d 107 113 169 453
Medical Leboratory 56 63 72 74 270
Physictherspy 49 50 51 39 198
Midwifery is 42 43 63 183
Social Assistance L6 2! 18 21 T6
Crthophony ] 12 12 11 35
Ergotherapy 0 0 ] 19 10
Public Health & Hosp. Adm. 23 ] 14 29 68
Totak 245 3o 323 416 1293

The shortage of nurses results from the umattractive
professional status on the one hand, and the short #e career of
nurses on ihe other. Many single nurses quit the profession after
getting married.

Upgrading the financial and social status of muses is
needed to encourage enrollment in nursing schools. The
improvement of working conditions is very importani as well for
career stability. For this purpose, much effort has been put to pass
a law for the formation of an Order of Nurses in Lebanon (2002).



27

REFERENCES

1-  Ammar, W. Health Sector Refotn in Lebanon: The Changing Role of
Government. Paper prepared for the World Bank and presented at the
Regional Seminar on Health Sector Developrmestt in the MENA Region,
Cairg 1997,

2- Akatcharian, R; Mansour, A, Apalyse d¢ sitmation du personnel
paramédical an Liban $994,

3- Van Lerberghe, W Ammar,W; Mechhal, AH, De Iimpasse 4 la
réforme: La crise du secteur de santé au Liban Studies in Health
Services Organization and Policy, 2,1997.

4~ Ministry of Public Health. CEH Carte Sanitaire (Study prepared for the
Ministry of Public Healih}, 1957,

3- Households Living Conditions, Central Administration of
Statisiics, 1997,

6- National Househelds Health Expenditures and Utilization Survey, 1999,

7- Ammar, W. Health Care Market in Lebanon: Government-NGO
Cooperation Paper prepared for WHO and presented at the Seminar on
New Partnerships for Health Development in Developing Countries:
The Contractual Approach, a Palicy Tool, Geneva 1998.

8 Ammar, W. Basic Soccial Services Delivery: Government-NGO
Cooperation. Paper prepared for UNDP and presented at the Seminar on
Eniry Points for Sustainable Human Development in Lebanon, Beirut
t997.

8- Daher, M; Husseini, H; Kasparian, R; Kaspatian, C. La Démographie
Médicale au Liban: pléthore, féminisation et rajeunizssement. Journal
Médical Libanais, 46 (1): 43-46, 1998

10- Tabbarah, R. The Health Sector iz Lebanon, 33-35, MADMA 2000,



28

11- Doughan, B; Doumit, M. Oral Health in Lebanon: A Situation Analysis,
1994,

12- Awar, M; Choujaa, M; Papagallo, R. Human Resources For Heatth:
Position Paper, 1997. (unpublishad report)
13- Tabbarah, R. The Health Sector in Lebanon, 36-37, MADMA 2000,



29

Chapter Three

FINANCING OF THE HEALTH SYSTEM

1- PUBLIC FUNDS COVERAGE AND
EXPENDITURES

There are six employment based social insurance funds
publicly managed in Lebanon, the largest ore is the National
Social Security Fund (NSSF) meant to cover all emiployees in the
formal sector (private sector and government-owned corporations,
in addition to contractuals and wage earnees of the public
admmistraiion). The Civil Servants Cooperative {CSC) covers the
regular government staff, The remainmg four funds cover the
Military and Security Forces, CSC is under the tutelage of the
presidency of the Council of Ministers and the others are overseen
by threc separate ministries other than MOH. I is worth noting
that private insurances and privaiely-held Mutuality Funds are also
under the tutelage of two separate ministries,

The Government allocates in the budget of the Ministry of
Health speciai allotments for covering the uninsured population,
with the aim of providing universal access to health services.
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The present system of multipk public funds is saddled with
major defects. Of those, the ovetlapping of coverage and the
shifting of eligible on the MOH burden represent serious problems.
A meaningfiul number of adherents to the NSSF or the CSC have
been submitting yearly “certificates of ineligibility” signed by both
agencies, enabling them to benefit fraudulently from MOH’s
coverage. The MOH’s coverage of 100% for some expensive
interventions, like open-heart surgery was preferred over the 90%
coverage of the NSSF. This problem was worsening with the
extension of fully covered procedures. The extensions are decided
at the discretion of the Minister of Health. Similarly, cobtaining
chemotherapy drugs for free from the Ministry’s drugstore is a
preferred option by an insured patient, instead of purchasing them
from a private pharmacy, and getting 85% reimbursement by the
NSSF and less by the CSC, several months laier.

On the other hand, workplace injuries and occupational
health are not incladed in the NSSF medical plan, and are covered
instead by the MOH, Moreover, in case of health emergencies such
as natural disasters, Isracli military attacks, or epidemics’ cutbreak,
the MOH has to calt upon private hospitals to treat hardshipped
citizens, on the full charge of the Ministry, and can do se without
prior authotization.

The population covered by the NSSF is relatively young,
mainly due to the fact that upon retirement the adherent is
exciuded after getting his/her indemnities. Thus, the NSSF relieves
itself from its aging beneficiaries when their health needs become
more important and costly 1o satisfy. In addition, the citizens
uncovered by the NSSF belong in general to the most deprived
segments of the population, such as seasonal workers, farmers,
retired and unemployed persons. Consequently the MOH welfare
fund covers on average an older and poorer population. This means
that higher hospitalization rates and average length of stay, and
more complicated and expensive interventions are to be expected.

According to the 1999 National Household Healkh
Expenditure and Utilization Survey' (NHHEUS), 45.9% of the -
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populamn was covered by ope or more public or private
insurance. The insured were distributed as follows: 38.8% covered
by ihe NSSF, 9% by the CSC, 17.6% by military schemes
altogether, 18% by private inswance (of whom 5.4 % for
complementary insurance), 4.1% by Muality Funds, and 12.5%
by various other funds inchuding UNRWA's fiind for Palestinian
refugees. In that survey, 52.3% of residents declared being
uncovered. Uncovered Lebanese are entitled to MOH coverage
regardless of their ability to pay.

The NSSF mnin sources of financing are contributions
proportional to salaries. In 1992, these contributions were set for
different NSSF plans in the following manner: 15% of the salary
paid by the employer for family allowances, 8.5% paid also by the
employer for end of service indemnities, and 15% for medical
insurance shared between the employer (12%) axt the employee
{3%). The medical plan benefits also from state’s subsidies by 25%
of its accrual expenditures?

In March 2001°, the contribution was lowered to 6% for
family allowarces. Medical insurance was lowered to 9%, shared
respectively between the employer aand the employee by 7% and
2%. The maxirmum deductible sum for these contributions, was set
at 1,500,000 L.P. The contribution for end-of-service indemnities
was kept at 8.5% with no maximal ceiling.

As a result the NSSF revenues have been reduced
significantly. At the same time dental care was added to the
benefits basket, but the related decree (# 5104), which was
supposed to become effective as of July first 2001, is stilt not
implemented at the time of publication of this book.

Up till March 2002, the Ministry of Public Health had been
contracting for general coverage with almost all private hospitals
operating in the country’, According to the contract, a
predetermined number of beds are reserved for patieats referred by
MOH, with prior authorization. The iimited munber of beds



34

assigned to each contracted hospital was supposed to contain costs
under a certain ceiling.

Table [11-2: Distribution of residents by covering fund according to their eliglbility

Agency % of Number of  Total number of Remarks
residents  adheremis  beneficiaries
(Adherents +
dependents) or
eligible
NSSF 178 252 TOB 712 290
C3C 4.5 55283 180 225
Military schemes g1 103 976 324 405
Private insurance 8.3 332 415 332415 0.7% have morve than one
only private insurance
{n=28035). The nuraber of
private insurance policies
alone = 360450
{Private insurance { 2.5) (100 125) { 100 125} Total number of private
complementary) - insurance policies=460 575
Muiual Funds and 23 92115 92 115
municipalitizs
Other schemes i 208 255 204 255 Including Lebanese and
foreigners
MOH 433 - 1934 415 Eligible to MOH ¢average
not necessary benefifing all
from its services
Orhers 5.6 - - Uncovered non Lebenese
224 280
Total 100 1 1409677 3880 845 4005 000%
(1 Lebanese cand non Lebanese envolled in one or more public or private insurance.
(2) Insured or aligible for MOH coverage
f3) Total number of residaras in Lebanon

The MOH drugstore dispenses expensive drugs free-of-
charge directly to the uninsured citizens suffering from cancer,
mental illness, multiple sclerosis, and other dread discases.
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The MOH provides also vaccines and essential drugs to
public and NGOs health centers. In return those centers are
required to provide vaccines free of charge while they are allowed
the collection of nominal user fees for consultations and essential
drugs.

In addition to being largely inclusive about eligibility, the
MOH has been consistently expanding its coverage over a growing
basket of services. As a consequence, the MOH expenditures on
hospitals have more than doubled in nominal dollars during the
last decade.

Billions L.P.

;o
ﬂ Fig I11-1: MOH yearly

f r . . . T T - t dishursment for contracted
191 M5 0% 1T (% 1M 0 hospitals 1994-2001

From MOH’s expenditures on curative care, 30 % go to
cover only three specific health problems: kidney dialysis and
transplant, cancer treatment and open-heart surgery. These
services were added in 1992 to the coverage basket and were until
recently, reimbursed at 100%.

Consequently, 78% of the MOH budget is spent on the
hospitalization of 3.2% of the population, of whom 0.2% benefits

from 23% of the budget for the three health problems mentioned
above’.
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At the end of 1997, the MOH introduced a flat rate
reimbursement method for some surgical procedures, and a co-
payment of 15% for open-heart surgery and organ transplantation,
The impact of these measures was remarkable on the 1998 and
1999 MOH expenditures as shown in figure III-1, Unfortunately,
this effort was over-shadowed by the steep increase in the mmnber
of contracted beds in 2000, as will be explained later. It is worth
mentioning that those unable to pay the 15% co-payment for any
type of hospital care can apply for an exemption. Discretionary
waivering is decided by the Minister.

All public agencies contract out with the private sector for
hospital care. About 85 to 90% of the bill is charged to the
concerned agency, and paid directly to the hospital. The billing is
made according to a basic tarification, set by the MOH and the
NBSSF for 3rd class hospitalization. Officers and civit servants of
the 2nd and 1st categories are entitled for special treatment at a
higher fee. Qutpatient services are paid by the patient who would
be reimbursed after submission of required documents.

Table 111-4: Public expenditares on health services provided by the private
sector {1998) {1 USD = 1516 L.P.)

Financing agency’™ Number of Expenditures™ Expenses per beneficiary'™

beneficiaries™ (1000 L.P,) L.P. Usp
MOH® 1,934,415 208,150,000 108,000 T
NSSF 712,890 197,400,000 277,000 183
CSC 180,225 44,511,000 247,000 163
AF 260,000 58,467,000 225,000 148
ISE 53,000 37,000,000 698,000 460
GSF 9,000 5,600,000 622,000 410
SSF 2,405 2,288 000 951,000 627
TOTAL 3,158,935 553,416,000 175,580 16

Sources: Financing agencies for expenditures, NHHEUS for beneficiaries mumbers.

) Palestinian refigees and othr mon-Lebanese popedaiion are excluded as well ax adherents to private instramce.
B} For the MOH: uncavered Lebavese are considered bengficiaries, expendityres incinde drugs avd hospital care.
o) NHHEUS: The number of bengficiaries ineludes adherenss and their dependerts.

d)  Covering hospital and ambulatory cave exeept for MOH-paid coverape.

€l Adminisirative costs excfuded.
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The disbursement of MOH per uncovered citizen for
hospital care was 71 USD in 1998. For all public funds, the
average disbursement to private providers (including hospital and
ambulatory care and excluding administrative costs) was 116 USD
per beneficiary.

Mutuality Funxds represent a small share of the market,
covering 2.3% of the population in 1999. Some are complementary
to other insurance schemes covering only the co-payment. Some
others receive subsidies from the Govermment (table II1-5). These
amounted to 20.66 million USD in 1998, with more than 50%
devoted to cover health services.

Table If1-5;: Goverument subsidies for Mutual Funds (in 1660 L.P.) (1998)

Sonree of Financing  Mutual Fuad Muinal Fund of Mutwal tMotual Fard for

for Members of  the Parliament  Fund for  the Lebanese
Parllament employees judpes University

professors
Regubar Government 9, 100000 1,820,000 6,550,000 13,000,000
Budpet
Ear-marked taxes 348,392

Sowrce: Minisiry of Finance

The separation between financing and provision of healkh
care, the fragmentation and overlapping of sources of funding, in
addition to weak institutional capacity, turn the control on cost and
quality into a very complex task for financing agencies.

The average hospitalization rate of the population covered
by public finds including the MOH welfare fund is 9.6%, and the
average length of stay is 3.8 days. The cost per admission and per
hospitalization day is highest for Civil Servants Cooperative and
the Generat Security Fund. The average cost of hospitalization day
is almost the same for MOH and the NSSF, and is around 170
USD per bed/day. The average cost per admission is less expensive
for the latter becanse the length of stay is shorter. In comparison to
other agencies, the MOH covers an older population, which
explains partly the longer average lengih of stay.
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Table [H-§; Hospitalization rates and average costs by financing agency

{(1998)
Financing  Hospitalization rate  Average Length Average cost per  Average cost of
Agency (%5 of eligible) of Stay (duys) admission bed-day
(10HH) L.} {1060 L.P.)
MOH B.44 425 11§l 261
NS5F 0.20 3.98 976 245
CsC 13 4,00 i3io 323
AF 12.8 388 1132 292
ISF 29.49 39 1043 267
GSF 13.07 3.5 2059 583
S5F 30.95 308 1208 392
TOTAL. .65 382 1264 338
Table II1-7 : Accrual pablic expenditores breakdovwn (1998)
(1 USD = 1516 L.P.)
MOH NSSF CSC Army Security
Forees
Private in-paiient 137,000,000 107,700,000 24,200,000  50,094.600 28,950,000
care (2000 L.P)
Ambulatory services  26,652,1259 89,700,000 19,200,000 18,747,000  15.938,000
(1000 L.P.)
Public hospitels totai 15,604,863 _ @ _
cost (1000 L.P.) .
Administrative coats 3877493 40,403,000 2,300,000  17,780,000°" 3,000,000
for medical coverage
(as ingurer) {1000
LP)
Total (1000 L.F.) 234,134,481 237,803,000 46,300,000 56,621,000 47,883,000
Total (TS Dollars) 154,442,269 156,862,137 30,540,897 5T137.862 31,588,309
Cost per beneficiary 80 24 176.5 ZH) 464.5
(USD) + 6%
Administrative 1.7 16.9 4.96 20.5 6.3
Costs (%)
(1) Including drugs for dread disease.

{2) The Military Hospital was closed in 1998 for rehabilitation.

{3) Salaviex and other administrative costs of the Military Hospital amounted to
7 biflion L P.., and are not included even though they have been dishursed.

(4) MOH public health activities (14,447,700) and administrative costs of
general services (19,162,000) go fo the benefit of all citizens, and cost 6

U550 per persan.
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Being the insurer of last resort for the most disadvantaged,
the MOH contribnies to some extent to solving accessibility and
equity problems, as confirmed by both the Health Expenditure
Survey conducted in 1995%, and more recently by the 1999
NHHEUS.

The MOH spent on private and public hospital care and
ambulatory services, 234.13 bilion L.P. (1998) including
administrative costs, This went for ensuring medical coverage of
1.9 million eligible citizens, which represents an average of 30
USD per uncovered citizen. It is worth noting that although the
uninsured are efigible for MOH coverage, many of them do not
seek MOH services for different reasons. In addition, the MOH
spent 33.6 billion on public health activities and general services,
to the benefit of all the 3,720,645 Lebanese citizens’. This
represents an additional 6 USD per citizen. Data coliected showed
great variations in administrative costs, a fact that requires more
investigation. The lowest administrative cost was 1.7% for the
MOH, followed by 4.96% for the CSC. This is due mainly to the
meager salaries of civil servants. Apart from military schemes, the
highest administrative cost was for the NSSF, (16.9%). The rather
high administrative cost of the Anmy medical fund (20.5%) shoukl
be examined more thoroughly, as it may be due to over-staffing, of
the entire Medical Brigade. The very high cost per beneficiary for
the Security Forces Funds, 464.5 USD, should also be anafyzed
and may be largely attributed to mefficiency.

The mean cost per beneficiary for public funds is 220 USD,
compared to 80 USD per eligible uninsured citizen for the MOH.
The share of inpatient coverage (hospital bills) is 52.7% for the
public funds, and 0% for MOH.

The NS8SF's average cost for medical insurance is 224
USD per beneficiary. Shouid the Government consider a universal
prepaid health coverage plan, this could be taken as a reference
figure for public insurance. It compares favorably with the much
higher cost of private insurance, where the 1998 average gross

premium per person-year was 474 Ush?,
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2-PRIVATE INSURANCE

Private insurance companies are taking full advantage of
the system for selecting younger and better off clientele (“cream
skimming"). The chronically ill patients (diabetes, heart discases,
renal failure, cancer, ...) are discouraged by prohibitive premiums
to join the private insurance. Most of the times expemsive
mierventions (open-heart surgery, chemo and radiotherapy,
transplantation, dialysis,...) are excluded and their burden ends up
being shifted on the MOH.

Figuring the private inswrance market's share in Lebanon
needs complicated calenlations and a triangulation of information
from different available sources. The household survey provides
data on proportions of people holding a private insurance alone
"CO-NIL" or mn combination with an NSSF coverage "CO-NSSF"
and gives an estimate on premiums paid, out-of-pocket (OOP)
totally or partially. On the other hand, estimation of premiums
averages for "CO-NIL" and "CO-NSSF" policics can be derived
from data provided by a Third Party Administrator (TPA) known
to have a large share in the private insurance market. From the
same source, information can be sorted out on proportions and
average premiums for covering hespitalization alone or in
combination with ambulaiory care. Cross-tabulation of these
different types of data allows a fair estimation of the mumber of
different types of coverages and their incurred cost. For the sake
of consistency, a comparison should be done between total
amounts obtained and globai budgets provided by the Private
Insurance Association and the Ministry of Economy and Trade,
Under declaration of private insuwrance revenues should also be
taken into account through a comparison with tofals derived from
the houschold survey.

According to private insurance companies budgets
published by the Ministry of Economy and Trade, subscriptions in
1996 amounted to a total of 244.3 mililon USD, representing a
10.26% increase compared to 1995, It is estimaied that 25% of
subscriptions are indectared’.
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Based on fiscal records, private insurance revenues in
1997, excluding life insurance premiums that are exempted from
taxation, amounted to 266,386,000 USD'?, The total subscriptions
estimate of the Private Insurance Association for 1997 amounted
to 350 million USD.

The Houschold Living Conditions 1997 survey revealed
that 14.83% of households were paying for private insurarce. The
average share by houschold amounted to 1,719,000 L.P. which
adds up to a total of 228,155,994,000 L.P."'. This figure does not
include the contribution of the employer to plans complementary
to the NS5F coverage.

According to the 1999 NHHEUS, 8.3% of residents
adheted only to private insurance; among them §.7% held more
than one policy, whereas 2.5% declared having & private insurance
as complementary to the NSSF ¢overage. The calculation done for
1998 gives a number of private insurance policies of 360,450 for

full coverage and 100,125 for complementary coverage.

In 1998, the NHHEUS revealed that houscholds had paid
199,193,271 USD for private insurance. This amount inclodes
contributions to Mutual Funds and excludes the employers share.

Considering the number of private insurance enrollees
provided by the NHHEUS, and their distribution between complete
and complementary <overage, the projection of total private
insurance premivms for 1998, based on the average MedNet
premium for these two categories, is 248,029,707 USD. This figure
exciudes contributions to Mutueal Funds but includes the employer
share's in premiums, MedNet is one of the largest TPA currently
performing on the insurance market in Lebanon.

K i= worih mentioning that this bottom-up method of
calculaiion provides a differemt estimate of private insurance
premiums than that of the published 1998 National Health
Accounts where an estimation of 220,236,170 USD was obtained
following a top-down approach.
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3HOUSEHOLDS SPENDING

The yearly total spending of households (1998-199%)
amounted to an average of 18,550,000 L.P. by houschold, where
14.1% (2,609,000 L.P.) were spent on health, Spending on heakh
is ranked second after food (31.4%). The average per capita out of
pocket health expenditure amounted io 520,000 L.P, (343 USD)
with the following distribution by age growp: less than 5: 297,000
L.P., 5t0 34: 217,000 L.P., 15 to 59: 469,000 L.P. and for 60 years
and above: 846,000 L.P.

15.2% of household spending on health goes for the direct
purchasing of drugs. Considering that pharmaceuticals represent
20% of the hospitat bill, and 11.6% of ambulatory expenses, their
share would then be 21.5% of the houschold health expenditures.

Table 11I-11: Distribution of annwal howschold spending om bealth by
mohafazat and by health speading category (%5)

Mobafazat Insarance Hosp. One Dental  Ambulaiory Pharma- Total
=24b  day Care care ceuticals
hosp {direct
purchasing)

Beirut 229 6.9 L5 16.6 35.2 16.3 160
Beirut 18.5 10.6 L1 225 32.6 14.7 100
Suburbs

bMount 15.5 10 2 26 36 106 100
Lebanon

Worth 1.6 7.7 1.4 198 43.1 16.3 100
Lehanon

South 08 13.2 3.6 {69 41.9 14.5 {00
Lebanon

Mabatieh 4.5 10.4 22 22.5 302 21.2 LOD
Bekaa 6.7 13.6 14 238 35 19.5 100
Total 14.5 10.1 L7 L8 6.7 5.2 160

In the 1999 NHHEUS, the average yearly houschold
spending on health was 520,000 L.P. per capita, representing a
40% increase from that of the 1997 Households Living
Conditions. It is most unlikely for such an increase to occur over a
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2-year period. In all likelihood, household spending on heatth may
have been under-estimated by the 1997 Living Conditions survey,
and over-estimated by the 1999 survey that focused on health.

4-GLOBAL EXPENDITURES ON HEALTH AND
SOURCES OF FINANCING

The 1998 national expenditures on health i Lebanon was
estimated at 1,987,808,365 USD, representing 12.4% of the GDP.
This GDP share exceeds that of countries with a comparable socio-
economic level. k is more likely similar to the OECD countries.

Table I11-12: National Health Accounts: main fndings (ficancial year 1998)

Tuatal Population 4.005,000
Total Health Expenditure 3,013,507,785,000 L.P. {1,987,808,565 LISD}
Per Capita Expenditure F52,438 L.P. (496 USL))
Taotal GDP 24,300,G00,000,000 LL (16,200 000,000 VSR
Health Expenditure as Percent GDP 12 4%
Percent G.0.L, budget allocated to health  6.6%
Sources of Funds
Public 18.22%
Private
Househalds 70.65%
Emplayers 9.19%
Dionations and Loans 1.94%
Distribution of Health Care Expenditures
Public Hospitals 1.7%
Private Hospitals 22.8%
Private Non-Institutional Providers 4i %%
Pharmaceuticals 25 4%
Crhers 1%

Table {1I-12 summarizes the NHA main findings. Overall,
public scurces accounted for 18.22% and private sources for
81.78% of health care financing. International financing in loans
and donations accounted for the remaining 1.94%.

The proportion of government budget allocated to ithe
health sector was 6.6%. MOH spending on equipment and
physical rehabilitation (part 2 of the MOH budget) is taken into
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account (table [11-13), whereas pubiic investment in building and
£quipping new hospitals and health centers covered by loans and
donations is not inclided. This extra budgetary financing does not
constitute over years an important percentage of the total public
spending. However, the public budget will certainly incwr a
tremendous operating cost, once they become functional.

In terms of total expenditures' distribution, public sector
providers account for less than 2%, while private sector providers

account for more than 60%. Spending on pharmaceuticals alone
exceeds 25% of the total.

Out-of-pocket fee-for-service payment represents 59% of
total health expenditures. Adding their contributions te public funds
and premiums for private insurance, the total share of honseholds
reaches 70.65%. Employers contributions represent only 9,19% of
the total.

Funding from tax sources are disbursed through various
public agencies as follows: MOH 47.6%, NSSF 15.2%, Army
15.8%, CSC 9.7%, Security Forces 8.8% and Mutual Funds 2.9%
{fig TI[-3).

Donations and
Loans
Public Source 94%
8.22% L

Fig HI-2: Health Expenditures
by source of financing.

Private Source
70, 84%
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On the other hand, the breakdown of private financing (fig
I1I-4) shows the refatively small contribution of emplovers
(11.52%), compared to households contributions (88.48%).

If we compare the total health expenditures of 1997,
¢aloulated based on the “Households Living Conditions Survey”
data that gives an estimate of 2,553,708,455,000 L.P.", to those of
1998 based on the NHHEUS data of 3,013,517,785,000 L.P., the
nominal increase would be of aboui 18%, which & 10.9 points
higher than the GDP nominal growth (7.1%)"* for the same period.
However, this shonld be considered carefully, with the reservations
made previously on the comparability of the two surveys
estimates.

Finally, if is of relevance to make a reference to a recent
note' of the "French National Instirate for Statistics and
Economic Studies” (INSEE), assigned by the G.O.L. for setting
Lebanese National Accounts. In this note, INSEE considers that
GDP figures set since 1997 have been underestimating the volume
of the Lebanese economy by 20 to 25%. The INSEE considers that
the service industries should be better represented, and that more
pertinent aggregates, such as Gross National Income that
integrates foreign transfers, should be calculated to reflect better
the Lebanese economy. Accordingly, the 1998 GNP share of total
heaith expenditures may become around 10%.

As shown in table [II-14, in comparison with other Middie
East and North Africa (MENA) countries where a National Health
Accounts siudy was carried out, Lebanon kes in the higher end of
the spectrum in terms of GDP and GDP per capita. Lebanon per
capita health expenditures, are pmch higher than the MENA
average. Moreover, the GDP share of healith expenditures is even
higher than the OECL} average. In contrast, public expenditure as a
perceniage of total health spending in Lebanon is not high in
comparison with other countries in the region.
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Table 1i-14: International comparison of health expenditures per capita and as a percentape

of GDF
GDF per Health Health Expenditures a5 percentage
capita Expenditure of GDP
Country or Region (UsD) (per capita USD) Total Pubiic Private
Soarees Sources
Yemen {1997) 445 19 50 15 35
Egypt {1998) 1,016 38 3.7 1.6 21
Morocoo 1,241 40 4.0 13 2.7
Jordan 1,475 136 2.1 52 313
Iean 1,776 101 57 24 33
Tunisia 2,001 105 59 10 29
Lebanon (199%) 4,048 49% 124 23 9.9
Middle East & M. 5,608 L6 4.8 2.6 22
Afiica (1994)
E. Asia & Pacific o0 28 15 1.5 2.0
OECD (1994} 24,930 1,827 8.3 6.5 i.8

Source: World Development Indicators, World Bank
Shiber G, Maida 4, Health Affairs Vol. 18#3
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Chapter Four
CHARACTERISTICS OF THE MARKET

I-PREVATE PREDOMINANCE AND SUPPLIER-
INDUCED DEMAND

The seventeen years of civil unrest have damaged the
physical, institutional and financial capacities of the public sector.
Meanwhile, Non Governmental Organizaiions (NGOs) and the
private for-profit sector grew in both numbers and capacity. As a
result ioday, 90% of hospital beds are in the private sector, and the
majority of the 845 PHC facilities belong to NGOs', whereas
ambulatory care is provided mostly by private physicians’ clinics.
The flourishment of the private sector and the weakening of public
services left the government with no other alternative than
contracting out with the private sector for a yearly widening range
of services. This predominance of private service delivery is
defended by a powerful syndicate of private hospitals and
professional associations.

The privaie sector contimies to grow in a largely
unregulated environment, allowing uncontrolled investment and
generating a supplier-induced demand. The overuse of hospital
services is aggravated by the absence of a functional referral and
gaie-keeping system. This leads to oversupply in hospital beds,
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high iechnology equipment, such as scanners and MRI machimes,
and sophisticated services, such as open-heart surgery, bome
marrow and organ transplantation and in-vitro fertilization {table
HI1-2). This oversupply of services is closely linked to the
oversupply of some manpower categories especially medical
doctors, as explained in section H-4.

2-FINANCING FRAGMENTATION AND LACK OF
ACCOUNTABILITY

Private hospitals depend heavily on public financing, which
represents 64% of their income. Thiity percent of private hospitals’
financial resources are derived from the MOH alone. This
dependence is more meaningfial for small hospitals®.

The existence of six different public funds reporting to the
Presidency of the Council of Ministers and to three different
ministries other than the MOH, is respomsible for financing
fragmentation, This multiplicity in the absence of a unified
database on beneficiaries, the lack of inter-agency coordination,
the adoption of different tarification systems and control
mechanisms, weakens the purchasing power and control
capabilities of these agencies. Private insurance companies and
mutuality finds that report to two additional ministries, further
complicates the system and makes the MOH menitering and
regulatory mission even more difficuit.

As a result of financing fragmentation, neither MOH nor
any other public agency has access to complete data allowing the
monitoring of utilization and cost of health services. This is
aggravated by the lack of transparency in the private sector and the

weak regulation capabilities of the public sector.

During and after the war period, abuse of the system by the
ptivate sector has been going umnoticed. Foliowing atternpts
towards capacity building, fraudulent practices were discovered.
However, the MOH was unable to take the appropriate sanctions
because of political pressure. Atternpts to breach contracts with
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badly performing and fraudulent private hospitals were unavailing.
The MOH continues to be a major financer of these hospitals, thus
proteciing in a way, mediocrity. On the other hand, public funds'
administrative procedures are also noi transparent, thus hiding
malpractice. Accountability of employees in the public sector is
hindered by procedural oriented bureaucratic control, whereas a
framework for private sector accountability is complktely lacking.

3-NON COMPLIANCE OF PUBLIC SERVICES WITH
MARKET PRINCIPLES

Public services, especially public hospitals that are
overstaffed and operating with rigid administrative rules, were not
able to compete with the market. A performance mamagement
alternative was sought throngh the public hospitals' antonomy law,
This law issuned in 1996 was meant to create financial incentives
for these hospitals to compete with the private sector, and for
physicians to increase their productivity. This autonomy was
supposed to relieve hospitals” administrators from political
pressures mainly in terms of recruitment policies. Market
mechanisms are introduced through contracts with fnancing
agencies including MOH, and performance targets are set through
the budget formulation.

1t is too early to evaluate the impact of hospitals’ antonomy
on cost and quality of services. However, a substantial increase in
public hospitals admission rates and a lesseping in consumer's
corplaints are already notficed. Nevertheless, political
interferences in staffing public hospitals are still preva:]mg amnd are
periodically revealed by. the media. Favoritism is practiced by
MOH by transfonining advanced payments to public hospitals inio
donations, and by giving them priority over private hospitals in
terms of reimbursement schedules. This preferential treatment goes
againgt free market mechanistns and hinders the claimed free
competition.
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4+MARKET FAILURE

Many factors comtribute to market failure: the lack of
competitiveness in services’ provision, institutional weaknesses,
the fragmentation of public financing, and consumer perceptions in
confusing quality with high techmology and expensive
pharmaceuticals,

The coverage of hospital care for all the uninsured by
MOH, contributes in making people cost-unconscious. For advice
and treatment, patienis depend on their doctors. These are
encouraged by the system to overuse hospital beds, and to over-
prescribe diagnostic tests and drugs. This tendency is enhanced by
the absence of practice guidelines, and the medical guild principle
of free choice of treatment.

In addition to moral hazard, adverse selection and ¢ream
skimming are further aggravating market failure. Private insurers
being selectively offering products attractive to the healthier thus,
discouraging pooling arrangements. Only 8.2% of the elderly (60
and above) hold a private insurance policy compared to 12.2% of
those between 15 and 59.

On the other hand, the selection of providers by public
funds is not based on cost and quality criteria. Instead, political,
regional and confessional interferences are to be considered. This
tack of competitiveness is sustained by the social belief in the free
choice of provider which weakens the bargaining power of
insurers. The impediment to free competition is also a major
reason for cost escalation which threats the sustainability of the
system. OUne common aggravaiing factor relates to payment
mechanisms, The fee for service reimbursement that encourages
over consumption and the itemized bills’ auditing gencrate a
tremendous workload, preventing the MOH and other financers
from evaluating the product being paid for.
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SFHARMACEUTICALS

The Pharmacy Department in MOH is the regulatory body
for pharmaceuticals and drug dealers. It is assisted by a Technical
Committee, which includes members from professional
associattons and universities.

The Technical Committee was created in accordance with
the 1994 Pharmacy Practice Law, and is responsible for
registration of new or imposted drugs. Drug samples are tested at
the Chemistry Branch in the Central Laboratory prior to
registration. However, this laboratory has limited resources in
terms of equipment and trained staff to perform the necessary

anatysis of all drugs.

The munber of drugs currently regisiered exceeds 5000, of
which less than 3000 are imported reguiarly by 75 agents and arc
widely available in the markei. A total of 30 drugstores, 1579
pharmacies, and 3304 pharmacists are currently operating in the
couniry (table I-15).

Nearly all drugs are imported or procured locally most
often as highly priced brand-name drugs, rather than the cheaper
generic equivalents. Iported drugs are produced by 380 firms in
21 countries of origm. Therr share exceeds 90% of the marke:.
Nine local manufacturers, afl-operating below capacity, produce
less than 10%.

There exists many difficult problems with the use of drugs
in Lebanon. There is a wide practice of over-prescribing and
reliance on expensive injections rather than on lower-cosi tablets
or capsules, There is also considerable public demand for drags
and until recently, the public was able to buy almost all drugs over
the counter without prescriptions. The large number of physicians
and pharmacists m the private sector contributes to the non-rationad
use of drugs and cost escalation.

According to the law, MOH scts a fixed price for marketed
drugs that takes into consideration the ex-factory price, shipping



60

and other fees and the profit margins for impoerters and
pharmacists. An incremental pricing formula is applied as follows:

Ex factory price (FOB) 10

+ 7.5 % shipping and nsurance expenses  107.5
+ 11.5% customs clearing and commission 119.8
+ 10% traporter profit 131.8
+ 30% pharmacist profit 171.4

Dirugs retailers should stick to the set price. While MOH
sanctions overpricing, the Order of Pharmacists is more concerned

with underpricing to "prevent illegal competition”.

Imported dregs prices in 1997 amounted to 226,552,267
USD, which corresponds to a retail official price of 294,518,000
UISD. This represented, 20% of the 1997 total health expenditures,
before adding the locally produced drugs.

In 1997, the MOH drug budget amounted to 20.3 billion
L.P. (USD 13.5 million) or 8% of its budget. In addition,
pharmaceutical products cost accounted for about one third of
MOH resmbursements to private hospitals.

As revealed by the 1999 NHHEUS, 30.2% of respondents
reported having incurred illness or injury n the previous month,
18.4% of them have consumed drugs without medical prescription.
More than 90% of the national pharmaceutical bill derives from
houscholds Dl.ﬁ-ﬂf—pﬂckﬂtg.

In 1998, pharmaceutical expenditures accounted for over
25% of total health expenditures. The anmual per capita
expenditure on drugs is estimated to be 120 USD, more than twice
the amoeunt paid for instance in neighboring Jordan.

Analyzing the consumption of pharmaceuticals by
therapeutic class shows that antibiotics account for 18%, followed
by anti-inflammatory drugs (14%), and cardiac-hypertension drugs
(9%). Vitamins account for 6% of all drugs, steroids account for
5% and antacids for 4%".
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Chapter Five
EVALUATION OF THE HEALTH SYSTEM

The classic approach to evaluate a heaith system considers
two gompeting values: Efficiency and Equity. The World Health
Report 2000 iniroduced new concepts in assessing a health
system's performance. It considered among the goals to be attained
“Responsiveness” and “Fairness in Financing™. Even though some
concepts were traditionally seen as parts of the issues of quatity
(patient satisfaction) and equity (accessibility and equity in
financing), quality was not targeted specifically in the Report. The
Report introduces also a broad definition to two functions of the
heaith system: “Resource-generation” that goes beyond the
financial aspect and, “Stewardship” that is considered wider then
the commonty used “Regulation™ term,

Concepts of Eguity, Efficiency and Quality are complex
and very much interdependent. This section does not pretend to
cover all the dimensions of these comcepts. This applies
particularly to the Quality of health care, which needs extensive
investigation if a complete picture is ever to be attained. Only few
studies on particular quaiity aspects of specific services are
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available. They are irrelevant as far as the overall analysis of the
system is concerned. However, some aspects, such as consumer
satisfaction, that are tackied throughout this work are directly
related to quality. [t is worth mentioning that accessibility as
addressed in this section, deals with utilization of health setvices
and their distribution, Related data are derived from the
"Household Health Utilization and Expenditure Survey" (HHUES}
urklertaken in Lebanon in 1999,

Access has been defined as the timely receipt of
appropriate care (Institute of Medicine, 1993). As mentioned by
HK. Armenian, this definition states the objective of accessible
health care. However, the measurement of "good" access is not
well defined. There are no universally accepted measures of
timefness and the measurement of appropriateness is equally
complex. “Appropriateness criteria tend to be applied by payers
and MCOs with the objective of reducing the unnecessary use of
services. As a result, they do not frequently address the question of
whether some pecple who need care fail to receive appropriaie
services™ .

As for Efficiency evaluation, it considers in general
relating results obtamcd from a program to resources used to
maintain that program’. We have adopted specifically the
definition of William A. Reinke: “the ratio of output to input is a
measure of efficiency™.

Efficiency in the provision of health care can generally be
divided into two categories: allocative efficiency and technical
efficiency. “Allocative efficiency deals with how io allocate
limited sesources to programs which will result in the highest
benefit. In health care, allocative efficiency invoives determining
which inputs can achieve a particular improved level of output
(health: status) with the least cost™. “Technical efficiency may be
interpreted as the pursuit of maximum output for 2 gwen level of
resources or minimum cost for a given level of output™.
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1-EFFICIENCY ISSUES

1.1 Allocatien of Resources

Despite the declared commitment of the government io
reach the "Health for All" objective by adopting the strategy of
Primary Health Care. PHC services remain weak and il
organized. Moreover, in the absence of a referral system with gate-
keeping role, fiancing is shiffted towards less cost-effective
hospital care. This shifting is enhanced by the reimbursement
system, which is most generous and comprehensive for hospital
care, and very limited for preventive and out patient care.
Aflocative  inefficiency remains a major issue to address:
Reimbursement of private hospitals represents the biggest share of
the MOH budget; it has reached 78% in 1998. This while the
budget of public hospitals, the fromt line providers of secondary
care, mpresented only 5.8%, and primary health care cost,
meluding national heaith programs and support to NGO,
represented less than 10%.

The MOH cost for curative care was 30 USD per eligible
person per year, 1o be compared to only 6 USD per citizen per year
for all public heaith programs and preventive care.

On the other hand, facing the very high cost of
commissioning and operating the newly built public hospitals, the
government is currently considering their privatization. In this case
govermment investments would have comtributed to the excessive
supply in hospital beds and consequently to cost inflation, without
getting any of the intended results discussed earlier in chapter 1I
section 1°.

1.2 Public Financing Inflation

After the war period, the Government faced a difemma: to contain
public expenditures on the one hand and to increase accessibility
to a wide range of health services on the other. This dilerama had
its impact on the MOH budget. Fig V-1 shows how narrowing the
budget deficit necessitated from one side great efforts to
rationalize expenses and from the other a meaningful increase in
the 1998 budpet.
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MOH expenditures thai are growing much faster than the

average GDP growth rate, are hardly sustainable. The fact that
78% of the MOH budget is spent on the hospitalization of 3.2% of
the population, of whom 0.2% benefits from 23% of the Ministry’s
budget through coverage of specific expemsive problems,
constitutes a fypical example of Parefo inefficiency.

250 -

200 -

180 -

100 -

£0 -

— - & - — Bxpendituras
—8—- Alloted Budget

1993 1994 1995 1996 1997 1558 1569 2000 2001
Fig V-1: MOH allotted budgeis and accrual expenditures on
private hospitals from 1993 to 2001 (in biltlen L.F.).
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The adoption of different tarification systems and control
mechanisms weakens the purchasing power and control
capabilities of public funds. The multiplicity of public funding and
the impediment to free competition as detailed previdusly are
responsible for technical ingfficiency resulting in the poor value of
services obtained for the money spent in the health sector.

1.3 Unregulated Service Delivery

The lack of regulation of private providers and incentives
created by the fee-for-service reimbursement have led to an
oversupply of high-cost, technology-driven hospital services and
specialized physicians' care, generating an ever-increasing, at
times unnecessary demand. For example, the current availabifity
per million inhabitants of 5 open-heart centers, 6 MRI machines
and 7 lithotreptors exceeds that of most of the OECD countries.
The over-supply of heaith services is also linked to the tremendous
increase in the number of physicians witnessed during the last
decade of the 20™ century.

Calenlations derived from NHHEUS reveal clearly the
under-usage of hospital beds resulting mainly from over-supply.
The average occupancy rate is 62.3%, a proxy indicator for
mefficient investments in hospitals and/or inefficiency in rumming
mwost of hospitat beds. Sophisticated services are perticularly under
operated. Most open heart centers are performing on average, less
than 3 mterventions per week, with probable negative
consequences on boih efficiency and quality of care,

The government has been dealing passively and
retroactively with the situation by financing hospital setvices to
the uncovered population, and by fully reimbursing expensive
interventions and drugs that are beyond the financial capabifitics
of houscholds thus, fueling the perverted system, This LENSTOUS
reimbursement system in the absence of a beneficiarics’ database
creates incentives for cost shifting to the MOH even among those
already covered by other public funds or private insurance plans.
This is aggravated by cream skimming and exclusion of high-cost
services, largely practiced by private insurance companies.
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Providers belong to a diverse set of political and religious
influential groups. This was pushing the MOH fo contract with
almost all the existing private hospitals, including the low-
classified ones®. Under group pressures, MOH has been
continuously increasing the number of contracted beds,
irrespective of real needs and financial reimbursement capabilities.
Payment is delayed through bureaucratic chanrels, which further
hinder the accountability to contributors. Consegquently, the
government has been protecting mediocrity and encouraging
oversapply, leading to the explosive growth in the consumption of
hospital and curative outpatient care, without any guarantes for
quality.

In summary, the use of resources without Sexibility or links io
performance indicators and the absence of mechanisms aiming ai
shifting risks to providers that are operating in an uwncompetitive
environment, are the main drivers of technical ingfficiency’.

Under-utilization and supplier-induced demand apply also to
ambulatory cave, with an oversupply of physicians' cabinets and a
big number of dispensaries ihat are not operating ona daily basis.

The absence of coverage for ambulatory care for the
mjority of the population increases its financial burden on
households and weakens the primary health care system.
Individeal direct payment remains with no purchasing power in
the absence of a Consumer Protection Association. Added to the
existence of extreme asymmetry of mformation, this puts the
consumer at the mercy of providers and leads to getting poor value
for money.

1.4 Empact on the Population's Health

The large share of the GDP devoted to health and the
rapidly increasing cost of health services do not seem to result in
the expected impact in improving the health status of the
population. [Ineffectiveness can be revealed by comparing
population healih outcomes in Lebanon io those from other
countries with relatively similar health resources.
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Tahle V-1: Comparison of key healtk indicators: Lebanon and other MENA countries

Counfry Life expectancy atbirth  Imfant Mortality Rate Total Fertility Rate
{per 100 live births)
Egypt 63 56 34
Greece 78 8 L4
Jordan i) 30 4.8
Lebanon 7.3 28 2.5
Saudi Arabia 70 21 6.2
Syria 68 13 48
Turkey 67 48 2.5

Source: World Bank daia (1998), for all excepi Lebanon.

Lebanon’s health ndicators are rather above average in
comparison with other countries in the MENA region (table V-1).
However, relative to many upper-middle income countries and
other countries with comparable levels of health eernditmes,
heaith outcomes in Lebanon are actually below average® (table V-
2).

Table ¥-2: Health Expenditures and Basic Health Status Indicators

Country Health Infant Mortality Under-five Life
Expenditures Rate (per L0  Mortality Rate (per  expectancy at
{25 %% of GDP) live births) i J0iH} bive births) birth
Argenting 9.7 22 24 73
Canada 9.2 ] ) 79
France o8B 5 & 78
Germany 10.4 ] & 77
Lebanon 12.4 28 32 K
Switzerland 10.2 5 6 70

Source: Worid Bank data (1999), for all except Lebanon,

2- EQUITY ISSUES

Recent data provided by the 1999 Household Health
Expenditures and Utilization Survey revealed that in terms of
accessibility, regional disparities are minor. It indicated aiso the
absence of gender imequality. 1t showed that the uninsured
segment of the population had almost the same utilization rate for
hospital and ambulatory care as the ensured one. Financial barriers
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were attermated by the coverage system, especially by the MOH
safety net, even though a high cost is incurred by households.

2.1 Gender Equity

With regard to hospitalization, tabk V-3 shows that

significant gender differences in utilizing hospital care is restricted
to two age groups. For the 15-59 age group, more utilization of
hospital care by females (10.7%) compared to males (6.7%) is
clearly related to procreation (10.4% of hospital admissions are for
delivery). For the under-five age group, once or more are
hospitalization episodes of males (11.9%) higher than female
(6.5%). This could be explained by the higher declared health
problems and accidents rates arnong males than among females in
the same age group.

Fahle ¥-3: Hospitallzation rates by ape group, sex and insurapee statis

% Hospitalized Hospitalized Hosp. eplsodes
Once > e per year (in %)

< 5 years both sexes 7.7 t.a 12
{Males, Females) (M99 F355) (M2 FIL) (M14,F%
{Ensured, Not insured) (198, M58) dz2LNLD
5-14 both sexes 4.t 0.3 5
{(Males, Females) (M43, F 34) (M04,FO3) (Mé Fd
{Ingured, Mot insured} (143, N4) (105 M0.3)
L5-59 both sexes B4 1.3 12
{Males, Femates) (M&7,F 10T (M 13,FL35) M9, F1d)
(Insured, Not mstred) (110.1, N 8) (118N L1}
= 60 both sexes 17.6 4.3 pi ]
(Males, Females) M 176,F 17.5) {(M49 F4.1} M 20, F 28)
{Insured, Not insured) {1 194, N 16.6} (15%,3.5)
Total both sexes 8.7 L5 i2
{Males, Females) (M 7.7, F9.6) {M15FL5) {M1ii, Fi2)
{Insured, Mot insured} (127.N8) (Ji19NLD

Further investigation was done to elucidate potential

gender inequity in the under-5 age-group, by analyzing daia
related to ambulatory and denial care. The higher utilization of
ambulatery care for males under 5 (41.5%), compared to females
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(38.1%), is concordant with the occurrence of health problems for
both sexes.

A higher utilization of demtat care by females under 5 (1.7)
is noticed compared to males (0.8) of the same age group.
Therefore, gender discrimination inherent to the health system or
parents’ preference for boys in terms of health services wtilization
is unlikely.

There are no other findings that could arise suspicion about
gender imequality in accessing health services, not in favor of
males anyway, As shown in tables V-3, V.5, V9 and V-10,
females are using more health services in all age groups above 5,
in all provinces and alt household income categories.

2.2 Regional Distribution

Utilization rates of hospital services are relatively higher in
rural areas compared to urban ones. The relatively low availahility
of hospital beds in the Bekaa for exemple did not seem to hinder
accessibifity. The MOH policy probably plays a positive role in
this respect, with a contracted bed to population ratio relatively
higher in the Bekaa as shown in table II-4. MOH contracted beds
are most utilized in Nabatich and the Bekaa (table V-4). This
further highliphts the MOH role in enhancing accessibility to
hospital services in relatively deprived areas.

Table V-5 shows clearly a higher utilization of hospital,
ambulatory and dental cere in al mohafazats compared to Beirut,
with few insignificant exceptions.

Table V-4: Proportion of hospitalized cases benefiting from MOH

assistance by mohafazat (in weighted%)

% Beirut  Beirut Mount  North South Nahatieh Bekan Lebanon

_ Sub. Leb. Leb. Leb.
fm 14.7 19.2 242 252 23.5 30.5 385 257 3959
Hosp 813
24 7.3 7.5 7.9 11.4 7.2 15.4 144 102

- A
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It is worth noting that the highest wtilization rate of dental
care was found in Mount Lebanon, where 22.7% of the sample
population visited dental clinics during the last three months,
compared to 12% only in the South (table V-3). This utilization
pattern is not only related to ability to pay, but also to the
availability of demtists, who are more concentrated in Moumi
Lebanon (46.2%), compared to the South (8.1%) (Table V-6). In
contrast, a 1994 study showed that dental Erobl&ms were the most
prevalent in the South for all age groups” (iable V-7). Regional
disparities discordant with the needs are therefore underlined in
terms of accessibility to demtai care, which is not covered by most
public funds including the MOH.

Table V-&: Distribation of dentists by mohafazat

Mohafazat [ %
Beirut 828 28.7
Mount Lebanon 1331 46,2
MNorth Lebaron 270 o4
South Lebanon 233 5.1
Wabatieh 43 1.5
Bekaa 178 .1
Total 2883 100

Sowurce: Oval Health in Lebanon: o situation aralysis, Doughan and Doumit 1994,

Tabte V-T: Mean DMF-T according to age and geographic location

Age Beiruat Mouni North Eeclan Sonik Sontherm  (General
Lebagon Lebanon Lebanon Suburh DMF-T

6 100 1.2% 1.59 1.55 267 171 2.03
i2 522 4.4 4.56 6.79 026 501 572
L5 743 6.37 7.00 982 12.02 .37 8.09
3544 {548 13.03 12.36 16.70 18.39 13.60 1468
65-7 2510 21.33 22,58 21.33 27.10 32.00 2431
Source: Idem DMF-T: Number of decayed, missing and jilled permanent teeth,

2.3 Financial Barriers

For ambulaiory and conventional hospital care, the
utilization rate aimost increases as the household income decreases
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(table V-8 and V-10). This indicates that the utilization of these
services is rather related to the need, and does not very much

depend on the ability to pay.

The coverage system in general and the role of the MOH in
particular have coniributed to a large extent in nutigating the
financial barriers to accessibility. Nevertheless, the poor are still
facing financial obstacles to access uncovered services, This
argument is strongly supported by findings on utilization of dental
care that is not covered by most insurers, nor by the MOH. Tables
V-3 and V-11 show that high income categories have a much
higher utilization of dental services than the lowest ones.

Besides dental care, figures that might suggest mequal
accessibility are those of regular follow-up among the chronically
ill. These come lower for the uninsured compared to the insured
(table V-9).

It is worth mentioning that, under current circumstances,
equal accessibility could have been reached mainly by using
important out of pocket disbursement. This represented 54% of
total health expenditures in 1997 and 74% in 1998.

Table V-8: Mean sumber of episodes per person per year by iype of service and household

iBcome category
lacome Category Out-patient Dental Over dight Same-day
{USD per month) care care hospitalization  hosplialization
1  less than 150 4.9 0.50 0.i8 .00
2 4 .60 9.14 0.05
3 39 .60 0,12 0.05
4 39 0.70 0.12 0.05
5 37 0.8 0.19 0.05
b 37 0.90 0.11 0.04
7 34 0.80 0.12 0.04
8 3.5 1.00 0.10 0.06
9  more than 3333 34 (80 013 0.06
T

EX ) 0.70 012 005
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Table V-9: Distribution of individuals with health problems 2od needing
regular follow-up, by regularity of visits amf presence of
insurance plan

Follow-np Non insored Insured Total
Yes, regnlaly 36.6 528 43.8
Yes, oceasionally 314 322 3.8
No 31.7 14.7 242
N 3421 2689 G610

Tabk V-10: Hospitalization rates by income category

Haospitalization = 24h (per year) Hoapitalization < 24 b {las1 ¢ neanths}

Once > Once Onee = Qe
< 300 both sexes 10.5 3.1 2.8 0.1
{Males, Females) (M &S F109) {IM34,F2.8) (M27,F29) (M ,F0D
300-500 both sexes 9.5 1.7 232 0.1
{Males, Females) M 83, FI10} {M15,F2) (MLBF25 (MOGFQ2
501-800 both sexes B.6 1.5 2.0 0.1
{Males, Females) (72, 09) (M14,F L6 (M1 F22y (MOLFOI}
BG1-1200 bath sexes 2.1 1.5 24 0.1
(Males, Females) (ME&, Foo) iM16 F L3 (M23,F2a8 (MO.LFOL)
1201-1600 both sexes 1.6 1.3 2.2 0
{Males, Females) {M &7, FB.6) (M 1.6, 0.9 (MIEBF26) (MOOFOD
16012400 both sexes g1 1.2 1.3 0.0
{Males, Females) MTLED (ML Fi5) M2G,F17) (MOOF )
2401-3200 both sexes 8 13 2.0 0.1
(Males, Females) (M&T.F109) (M 12,F L5) (M23LFL® (M ,FO.D
J201-5030 both sexes 71 1.3 2.3 0.2
{Males, Females) M65,F1E) MiIZFLS) MITF2ZY) (MO2,FO2)
> 5000 both sexes 1.8 22 2.4 a1
(Males, Females) (M 4.4, F 10.8) (M25F10 (M2Z3.F2.5 (MO3F )
Unknown both sexes 2.6
(Males, i0.3 2.6 (M59.F )
Females) {MilL1,F9.6) {M59)
Lebanon both sexes 8.7 1.5 22 0.1
{Males, Females) {M7.T, FO.8) (M L5 F L5) (MZ20,F23) {(MO.I1,FLLIL)
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Table V-11: Ambulatory visits and dental care, by income ¢ategory and sex

Ambulatory Care Dental Care
{per month) {last three months)
Income category Received Care x 1 Received Care > 1 Once = Once
(L.P. per month)

< 3K 279 8.3 11.3 0.8
(Males, Females) (M245,F306 (M35 F85 {(MIEFILE (MOS, FOE)
300-500 26.4 3.2 12.7 0.9
{Males, Females) i(M239.F288) (M27.Fi8) MI23,F131) (MOTFLY)
501-300 251 3.5 13.3 |
(Males, Females) {M 23, F27.2) (M28 F42y (M12% F13.0) M1 F1D)
3G1-1200 24.6 37 14.0 1.1
{Males, Females) (M 22.6, F 26.5) (M32 F41) (M 148 F15) (M1,F13}
1201-1500 23.6 3.1 15.6 3
{Males, Females) (M 20.4, F 26.8} {M26,F318) (145, F 16T} {14, F1.1)
1601-2400 24 3.3 17.1 1.3
(Males, Females) (M 21.5 F265) (M2.1,F4.5) (M L6, F 18.1} (ML2,FL5
2401-3200 216 32 16 i
(Mzles, Females) (M193,F239) (M26,F38 (Mid46 FI173) (MI,FLI}
3201-5006 24.7 22 21.5 1.3
(Males, Females} (M 23.7, F 25.6) {M 1.8, F2.5) (M20.1,F 22.8 iM1.LF 1.5
= 30 19.8 37 154 1.}
(Males, Females) (M138,F25)  (M34F3) (MIS&FI5l) (MIFLD
Unknown 204 3.9 283
{Males, Famnales) (M 19.7, F 20.9) (M 3.1, F 4.6) (M2L5F3LT
Lebagon 24.6 35 14.8 1.1
(Males, Females) (M 22.1,F27) (M27,F42) (M2, FI8%) (MLF12)

The mere comparison of utiization zates between
household income categories, cannot give a clear picture on,
whether or not, agcessibility to health services is hindered by
financial barriers. On the one hand, expenditure could reflect,
hetter than income, the ability to pay'®. On the other, for the same
income or expenditure, a household's ability to pay depends on the
mimber of its members. Therefore, it could be more informative,
to group households by individual spending categoties.
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ed seholds reranked by mcreasin er of
individual spending, and grouped into five equat categories'’, The
lowest of less than 1281 USD per person per year and the highest
of more than 3885 USD (table V-12).

Table V-13 exhibits the average number of ambulatory
Visits per person by age group and by individual spending category
as by the grouping showed in table V-i2.

The selatively low utilization rate of the lowest category, when it
comes to ambulatory care, becomes striking!.

Table V-14 shows that the accessibility of the poorest is in
fact hindered, regardless of their residence distribution by
tnohafazag,

The inequitable accessibility to dental care is reconfirmed
and differences between spending categories are more accentuased
in all mohafazats {table V-15),

Differences between spending categories with regard to
hospitalization may be explained by the under-hospitalization of
the poor or the over-hospitalization of the well-off, or probably
both (table V-16). The higher hospitaiization rate in the Bekaa
confirm field observations of abuse, where untecessary
admissions are a common provider practice (table V-17).

Table V-12: Housebolds grouping by individual spending category

Individual spending per vear Spending Catepory
{theusands L.P.} 1 2 3 4 5
Upper Value 1922 2798 3003 5828 ——

Mean 1365 2344 3312 4719 9119
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Table: V-13: Ambulatory visits per person per year by age group and spending

category (in%)
Age group Spending Category Total
1 2 3 4 5
=5 4.5 6.3 6.3 1.5 6.1 L%
5-14 210 246 28 33 3.7 26
15 -59 235 3z 33 XY 4.1 33
60 plug 4.0 5.3 5.5 6.3 7.7 6.0
Total 2.7 3.6 a7 4.4 4.7 3.7
Tahle: V-14: Ambulatory visits per person per year by mohafazat and
spending category {in%o)
Mohafazat Spending Category Total
1 2 3 4 5
Beirui 27 290 i 4.6 4.6 39
Beirut Suburb 235 33 37 47 4.3 33
Mount Lehancn 2.5 is 36 43 52 432
North Lebanon 2.7 4.1 ER 4.0 37 34
South Lebanon 3.4 4.6 3k 4.6 5.1 4.0
Mabatich 22 2.8 34 3.5 50 3G
Bekaa 2.5 34 335 ER in in
Total Lehanon 27 3.6 17 4.4 4.7 3.7
Table: V-15: Dental care visits per person per year by mohafazat and
spending category (in%s)
Mohafazat Spending Category Total
1 2 3 4 5

Beirut 0.34 0.4] 0.49 (.56 D.66 0.52
Beirut Suburt: 0.33 0.39 0.68 0.77 .04 .65
Mount Lebancn 041 0.74 0.73 1.08 L.25 0.93
Morth Lebanon 0.40 .64 080 0.71 .56 0.58
South Lebanon 0.40 0.58 .47 0.51 (.69 .51
Mabatich 0.44 0.60 0.75 1.00 1.04 0.67
Bekaa 0.53 0.79 .86 (.98 053 0.72
Total Lebranon 0.41 0.60 0.70 0.82 6.99 .66




Table: V-16: Haspitalzation episodes per person per year hy age
group and spendiag category (in% )
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Age group Spending Category Total
1 2 3 4 5
=5 0.13 0.13 0.14 017 0.18 0.14
5-14 .05 0.10 0.07 0.08 0.07 0.67
15-59 3.16 0.19 0.17 ale 0.18 0.17
G0 plus G.35 0.37 0.35 0,30 41 0.37
Taotal 0.4 0.18 0.17 020 0.20 .17
Table: V-17: Hospitalization episodes per person per year by mobafazat and
spending category {in%o)
Mohsfazat Spending Catepory Total
1 2 3 4 5
Beirut 0.10 0.12 0.15 0.13 0.17 14
Beirut Suburb 0.1 Q.13 a9.14 G.18 0.16 0.14
Mount Lebanon 0.14 .15 0.14 | 0.20 0.18
Motth Lebanon 0.1l 0.18 016 16 0.23 0.15
South Lebanono 0.16 0.23 .18 0.29 .38 0.21
Nabatich 0.14 0.16 024 0.26 G.31 0.20
Bekaa 0.20 0.27 0.21 0.23 .25 0.23
Total Lebanon b.14 0.18 017 .20 0.20 o.17?

24  Health Outcomes Discrepancy

Equality in access is one of the health system's objectives.
It contributes partially to achieving the broader goal of health
equity. The distribution of child mortality is most often used, as a
proxy for health equity. However, this indicator is directly
influenced by many factors extrinsic to the health system, such as
mothers' education, hygiene and sanitation, and socioeconomic

status'Z,
Table: ¥-18: Child mortality rate (per thousand)} by mohafazat for the
years 1985, 1990 and 1994

1985 199} 1994
Beir 267 23.5 5.9
Mount Lebanon 356 3zl 224
North Lebanon al.1 554 3L.5
South Lebanon 40.5 29.4 35.2
Bekaa 45.1 442 5o
Total 41.0 350 27.9




80

The Mother and Child Health Survey published in 1996,
provided the child mortality rates from 1985 through 1994. More
recent data reflecting the expansion of the MOH coverage and the
activation of health programs that took place after 1994, are not
yet available. Table V-18 shows the significant improvement in
child mortality rates in Lebanon between 1985 (41 %o) and 1994
(27.9 %o). It shows also significant repional discrepancies ranging
between 15.9 %o for Beirut and 51.5 %o for the North in 1994,
Whether these differences are lower at present or not, and whether
these are attzibuted totally or partially to the health system, health
ineguity should remain a concern for policy-makers.

2.5 Equity in Financing

2.5.1 Distribotion of the Financial Burden among
Households

Houscholds spend a big share of their budget {14.1%) on
health, This share is relatively much higher for the wery poor
{19.9%) compared to the richest (8.1%) as shown in table V-19.

Of household expenditures on heakth, 51.9% are paid for
ambulatory care and pharmacewuticals (68.7% and 30.7% for low
and high income groups respectively), whereas only 11.8% are
paid for inpatient care. It iz worth mentioning that the middls-
income category {1201-1600) paid the least share of ther spending
for hospital care (8.2%), compared o 16.5% for the lowest and
12.5% for the highest income categories (table V-20). Knowing
that the highest percentages of insured are in middle-income
categories, these figures reflect the impact of MOH and other
funds policies in covering hospital care versus ambulatory care.
Within this context, the big share of health spending of the middle
income, paid for vacovered dentat care (25.5%) is relevant. [t is
important o highlight the insurance premiums' share of health
spending (14.5%), even though the difference between high
{38.3%) and low (2.7%) income categories 12 striking (table V-20).
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Table ¥-20: Distribution of annual householi} spending on health by lowest, middle and

highest income: categories

Monthly income (1000 L.P) <300 1200-1600 = 5000 Glabal
Insurance 3R 436 2,142 3
(%) 2.7 (14.7) {38.3) (14.5)
Haospitalization = 24h 210 202 590 264
(%) {15) (6.8) (10.5} {10.1)
Hospitalization < 240 21 42 110 44
(%) (1.5} (1.4) (2) (.7
Dental care 168 75% 1,030 570
(%} {12) (25.5) {18.4} (21.8)
Ambulakory care 644 1113 1,366 956
(%) (46.1) (374 (24.4) (3.7
Pharinaceaticals 3l6 421 307 396
(o) {22.6) (14.2} (6.3) £15.2)
Total spending on bealth care 13% 2,913 4,221 2,609
(%) {100 {(100) (100) {106)

1.5.2 Distribution of the Health Coverage

About 46% of the population is covered by at least one of
the existing public or private insurance agencies. The percentage
of the insured in the lowest income category (24%) is much lower
than that of the insured in the highest income category (75.1%)
{table V-21).

Inequity in access has been significantly reduced by
financing through the MOH budget, expensive health services for
the uninsured mostly the poor. The MOH aims at establishing a
safety net by covering the uninsured. However, an important
percentage of those (29.3%) declared noi being aware of their
eligibility for MOH coverage. This percentage becomes
undoubtedly lower when hospitalization is readly needed {table V-
22).

The non-insured in low-income categories {<1,200,000

L.P.) have used MOH services more ofien (7%), than thoss of
i income categories (> 5,000,000L.P.) whose use was fess
than 1% (table V-23). Almost 40% of the two lowest InCome
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categories hospitalization cases were covered by the MOH. More
than half of the hospitalized uninsured (all income categorics
included) were covered by the MOH (table V-24).

Using taxes as a source of financing is essential for the
health system, in order to emsure equity in both access to and
financing of health care. However, the fiscal system by itself is not
equitable, since most of the tax money comes from indirect taxes
that are rather regressive'*.

Table V-21: Distribution of individuals by msarance stats, income

category and sex
Household monthly income  losured  Non-insared  Not determined ]
category (1000 L.F.)
Less than 300 24.0 Fa.1 1.9 i,078
J00-500 28.8 667 14 4,256
501-800 3.0 64 .8 B2 7462
301-1200 49.3 49.3 1.4 7.637
1201-1600 52.6 45.3 21 4,790
LeGi-2400 56.1 42.0 1.9 3917
240 1-3200 68.9 278 33 1,927
3201 -5000 0.2 278 2.0 886
5000 and above 75.1 16.4 8.5 619
Misging 689 23.0 20 76
Total 45.9 52.3 1.8 32,643

Table V-22: Non-tnsured population knowledge of the exbstence of MOH
services by type of services (N=170485)

Services offered by  Not applicable Yes, [ Mo, [ do Mot Missing Total

the MOH {=15 years) Lknow oo kmow sure

Hosp. for any non- 280 39.5 283 23 0.4 100
msured ind.

Cardiac surgery 23.0 376 34 2.6 0.4 100
Kidney dialysis 28.0 350 338 29 ¢4 1
hedications for 280 314 363 4.0 4 104

specific diseases
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2.5.3 Fairness of Financial Contribution

1t is of relevance to commemnt on the unsatisfactory ranking
of Lebanon regarding the issue of faimess of financial contribution
as presented in the World Health Report 2000 on Health Systems
Performance Assessment (WHR 20000, Heakh Financing
Contribution (HFC) of a household is defined in the WHE 2000 as
the ratio of total household spending on health (prepayment + out
of pocket) over its total capacity to pay, i.e. the permanent income
above subsistence, defined as the total expenditure of a household
plus its tax contribution minus expenditure on basic food iters.

prepay, + 0opy

HFCy =
(EXP — Food + aTax),

The Inequality Index (II) is based on the mean of the cubed
absolute difference between a household's contribution and the
mean contribution of all houscholds, and normalized by its
maximum value 0,125,

[HFC,, - Mean HFC,3
=3

N ™ 0.125

The cubing is meant to give a high weight for the right
hand tail of the distribution, ie. to those who pay a larger share of
their income for health services,

The Faimess of Financial Contribution index (FFC) is
defined by adjusting the Inequality Index: FFC = 14 * II

n
z lHFGh—I'lFCF FFC = faimess
h=1 of financial contribution
FFC=1-4 HFC,, = heaith financing
0.125n contribution of a household
n = total aumber of households

The FFC score ranges theoretically between 0 and 1, and
countries with scores tending to 1 have fairer heakh financing
systems., Based on that estimate, Colombia with an FFC of 0.992
ranks first globally-Lebanon with an FFC of 0.929 ranks 101-162
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globally. Least well ranked (191} is Sierra Leone with an FFC of
0.468.

However, the NHHEUS (tables V-9 and V-10) revealed
that the utilization of health services is almost the same for
different groups of the population defined by sex, region or
income. The mere fact that these services are actually uiilized
implies that they are accessible and probably affordable (otherwise
they woulda't be utilized). This gives the impression that there are
no financial barriers hindering the access of the poor, as a group,
to health services.

Examining the FFC index, two remarks are raised: First,
the formula congiders individual households {not groups of
households), making it more sensitive to horizontal equity*.
Second, this formmla considers houscholds that have utilized
health services and have paid for that. It does aot capture
households that have not utilized needed health services because
ungffordable'”.

If we are to measure the coniribuiion (relative to ability io
pay) of the rich versus that of the poor i.e. vertical equity*, we
should eliminate random deviations of individual households. This
can be done by grouping households into spending categories and
considering the tnean contribution of households within each
category. o _
HFC-HFC HFCi = the mean contribution

i=1 of households in each spending
FFC=1-4 category
0125k HFC = the mean contsibution
Of all households
k= number of houschold
spending catepories

T o

The calculation done for Lebanon according to this formula gives
a score of (0.999!

* Pertical equity I5 ihe exieni o which the rich pays more for the health system than W Baor.
Hor!zama-'equiryﬁ!&eﬂfthchhhomha!dswﬂhﬁ&mMmmyﬁemmmmm
I'kehmﬁi:symmm.
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3-CONSUMER SATISFACTION ISSUES

With the availability of modern hospitals, sophisticated
medical services and qualified medical and paramedical personnel,
good quabty of health services should be expected in Lebanon,
especially that a big share of the GDP is spent on heakth, However,
as discussed previously, resources are not used efficiently in the
sector, and good retwn for money remaimns wishful. Quality
indicators measures for medical services are lacking. Nevertheless,
consumer satisfaction remains ar important aspect to be tackled.
Data obtained from the NHHEUS can be analyzed to that end. The
consumers’ position is considered with relation to boith providers
and financing agencies. The self-perception of consumer’s own
health status is also a pertinent dimension to examine.

3.1 Satisfaction with Providers

Almost 75% of patients secking ambulaiory and hospital
care declared that physicians spent encugh time with them, and
provided sufficient information en their health conditions, the
treatment and its side effecis.Less than 50% however declared
obtaining enough information about the entailed cost (table V-23).

‘Fable ¥-25: Relationship with physician

During out-patient care

Mot applicable  Snffictent Fair [nsufficicnt
Time spent by physician with 12.8 4.9 10.% 1.5
the patient %
Explaining reatment and side 12.9 73.2 12.0 1.5
effects %
Explaming cost % 24.7 473 280

While being hospitalized
Not applicable  Physician  Physician did  Explained to =
did explain  not explain  family member

information on health status % 0.6 754 33 0.6
information about treatment % 0.5 75.5 34 203
Information on side-effects of 0.6 4.2 4.8 203

treatment %o
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Table V-26 shows that consumers have a rather good
impression about the cleanliness of health facilities and about
health care provided by physicians and paramedical staff, in both
hezlth centers and hospials.

More than 92% of hospitalized patients declared having
had no difficuity to be admitted to hospitals, while 6.4% declared
having had to wait a long time before being admitted. Only 0.8%
declared that they had to go to many hospitals before finding an
available bed (table V-27).

Tahie ¥-26: Consumer's impression abount health facilities

Not Excellent Good Fair Bad Missing
applicable
Cleanliness of health 3.6 316 43,9 i2.8 0.4 0.7
centers
Cleanliness of hospitals 0.2 306 454.2 1.3 2.8 1.5
OGS
Care in Health 3.6 324 488 11.3 &6 Nz
centers
Hospitals physicians 0z 310 442 15.1 2.1 1.5
care
Hospitals nursing and 0.2 344 439 16.9 3.1 L5
suppert staff care
Table ¥-27: Difficulty in being admitted for hospitalization

Public Private NGO Total
Has no difficulty 920 022 91.3 92.1
Waited a long 63 63 3.7 6.4
time befors being
admitted
1 had te go te many 0.3 0.9 0.8
hoespitals to find 2
bed
Miszing 1.4 0.6 0.5
1 343 3384 222 3959
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3.2 Satisfaction with Funding Agencies

The NHHEUS revealed an important degree of
dissatisfaction with services offered by funding agencies. Almost
one third of the interviewed adults adhering to the NSSF declared
being not satisfied. Satisfaction was much higher among those
having a complementary private insurance. Most of the unsatisfied
respondents remain adherent to the NSSF because of they have no
choice. An even lower perceatage of satisfaction {(45%) was
noticed among the interviewed CSC adult adberents. It is
important to report that only 62.6% of those holding a private
insurance policy declared being satisfied with it (table V-28).

For the non-insured seeking MOH services, only 11% find
those to be unsatisfactory. Thus, surprisingly as a covering agency,
the MOH services are much better perceived by beneficiaries than
those of other public fimds and private insurance! (table V-29),

This can hardly be considered as an argument in favor of a
better quality of MOH services. It may rather indicate that the
interviewed are more demanding towasds an msurance they have
paid for, compared to the MOH coverage obtained without any
prepaid contribution.

Most of the interviewed that soughi the MOH coverage
declared not waiting long to get the Ministry's approval (84.7%
for overnights hospitalization and 92.4% for some day
hospitalization). This percentage is even higher in case of injuries
or accidents (table V-30).

Most of the hospitalized whe were not covered by the
MOH (66.6%) declared having not needed the Ministry's
assistance because they were insured or well-off. Only for 4.1%
was the request rejected, whereas 15.9% did not apply becanse
they thought the administrative procedures would be too
complicated (table V-31).
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Table ¥-28: Distribution of the insured population by type of insurance
and degree of satisfaction with the insuranse secvices

(weighted)
Degree of satisfaction
Type of insurance Non Satisfied [ will [ have no Mo n
plan applicable _change choice  comments
(< 14 years) insurance
MSSF 29.9 49.7 11 13.3 6.0 5,598
CSC 24.1 45.2 1.1 20.7 B2 1.501
Military schermes 20 559 1.0 104 56 2,685
Private insurance 251 62.6 1.4 3.3 36 2,543
Complementary 17.1 75.7 7.2 56
private insurance
Mutuzl Funds 308 52.3 0.7 12.2 44 599
Municipalities 18.0 554 24 176 G.6 125
lizs. during work or 547 232 1.5 29 10.7 278
school hours.
Cther 30.0 214 23 40.2 6.1 1,634
Total 254 49.3 L3 149 .1 15,016

Table V-29: Evaluation of the MOH services used by the non-insared
papulation during the tast 12 months (in %)

Evaluation of MOH Serviees Lo
Very good 17.8
Good &37
Satisfactory 284
Poer 0.1
Bad .9

Total 100.0
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Table V-30: Hospitalization cases covered by the MOH by wxiting time to
get the Mintsiry's approval (in %)

Reason for treatment Waited long  Did not wait n
time
Heospitalization > 24 h (100°%) 15.3 84.7 1011
Acaute medical problem 12.6 3874 429
Chromic disesse 18.7 81.3 380
Injury or accident 6.9 93] 56
General check-up g5 9135 15
Delivery 1z 53.8 84
COthers 204 706 47
Hospitallzation <24 b {106%%) 7.6 924 24
Acite medical problem 137 B9.3 22
Chrotic disease 1000 37
[njury or accident 100.5 5
Others 200 B0.O 20

Table V-31: Reasons behind MOH coverage rejections by household
income category

Reason for not obtaining the MOH coverape
Hosehold monthly Did not Did not Difficulty 1n Difficulty Qthers n

income category have need it application in finding a

{in 1933 L.L.) approval MEasires bed

Hospitalization =24 b

<30 53 41.1 19 7 3006 115
300-5() 5.2 439 209 42 253 342
501-800 55 61.1 18.0 3l 123 633
BO1-1200 30 74.5 13.7 2.2 &6 718
1201-1600 4.3 69.1 15.9 0 N 405
1601-2400 EX 70.4 17.1 45 4.1 39
2401-3200 1.5 81.5 10.5 1.9 4.5 196
3201-5000 88.6 83 EN | G
> 5000 36 50.4 i6 0.4 23 82
Missing 6l.2 6.0 0.0 2038 10
Tatal 4.1 66.6 159 X 1.5 2948
Hospitalization < 24 h

(Al categories) 2.6 527 37 4.1 2.0 719
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3.3 Self-Perception of Health Status and
Incurred Spending

People’s perception of their own health and preferences in
household budget allocations provide indirect information on the
consumers' positions toward the health system.

A meaningful proportion of consumers in the lowest
income category perceive their heaith status as poor. This
represents 18.4% compared to an average of 6.7%. The overall
trend reflected in iable V-32, shows that the higher the income the
better the perception of one’s own health.

Table V-32: Distribution of individuals by self-assessment of health status and by houschold

income category {in %)

Perception of bealih sratus
Household monthly Poor Fair Good  Verygood  Excellent n
income category (in 100G
L.L.)
< 300 18.4 221 25.0 188 3.8 L0778
300-500 9.2 200 3.5 23.2 b6 4256
501-800 74 171 324 24.3 17.5 7462
BO1-1260 6.5 5.7 344 26.1 15.8 T637
1201-16G0 4.7 15.1 330 259 19.1 4790
1601-2400 54 13.8 £ 25.0 17.2 3917
2401-3200 7 11.2 Ex ] 288 19.0 1927
3201-5000 1.8 12.7 34.1 27 16.6 230
> 5000 3.1 Bd 23.5 iia 25.0 619
Missing 7.5 14.3 22.6 326 14.9 76
Total 6.7 1540 330 254 17.0 32648

With regard to out-of-pocket spending, the 1999 houschold
survey reveals clearly the important contribution of households,
where the average per capita annual spending on healih is
2,609,000 L.P. equivalent to 1,720 USD (5,592,000 L.P. for high
and 1,396,000 L.P. for low income category). It is impertant to
highfight that the burden of health expenditures represents for the
poor 19.9% of total househokd expenditures, rated in the second
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position after food. This is compared with 8.1% and 5™ position
for high-income househelds.

The 1997 houschold survey had previously shown that
health spending represented 13.2% and 4.8% of total household
expenditures for lowest and highest income categories
respectively. Spendmg on health was rated in the third position for
the poor, and in the 9™ position for the well-off, Health was
considered then of high priority by the poor, in response to a
question on their preferences for budget reallocation, should their
income improve. They placed health in the second position, which
was probably an indication for a low level of satisfaction with
health services actually obtained.
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Chapter Six
HEALTH SECTOR REFORM

1-FTHE CHANGING ROLE OF GOVERNMENT

The 1990s witnessed 2 reconsideration of policies and
paradigms adopted by intemational organizations. The World
Bank, the “advocate of privatization”, reconsidered its position
towards the role that govemments should play in different sectors
especially the social ones. The govermment's intervention in the
health sector regained importance, and the raiionale for such an
intervention was rediscussed'. Elements of the rationale were:

- Provision of public goods considered as services provided
to the population at large or 10 the environment, in addition to
some services that carry substantial externalities.

- Reduction of paverty by providing essential services highly
cosi-effective that would greatly mmprove the health of the poor.

- Market failure where govemments can further improve
how earkets function by providing information about the cosi,
quadity and outcome of health care. Simply by defining an
essential clinical package, the public sector provides wvaluable
guidance on what is and what is not cost-effective.

Assisted by a World Bank loan in the mid-nmeties, the
Governmient of Lebanon aimed ai enhancing its role in the
planning of health resources and services development, and in the
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regulation of the heaith sector. Before dwelling on this issue of
reform, it is important to briefly highlighé the historical evolution
in the role of government i providing, financing and regulating
health services,

International tenets historically dewveloped in Germany
under Bismarck {1883) and Lord Beveridge in the UK after WWII
{1948) had a significant impact on the Lebanese health system, The
tole of heaith amhorities has been evolving, along with the
occurrence of political and administrative changes. The only public
role that has been maintained since the Ottoman Empire is the one
related to the protection of the enviroament and public hygiene.
This role has increasingly developed in parallel fo scientific
progress and the rising public awareness. Regulatory tasks have
been introduced progressively, whereas the financing role has been
gaining more imporiance with the weakening of the government's
direct providing role.

1.1 The Praviding Rok

The frst three public hospitals in Lebanon were
established in Baabda, Beiteddine and Beingt under the Ottoman
Empire during the eighteen sixtics. The public authority that was
till then responsible of hygiene measures, food and water safaty
and waste disposal, started providing medical services to security
forces members, the prisoners and the indigent.

During the First World War, three new public hospitais and
two dispensaries came into existence, as Lebanon faced new

epidemics, mainly of smalipex and typhus,

By 1920, under the French Mandate, a health directorate
was ¢stablished as part of the Ministry of Inferior. Five additional
hospitals were built. One of them was dedicated to leprosy,
another to tuberculosis. With Lebanon independence in 1943, the
Govermnment started building regional hospitals (Baabda, Zahleh,
Tripoli, Saida). This came within the context of decentralization
efforts. The number of public hospitals beds increased from 160 to
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570 beds. Tuberculosis centers were also built as weli as
dispensaries in remote areas.

Public hospitals reached their climax in the early nineteen
seventies in terms of capacity, Occupancy rate, performance
standards, and even in provision of medical training fellowships,

During the civil strife (1975-1991), public facilities were
degraded, while the private sector was blossoming. In 1994, the
Government engaged in rehabilitating public hospitals and
building 12 new ones, including a University hospital of 500-bed
capacity in Beirut, Twenty modern health centers were also built.
This was part of the huge physical reconstruction plans, kaunched
by the Hariri cabinets (1992-1998). The Govermnment was
criticized for favoring the rehabilitation of the physical
infrastructure mostly i Beirut, with the hope of inducing a
financial and economic booum, whike neglecting health and social
affairs and rural development, The Government needed to improve
its image in response to critics, by investing in the social sector, It
therefore started buikding public facilities such as hospitals, health
centers and schools in all regions. Thus, the main reason lying
behind the massive construction of medical public facilities was
political. There were doubts that the public administration would
be capable of handling these facitities properly once they became
functional. However, the declared official strategy was to contain
cost, to enhance the bargaining power of public fonds and to
lessen their dependence on private providers. This strategy clashed
profoundly with the Government's declared goal of privatization.

The MOH had to find ways for better managing pubilic
hospitals. A law on public hospitals” autonomy was issued in
1996. This law gives more Teanagerial and financial flexibility to
hospital managers, especially in terms of recruitment, procurement
and contractual arrangements with insurers, According to this law,
no government budget is allocated to autonomous public hospitals,
These are instead allowed to contract with financing agencies
including the MOH?. Consequently, their revenues depend on their
productivity. Similarly to private hospitals, public hospitals are
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now being subjected to a selection policy based on cost and quality
standards, and fo regulation measures including the control of
supply and demand.

1.2 The Financing Rele

The beginning of health financing schemes goes back to
1920, when the French governor of Lebanon issued the decision
730 on the treatment of the indigent in public hospitals. The
wunicipality had to bear the financial cost of this care. In 1928,
when the MOH was created, treatment of indigent and mentally
ill-patients became part of ils paternalistic mission. The
requirement of a certificate of indigence te receive car¢ was
confirmed by the decree 16661 in 1964, but was later abolished in
1971%. Conditions for MOH contracts with private hospitals werc
established in 1963 (Decree 12788, modified in 1964 by Decree
15206).

Undet the influence of European social policy
development, which started in the UK after WWII, the Lebanese
health system moved stowly from the paternalistic ethos to that of
health as a human right. In the nineteen sixties, a government
budget was allocated for public hospitals and for covering services
provided by private hospitals under contracts with MOH.

The law establishing the National Social Security Fund
was issued in 1963 and partly enforced n 1964, Rules related to
the Sickness and Maternity Fund were put in application only in
1971.

The Ministry of Health has been contracting with akmost
all private hospitals operating in the country. According to the
contract, a, predetermined number of beds are reserved for patients
referred by the MOH with prior authorization. The MOH has been
taking part in financing health services in the private sector for the
sole purpose of equity. However, cost containment and quality
assurance are becoming concomitant issues to be fully integrajed
in MOH's financing role.
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In 1998, along with the declared strategy of the
Government to lessen the dependence on private hospitals,
Minister Frangich decided not to renew contracts with almost one
third of private hospitals. However, under political pressure, all
contracts were subsequently remewed, though the aumber of
contracted beds was decreased by 30%".

End of 1999, Minister Karam took the decision of
contracting with autoromous public hospitals for additional 287
beds. Instead of reducing private beds by the same number, he
chose to also increase the share of private hospitals by 225 beds,
As a result, the MOH-contracted beds increased by 34%°, together
with a 30% increase in the number of contracted open-heart
centers. This led fo clear financial consgquences as shown in
figures I11-1, VI-1, VI-3 and VI-4.

Reducing contracted beds number through a guality-
comtrol selection process, is currently taking place, andd will be
discussed in the following sections.

The MOH is trying to make proper use of its power as the
major financer for most hospitals, in order to strengthen its
regulatory role. The reform plan presumes taking fulf advantage of
the MOH financing power to rationalize spending on health care
and contain cost®,

1.3 The Regulating Role

The Government intervention in regulating the health care
market has become more imperative as privatization expanded.
Lebanon iBustrates best, how inefficient the private care sector
could be in the absence of regulation, and the subsequent negative
effect on both cost and guality.

It is worth emphasizing at this stage the worldwide debate
regarding Government's intervention in regulating the health
sector. In developing countries, the private sector including NGOs,
has been encouraged to intervene more in health care, while
Governments were being advised to minimize their intervention in
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providing health services. This has been the recommendation of
the World Bank for example, as well as other international
agencies. Consequently, and especially because of an inherent
narket failure Government's regulation role has become
imperative. This role becomes moEe and more important as the
government intervenes Jess and less i direct provision. The
solution to the dilemma of minimizing provision by the public
sector because of its weak capabilities while maximizing its
regulation role, which necessitates more sophisticated skills and
Manpower categories, Temains enigmatic.

Regulation needs constraining laws. Atlempts to issue such
laws have failed repeatedly in Lebanon, being considered
incompatible with the free market ecopomy’. Liberalism not
withsianding, pertinent laws can be legislated, and applied
especially in licensing, controlling supply and demand, monitoring
and taking appropriate coercive measures.

The MOH iz considering currently more "institution-light"
options. Contracts between financer and provider present an
available potentially effective mean for regulation. fi has the
advantage of being based on a commos understanding  of
concerned parties, and of being more flexible than laws, and easier
to modify-and adapt to changing circumstances.

It is generally said that the one who has the mongy can sct
the rules. This puts a financer such as the MOH in a privileged
bargaining position when negotiating contracts. However, morgy
ownership is not encugh to monitor and implement regulation
policies. i.e, to detect poor and good performers and to take
necessary sanctioning ot rewarding actions. For that, the provider
who possesses the information has a greater advantage over MOH.

Based oh our experience, couniries like Lebanon where
irformation systems are not well siructured and sophisticated
enough, need rather simple indicators on what has been done that
are easy to obtain and analyze. The mote regulations depend on
details on how things are done, the more powerful the provider
becomes, and consequently the lesser the regulation’s
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effectiveness. A thorough work is being done to determine these
indicators that could be generated by on-going activities. The
MOH is not betting on major changes in the system for getting
sophisticated indicators.

Process indicators need many details and are cumbersome,
while outcone or impact indicators are difficult to get and cannot
easily be attributed to only one activity of interest, Therefore,
output indicators linked to quality and based on product
specifications are practical, ¢asy to get, better defined and more
relevant,

In order for regulatory inteeventions to be manageable
within institutional constraints, the MOH considers sacrifying
some degree of precision for the sake of practicality, The
procedural monitoring is left te self-regulation by peer-groups
which is encouraged to be developed at two levels: internally by
colleagues from the same institution, and externmally by
professional associations.

Ii this context, the MOH started working with the order of
physicians on consensus-building for the elaboration of clinical
protocols, but this is a fong process that requires a certain fevel of
maturity.

In conclusion, maintaining an important role for MOH in
the financing of health services is not only necessary for equity
purposes, but is also a powerful leverage for regulating the sector.

2-OPPORTUNITY FOR REFORM

The miportant deficit in government budget, and restraints
on other public funds, do not bear anymore the rapidly increasing
health expenditures. Likewise, households that are already bearing
2 big share of health spending can hardly afford a heavier burden.
Consequently, available and projected financial resources will not
be sufficient to feed the cost-increasing trend of the current
system. On the other hand, diminishing returns and defays in
reimbursement are pushing private providers to considering new



102

aliernatives. The Private Hospitals Association and the Order of
Physicians are now mote receptive to ideas of change. Big
hospitals capable of delivering efficiently services of good quality
are in an unfair competition with mediocre hospitals who invest in
high technology they are incapable of haadling, providing poor
quality services to an uninformed clientele.

Moreover, general practitioners and specialists practicing
outside hospitals are marginakized by this system, as hospital
doctors form “clans” inaccessible to new comers. Tiis situation
has started creating tension within the medical guild. The
traditiona) struggle between the AUB clan and that of the USJ
during elections in the Order of Physicians, is progressively
gaining a different dimension. Beirut big hospitals’ physicians on
ote side are increasingly in opposition to practitioners of the
petiphery. This new struggle is still mitigated by the conflict
hetween physicians and hospital owners, and by confessional
rivalries.

From the consumer perspective, medical services are very
expensive. Complaints from providers are frequently reported by
the media. The 1999 Houscheld Survey revealed a meaningful
degree of dissatisfaction with funding agencies, especially with the
NSSF (table V-28). Reforming the health system is becoming a
very popular concept ofien mentioned in polifical speeches.

Considering that private hospitals depend heavily oo public
funds reimbursement, which is expected to become more
importamt with decreasing households® ability to pay, public
financing authorities are well placed to lead the change.

3 PROGRESS UPDATE AND REFORM
PERSPECTIVES

In 1997, the Minisiry of Health made public a working
paper on health sector reform. Known as the “Frangieh Paper for
Reform®, this paper summarized principles and guidelines, agreed
upon with the Order of Physicians and the Symddicate of Private
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Hospitals, and set main objectives to be achieved. A national
strategy for health reform and a plan of action were to be
¢laborated, following a consensus building process that had
stopped with the changing of government in October 1998,

Although no blue print on reform was formally adopted,
the MOH working paper of Minister Frangieh was considered as
an official reference.

A heslth financing assessment was launched carly in 1998
under the Health Sector Rehabilitation Project with the support
from WHO. It consisted of a National Household Health
Expenditures and Utilization survey, the National Health
Accounts, and the Burden of Disease study. The project aimed at
providing evidence and technical suppori for health sector reform
efforts.

A meaningful step was made by the creation of the “Inter-
ministerial Committee for Health Reform” in 1999, This
committee, chaired by the Prime Minister, reflects the high level
of poiitical commitment. It consists of all Ministers concerned
with heaith financing and human development: Finance, Social
Affairs, Economy, Eabor, Higher Education and Health.

Three health financing reform options were developed and
a stakeholder analysis was conducted. This will be covered
thoroughly in chapter VIL.

Whereas the MOH failed to reach some objectives, such as
controlling the supply side and setting a well-defined benefits
package, important achievements have been made in other areas.
Various components of the health system reform were actually
planned and/or implemented since the retum of civil peace. In the
following sections, these components will be described and
analyzed. The chapter will conclude on a comprehensive model
which will integrate those different components and show their
interaction towards overall reform.
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3.1 Empowerment of the Ministry of Pablic
Health

A meaningful progress has been achicved in modernizing
the institutional machinery of the MOH. Information technology
has been imroduced in various departments and necessary siaff
training has been carried out. The automation of MOH fmancing
functions, especially those related to managing contracts with
providers, enhanced the regulation capabilities of the Ministry.
With available results of imporiant studies made in the after-war
period and improved performance, the MOH steadily regained its
leading rok.

In its efforts towards decentralization, the MOH has
engaged in a long-term process of empowerment of heakh district
officers, allowing them to coordinate health activities between
stakeholders and leading health programmes in their arcas.

The law of public hospitals auionomy® issued in 1996,
represents also an important progress in devolving authority. Five
hospitals are operating currently under this law with a remarkable
improvement of their performance. Two of these were included n
the accreditation survey and met standards to score relatively well.

The MOH role in health prevention and promotion was
enhanced through the activation of the horizonfal PHC network
and the vertical preventive programs. This bidimentional approach
iogether with the creation of the “Epidemiological Surveillance
Unit” (ESU) have promoted the MOH image as a public bealth
authority.

The ESU is one example of the organizational reform of
the MOH. Created in 1995, the ESU is responsible of the
qurveillance of commusicable diseases, and of fiekd interventions
for disease control. The ESU conducts epidemiological studies,
provides feedback to health professionals, and trains them on
surveillance tools.
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The surveillance system relies on the collaboration of
hospitals, health centers, dispensaries, laboratories and private
clinics. District officers are directly involved and coordination
takes place with different mimstries: Social Affairs, Interior,
Defense, National Education and others.

The national epidemiological information system consists
of the universal reporting system on communicable discases, the
hospital-based weekly zero reporting {150 hospitals), and the
dispensary-based monthly zero reporting (almost &0
dispensaries). The ESU conducts as well a weekly active
surveillance for acute flaccid paralysis (AFP) in 25 sentinel
hospitals, supervises the animal bites reporting system from the 6
anti-rabies centers, and implements the water surveillance program
in ¢coitaboration with WHO,

Disease conirol inclades AFP surveillance for polio
eradication and rash and fever surveillance for measles
eliminatior. Other Entities under control are: food poisoning,
meningitis, neonatal tetanus, rabies typhoid fever, viral hepatitis
A, dysentery, brucellosis and others.

The Epidemiological Surveillance Unit conducted in 1999
the perinatal national study in cotlaboration with UNICEF, and in
2001, the salt iodization and the iodine deficiency disorders with
WHO. It publishes a biyearly bulletin (Epinews), circulates the
weekly report on communpicable diseases, and disposes of a

webpage: www.public-health.gov.Ib.

The timeliness and completeness of reporting has been
improving gradually. Within the framework of polio eradication,
the number of reported AFP cases that has reached 14 in 2001,
¢xceeding thus the barrvier of 12 (one case per 100000 children
under 15) considered an indicator of the compleieness of the
surveillance system, The last case of endogenous poliomyelitis
was declared in 1994. The National Certification Committee has
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submitted its final report on polio eradication in April 2002, and
Lebanon is expected to be declared polic free carly in 2003,

3.2 Strengthening Primary Health Care

Expanding and strengthening Primary Health Care remains
one of the main important strategic goals of the health sector
reform. Public and NGOs health centers operating within the PHC
program led by the MOH have proven their capability to involve
local communities and to provide, in a sustainable manner,
affordable services, in accordance with WHO ¢omprehensive PHC

package.

The Ministry of Health has started formalizing its
traditional relation with NGO's, through contractual agreements
for establishing a Primary Health Care network. These contracts
provide for the first time an official framework of accountability.
The MOH assistance js directly linked to proper implementation of
programines, and their impact on community health, rather than on
the increase in patients’ number as in the traditional evaluation
approach. This may be considered as a first step towards the
regulation of ambulatory care and the reorientation of these
services to meet population needs. i shows the willingness of the
MOH to reallocate funds towards more cost effective means.

Clinical protocels for physicians and manuals for health
workers were developed, and training for medical, paramedical
and managerial manpower were carried out. An information
system is now operational and covers administrative and medical
activities. Developing quality standards and strengthening the
monitoring system are underway. Special efforts are put to
develop measurable outcome indicators reflecting changes in the
health status of the conmmumnity. Which could be attribuied to
health centers activities, in order to assess the performance of
those centers.

The MOH encourages municipalities to menage public
dispensaries and health centers especially the newly built ones.
Some contracts have been signed whereby the MOH delegates the



167

management of a poblic health center to a municipality. This
comractual relationship sgnilar to that with NGOs is under
evaluation and review.

Initially, 40 health centers were involved in the PHC
network that expanded gradually to reach now over one hundred
center. It is estimated that the number of PHC centers necessary to
cover national needs varies between 130 and 150. In the past the
MOH lacked the capacity to expand PHC centers to this number.
Currently, it is the lack of minimum requirements of existing
health centers that constitutes the hmiting factor for additional
contracting,

fmproving the affordability, accessibility, and quality of
PHC services, is not enough to get 2 significant increase in the
utilization of these services. Important lessons could be drawn in
this regard from our experience with the Expanded immunization
Program {ETP), Considerable resources and efforts were put to
purchase good quality vaccines, ensure an operational and safe
cold chain, train bealth workers, mobilize professional associaiions
and NGOs, along with intensive awarencss campaigns. The EIP
program provides vaceination free of charge m all dispensaries and
health centers operating in the country, in addition to mobile units
for remote villages. However, the highest immunization rate ever
reached by the program on its own was no more than 50% of the
target popuation. Abmost half of parents still prefer to vaccinate
their children in private clinics despite the cost and doubis
regarding the integrity of cold chain in the private sector.
Therefore, it becomes crucial to build a new image for NGOs and
public PHC centers, socially market their services and work
seriously on consumer satisfaction issues. Wide mformation
campaigns are needed on the comprehensiveness and good
standards of PHC services including the good quality of vaccines
and essential drugs purchased through UNICEF.

Along with improving the management of PHC centers and
upgrading the MOH contractual relationship with NGOs and
municipalities, existing vertical programs are to be sustained.
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Nevertheless, new health programs should be more focused on
reducing disparities in terms of health outcomes, by targeting
poorer and underserved districts. In this perspective, the MOH is
vndertaking a pilot project aiming ai reducing maternal and child
mortality in Wadi Khaled, a remote area of ihe Akkar disirict. For
this purpose, the MOH contracted with the Makassed NGO, a
well-established "health care provider”, to run the new public
health center and to provide PHC services with particular
emphasis on safe pregnancy and defivery in Wadi Khaled. The
NGO is responsible for identifying all pregnant women, about 500,
in a catchment area of 25000 people where 400 deliveries per year
are expected. In accordance with the conjract the NGO provides
prenatal services following established puidelines, performs
normal deliveries in the PHC center and ensures regular follow-
ups for mothers and children. Cesarean sections when needed ase
performed in a hospital at the expense and under the oversight of
the coniracted NGO, thai is held responsible for the continuum of
care. In return the MOH provides for free essential drugs and
vaccines, and assigns a globat budget for the project based on a
flat rate per pregnant woman and per delivery. The global budget
would be subjected to reevaluation at the end of the financial year.
This financing and delivery arrangement involves shifting funds
from the MOH budget #tem for hospitals to that for PHC. It
imroduces new incentives through a capitation-based payment
mechanism, The success of this project that targets a remote arca
while focusing on delivery, ante-natal and post partutn care would
have an important impact on the MOH strategy.

On the other hand, the MOH financing of nation-wide
services and programs conducted by some NGOs should be
maintained and upgraded. The most vital programs now are: the
Essential Drugs Program for chronically ill patients managed by
the YMCA, and the emergency transportation program
implemented by the Lebanese Red Cross.

3.3 Reimbursement Mechanisms

The MOH has been reimbursing privaie hospitals upon
reception of detailed Dbills based on an itemized tarification,
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which did not mclide any kind of medical information on the
patients status. This fee-for-service reimbursement is believed to
have resulted In unrecessary hospitatizations and over-prescription
of diagnostic and treatinent procedures. Therefore, the MOH has
introduced a new pajfnmt mechanism in order to reverse
incentives, This mechanism is based on a fiat rate reimbursement
introduced gradually starting May 1998 and applied presently on
all surgical procedures.

As a result today, reimbursement of providers by the MOH
involves 5 types of payment methods:

- Budgetary transfers for non-autonomous public
hospitals.

- Fee-for-service based on detailed bhills, for non-
interventional hospitatization.

- Case-based payment for surgical procedures.

- In-kind payment for comprehensive PHC services
delivered by NGOs centers.

- Capitation payment introduced recently for delivery
and follow-up of pregnant women.

The fiat rate mode of payment had a significant impact on
utilization and costs of hospital services as shown in figure VI-1.

The number of contracted beds was 1514 in 1998 and
1999, and increased to 2020 beds in 2000. The 2001 contracts did
not set a ceiling in terms of bed numbers. This has led to a steep
increase in numbers of admissions in 2000 and 2601 (fig V1-1a).

The introduction of flat rate reimbursement related to 658
procedures {Same Day Surgery) in May 1998, and then for
additional 483 procedures {Most Common Surgeries) in October
2000, has contrimred in fowering the MOH total bill 1 1999 (fig
VI-1a), and the average cost per admission in the following years
(fig VI-1b).
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While reconsidering payment mechanisms, tarification and
co-payment revealed to be effective means for reducing (supplier-
induced) demand. However, this effect cannot be sustained in the
absence of supply control mechanisms.

A good example of an incomplete success can be seen with
open-heart surgery that was fully covered by the MOH between
1992 and 1997, at a flat rate of 12.75 million: L.P.

Fig VI-2a shows how open-heart surgery expenses has
been steadily increasing from 1992 till 1997. No waiting lists have
been needed since 1994, indicating that the number of centers
since then had become sufficient enough to meet the needs. This is
cevealed by the insignificant increase in expenditures in 1993,
where the number of centers (6) remained the same as in 1994,

The Fig VI-2b #lustrates clearly the strong direct
relationship existing between the number of operations performed
and the number of existing centers, between 1992 and 1997. The
three new centers that were opened in 1996 became fully
operational beginning 1997, leading to the sharp increase, noticed
that same year.

In 1998, the MOH decided to cut down the flat rate, and to
introduce a copayment. The decided totai fee per intervention was
set at ¢ million L.P., § to be covered by the Ministry and 1 to be
paid by the patient. This change explains the sharp sloping down
in both, expenditures and number of interventions in 1998 and
1999, inspite of the rising number of centers, as shown in both
figures VI-2a and VI-2b.

The reduction of the provider's profit margin resulied in
adopting more conservative indications for surgery. The co-
payment had probably an additional effect on the patient’s attitude,
who started questioning physicians on alternatives 1o costly
surgery. Patient renouncement to undergo cardiac surgery for
financia} reasons is unlikely to have occurred with the existing
system of fee waiver for the needy.
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Therefore, the decrease in number and cost of open-heart
surgery in 1998 and 1999 could be attributed mainly to the
modification of the payment mechanism. However, the rebounding
number of operations in 2000 and 2001 along with the jncrease in
the number of contracted centers confirm that control of supply
should be a concomitant measure to get a sustained effect.

3.4 Centrol of Supply

The Carte Sanitaite has been made available as a technical
tool to regulate the supply side through licensing based on needs
assessment. The issuance of a Decree on the implementation of the
Carte Sanitaire, considered as contradicting the free market
principles, was initially rejected by the Council of State {Decision
ne. 16/93-94, 1993), Therefore, in the absence of an up-stream
control of supply, a downstream approach is sought by contracting
with a smaller number of selected hospitals. The 1998 attempt not
to renew contracts with small inefficient hospitals failed for
political reasons. Tnstead, the fotal number of contracted beds was
reduced by 30% and contracts with providers were reviewed to
inctude budget ceilings and penalty clauses, The meanagement of
these contracts has been improving with the upgrading of the
momnitoring capabilities of the MOH.,

All regalatory measures, mentioned previously have shown
to be insufficient for controlling over-consumption. Enforcement
of the Carte Sanitaire seems to be indispensable for controlling
supplier-induced demand and cost escalation. It is worth
mentioning that the control of supply is not only quantitative, It
rationalizes the distribution as well. The regulation of pharmacies'
licenses in accordance with the Pharmacy Practice Law had a
significant impact on the regional distribution of pharmacies, as
explained in chapter II section 4 and <learly shown in table H-15.
The MOH is following up with the Council of State on enacting an
acceptable Carte Sanitaire Law. Legistative amendments would be
needed whereby a hospital's "Construction Permit" and "Operation
License" are granted based on the Carte Sanitaire, the hospital
master plan (Projet dEtablissement) and the compliance with
Basic Standards,
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The Basic Standards set within the framework of hospitals
accreditation are in fact requirements for licensing which represent
an additional tool for controling the supply of hospital beds and
sophisticated services.

On the other hand, the selection of hospitals for contracts
by MOH and other pubfic funds can be based on the Basic
Standards and the hospital's accreditation score, The decree
number 7363 issued in February 2002 requested the MOH to
cantraci only with 80 selected hospitals out of 140, This would
enhance competitiveness and deprive below standard hospitals
from important financial resources. Consequently, a significant
impact on supply of hospital services is expected.

Fig VI-3 Control of Supply: Normative (Eip-siream) versus Inceative

{Downstream) approach
Needs Assessment Construction Control of
Permit Supply
{Carte Sanitaire) (sLd3 Luad )
(Projet : Selection of
d'Etablissement) Licensing Providers
: Operatmn'License Contracting
Basic Standards e
Qualify Tasrtfication
Accreditation improvement
Standards .
{continuous
PYoCess)

The same problematic of controlling the supply of hospital
services applies to the issue of human resources. An up-stream
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control of MD graduations is absurd in a country where the private
sector prevails in higher education, and considering the large
number of graduates from foreign universities and the meaningful
proportion of Lebanese residing abroad. At most, the MOH could
promots health professions that are in shortage, as it does currently
by subsidizing nursing training in the Lebanese and the USJ
Universities, and by establishing training units in 30 collaborating
hospitals and health centers.

3.5 Pharmaceuticals Cost Containment

Despite the limited capacity for drug analysis at the Central
Laboratory, the strict regulation of drug registration guaranties to a
large extent the quality of imported and domestic pharmaceuticals.
The exceptions are the relatively small quantities of drugs donated
to NGOs that bypass the system and reach dispensaries after
obtaining a special permit from the Minister of Health, An
mcreasing awareness about the safety of donated drugs is taking
place, and the problem should be dealt with at a political level,

With regard to pharmaceuticals cost, a price index that takes
into consideration currency exchange rates is issued regularly. The
MOH watches over price decteases in the countries of origin and
lowers the market price accordingly. Sanctions are taken against
pharmacies practicing over-pricing. The MOH cost containment
policy had its impact on consumption prices as shown in the 2002
report of the Central Administration of Statistics. The consumer’
price index between 1998 and 2001 rmarked an increase in
transportation and communication (11.6%), education (10.3%),
clothing (8.4%) and housing (4.9%), while a decrease was noticed
by 5.9% for health (inciuding drugs, hospital and ambulatory
services), followed by food products (5.5%), Rirniture and
equipment (2.1%), and house maintenance (1.8%)",

However, the high cost of drugs that represents 25% of the
total health expenditures remains a major concern. Three areas of
intervertion can be identified for cost containment:
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I- Enhancing competitiveness: The 1994 Pharmacy Practice
Law requires pharmacists to adhere to prices set by the Ministry of
Health. An amendment was subsequently approved by the Council
of Ministers and sent to Parliament for ratification, It stipulated that
the price sct by the MOH is considered a ceiling that could not be
exceeded, but that could be lowered. This would enhance
competitiveness andd would probably lower market prices.

2- Modifying the price structure: According to the price
structure, the imporied drug price is set at 1.7 times of its FOB
price (chapter IV section 5). Even though profit margins for
importers and pharmacists are relatively high, any reduction would
face great opposition and is unlikely to happen.

The price-dependent profif margin is thought o encourage
importation and dispensing of expensive drugs. A degressive scale
was proposed starting with a higher profit percentage for cheaper
drugs. However this proposal would have had an adverse effect on
the total bill, since the market share of cheaper drugs is much
higher than that of expensive ones. Considering the sale value for
the year 2000, drugs with a unit price less than 3 USD represented
37% of the total bill, and those less than 10 USD 60%. Drugs with
a unit price exceeding 20 USD accounted for less than 15% of the
total expenditure on pharmaceuticals (IMS Health 2000).

The 11.5% margin allocated in the price structure for
clearance and commission is exaggerated consilering customs
exemption on imported drugs. On the other hand, shipping and
insurance expenses are uniformly calculated for both far and close
countries. The freight percentage was set at 7.5% as an average for
USA, Canada, Australia, Enropean and other couniries. It may be
over-estimated for most pharmaceuticals imported from the nearby
European couniries. On the other hand, the freight is calculated as a
percentage of the price, not in relation io shipment fees which are
based on volume. This means that expensive drugs with smail
volume and high price generate more profit than less expensive
ones. This phenomenon is further magnified by the cumulative
price structure.
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Therefore, expenses and profit marging as well as the
incremental caleulation method should be revisited. Scheduling this
item in the reform agenda needs to be considered carefully.

3- Promoting generic drugs: The current price structure
does not encourage the importation of inexpensive generics, In
addition to that, physicians prefer not to prescribe generic dmgs for
perhaps a lack of confidence in their quality, but most importantly
because their university education and hype promotion campaigns
that constitute the main source of pharmaceutical information for
many of them. Manufacturers and their agents use aggressive and
persuasive techniques that are sometimes ill-founded scientifically
and even unethicat.

Changng prescribing habits may have to include
reconsidering medical curricula and conducting training through a
continuing education program, in collaboration with universitics
and Physicians Orders. New incentives should be created through a
new price structure to encourage the importation of cheaper drugs.
Rationalizing the prescribing habits should be sought by adopting a
list of MOH and NSSF reimbursed drugs, biased towards generic
drugs including licensed and labeled ones,

3.6 Quslity Assurance

The Quality Assurance framework considers three levels of
interventions: structure, process and output. It implies the active
involvement of all players especially those involved operationaily
in health services provision. The MOH adopts two different
approaches for hospital and ambulatory care, and its intervention is
restricted fo tasks that are clearly defined and undertaken in an
explicit manner, The MOH supervises also the overall quality
improvement process and makes sure that each party is playing
properly its role.

With regard to hospital care, the MOH conrducted recently
the first naticnal hospitals accreditation survey as explained in the
following section. Accreditation focuses on structural and
organizational matters and pays particular attention to the adoption
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and implementation of explicit policies and procedures. It scores
the existence of managerial tools, clinical protocols, technical
committees such as infection conirol committee, record-keeping
and other quality-related systems. Examining documents such as
medical files, meeting minuies, etc. indicates whether these systems
are or are not functioning in accordance with established norms,
which also impacts the score. Therefore, and in addition to focusing
on the structure, accreditation tackles also the process level
However, the main work on the process has 10 be done internally
through peer review. This falls clearly under the responsibility of
the medical and paramedical professions, overseen jointly by the
MOH, the Order of Physicians and other professional associaticns.

As for output evaluation, the MOH requested that a
Standardized Discharge Summary (SDS) should be joined to the bill
of every hospitalization case, otherwise it would not be reimbursed.
The SDS provides information about the medical history, the
diagnosis, therapeutic interventions, as well as pertinent laboratory,
radiology, and pathology results, in addition to treatment and
follow-ups. Almost all hospitals are now more or less complying
with the system that is generalized to all financing agencies. The
MOH has been for the last six vears upgrading the quality of the
SDS information, and has conducted training sessions on coding
according to the Internationai Classification Disease (ICD10). The
agtomation of this system is currently underway. However, much
more efforts are still needed to be put in this area, and a fully
computerized system is not expected to be operational before 2004.
The MOH is working now on integrating simple guality indicators
in order to link reimbursement to product specifications. This
quality-related payment system (QRP) will make the contractual
refationship with private providers casier to manage, and will allow
incentive-based regulation and quality assurance. On the other hand,
the flat rate payment would relieve the administration from the
heavy burden of detailed bills auditing, and enable it 1¢ evaluate the
output once codification and automation are acconiplished.

With regard to quality assurance of ambulatory care,
attention is currently focused en PHC centers that are expected to
play a more important rele in the future. Private clinics quality
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Fig ¥1-4: Hespilal and Primary Health Care Qualiiy Assurance
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assurance requires human and financial resources, 1ools, and skills
that may not be available in the foreseen future. Therefore, private
for profit solo practice will not be inciuded in the guality assurance
program for the time being.

As for PHC, a different approach is required than for
hospital care. Basic standards related to amenities and human
resources as well as the adoption of a defined package of services
are a prerequisite for a center to join the neitwork. Policies and
procedures are set joinfly by MOH, concerned NGOs and
professional associations, and are standardized for all healih
centers. Hence, clinical protocols for physicians, and guidelines
and manuals for heaith workers were developed, and managerial
as well as clinical trainings were conducted. Since the MOH
supervises directly PHC activities, the monitering system becomes
a crucial component of quality assurance. Finally, outcome
indicators that go beyond the output of PHC centers to assess the
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health status improvement of the community, reflect better the
quality and the effectivensss of interventions.

3.7 Accreditation of hospitals

The First National Hospital Accreditation Survey' is a
landmark project that represents an important achievement on the
way to improving the guality of health care services.

In May 2000, a consultant was coniracted to set Basic and
Accreditation Standards for acute care hospiials, as part of a2 Total
Quality Program, The main requirement of the project was to
develop, test, adapt and finalize a Hospital Accreditation Manual,
suitable to local circumstances, while taking in account the
international experience in this field.

A consultative process, including key stakeholder groups,
took place during the development of standards. Those were tested
in a group of 6 pilot hospitals, chosen io be representative of the
acute care hospital system in Lebanon.

The two-tiered approach was meant to delineate Basic
Standards that should have been required for hospital licensing,
and higher level Accreditation Siandards that are based on Quality
Assurance. Guidelines were set to explain the Standards and
provide hospitals with additional information and examples, for
the purpese of achieving those Standards.

The Survey based upon the Manual was conducted
between September 2001 and June 2002. Surveyers were hospital
admimistrators, nuurses and physicians with clinical and
administrative experience.

The scoring svstem used for Basic Standards was: one
point for "Yes" and zero points for "No". For the Accreditation
Stapdards 0.5 powgs were givern for items which "Need
improvement”. In both Standards and Accreditation scores, the
iterns "Not applicable” were excluded from calculation.
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Following the 1- to 3-day onsite visits to each hospital,
detailed survey assessment reports were completed and forwarded
lo concerned hospitals and the MOH. Each report included an
assessment of alt standards that were applicable to the surveyed
hospital at the Basic and Accreditation levels, and the score
obtained. A number of Strengths and Opgortunities for
lmprovement were documented for each applicable standard, and
customized recommendations for cach hospital were set.

The Strengths indicated areas where the hospital is
performing well, and should continue to work to maintain the
standard. Opportunities for Improvement and Recommendations
suggested areas where the hospital needs to review the situation
and implement changes, or continue to work on a current plan for
improvement. These opportunities are a valuable source of
information for the hospital’s planning process, particularly the
Quality Assurance Plan. It may not be possible to implement all of
the opportanities immediately. The hospital will need to prioritize
the most important ones and the easiest to implement, and
incorporate these into the budgeting and planning processes. The
information in the report provides each hospital with a valuable
tool for contimious quality improvement,

Among the 128 surveyed hospitals, only 47 mei the
requirements of 80% for the Basic Standards score and 60% for
the Accreditation Standards score.

Most importantly, 32 hospitals were found not meeting
minimizm safety requirements,

As expected, small hospitals with 100 beds and less,
accounting for the majority of hospital beds in Lebanon were on
average operating below standards. Hospitals with 101 fo 200-bed
capacity got a somewhat better average score than larger hospitals
with more than 200 beds (figure VI-7),
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Fig VI-5: Basic Scores for alt hospitals — bar chart
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Fig VI-7: Score Average by hospital capacity
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The ownership type has an impact on how well the hospital
management is able to meet requirements, as shown in figure VI-
8. It is worth mentioning that the 2 autonomous public hospitals
included in the survey realized a relatively good score.

Fig ¥1-8: Basic and Accreditation scores by type of ownership
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3.8 Interconnecting the Database of Public
Funds Beneficiaries

The Council of Ministers issued a decizsion in January 2001
on setting up beneficiaries databases in different public funds, to
be linked electronically to the Ministry of Health.

This interconnecting database would allow the MOH and
other public funds namely the Army, the Internal Security Forces
{ISF), the National Social Security Fund (NSSF), and the Civil
Servants Coopetative {CSC), to share information about eligibility.
The primary objective is to avoid owerlapping and double
coverage, to relief funding agencies from cumbersome
administrative procedures of issuing non-eligibility certificates,
and the citizens from the burden of obtaining them. This database
could be integrated to the VISA/Billing System and could serve at
a later stage for assessing utilization patterns of different
population categories, and for evaluating the financial burden and
the performance of each fund.

The database stores beneficiaries’ demographic arxd
cligibility information. Each fund updates on a daily basis
information related 1o its own pool by adding new mdherents,
updating dependents’ status, and removing ouigoing members,
whose burden is in practice shifted to the MOH. The Central
Information System located at the Ministry of Health collecis
automatically these files from different funds and updates the
consolidated beneficiaries database.

The MOH assisted other public funds in collecting and
processing the missing beneficiary information. It has equipped
funding agencies with interconnecting PCs, modems, dedicated
phone lines, and the necessary communication software and
configuration. This set-up allows the Central System at the MOH
to automatically establish a connection and dowmlead files
containing the updated beneficiaries information. Public funds can
access remotely the centralized MOH database for searching

purposes.



aseque( Funssnnoxuaa] poe SURG YSIA S6-1A 211



126

The MOH is equipped with a dedicated access server and
60 phone lines available for remote users and eventually contracted
hospitais. This network allows the establishing of a connection
with the database using special search forms designed to be vsed
from a WEB browser.

This Interconnecting system provides a platform for the
development of new applications for utilization of services and
incurred spending. For this purpose, the MOH and public funds are
working on the standardization of the application, and the coding
system and on unifiing authorization and billing forms.

3.9 Reform Componentis Integration

Health veform is a continuous process, it involves
maltidirectional  activities that should be coordinated and
objective-oriented. The agenda should consider the mstitational
capabilities of funding agencies and providers, as well as
stakeholders interests that vary with the lopic and in the course of
change. Therefore, a stepwise approach should be adopted, where
alliances adapt in a dynamic way to nterests at stake.

Figure VI-10 shows the articulation of different
components of reform aiming at addressing efficiency and equity
issues.

The Financing reform is the most important component of
the heaith reform and deserves a chapter by itself {chapier VII),
whereas the creation of an Interface and Resource Body (IRB
option) is addressed in details in the annex. Creating a unified
database of public finds beneficiarias, establishing 2 VISA/Billing
system in the MOH and working on payment mechanisms, are
important steps towards the IRB reform option. This attows
aveiding  eligibility overlapping, controlling demand, and
redressing provider incentives. Altogether these would have an
important Impact on the efficiency of health services provision. On
the other hand, regulation of private insurance, selection of
providers based on accreditation scores and controlling the supply
side would aiso have a positive effect on efficiency.
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Expanding and upgrading PHC services represents a cost
effective use of resources, and at the same time contributes to
ensuring equity by improving accessibility to affordable basic
services. Consumer empowerment by providing information on
cost and quality of providers services and on patients rights, would
also have an impact on both efficiency and equity. Finally, for the
sake of equity, the MOH should continue to be an insurer of last
resort, and modernize its contractual relationship with hospitals
and NGOs. The waivering system should be rationalized and
transparent where the poor, properly identified, would be
exempted from user fees. A large information campaign about
subsidized services and waivering policies should target, poor and
remote population, among which the percentage of the uninformed
is the higher.

Figure VI-11 shows reform components that deal with high
cost of health services and the heavy burden on households. These
are of course retated directly to issues of efficiency and equity of
the previous diagram.

Enhancing accessibility to PHC would on the short term
reduce the dependence on private for profit clinics, lowering thus
the houschelds out-of-pocket payment especially that of the poor,
and would, on a longer tetm, improve the health status of ihe
population, and consequently lessen the need for hospitalization,

On the one hand, avoiding unnecessary admissions and
interventions is an integrat part of quality assurance. On the other,
the case-based payment rationalizes unit costing and discourages
over-utilization.

The public funds beneficiaries database would preveni
doubte billing and allow for a better cosmtrol of demand And
finally, the Carte Sanitaire would minimize provider-induced
demand,
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Fig VI-11: Integration of reform components targeting cost containment of
ambulztory and hospital care, and households vut-of-pocket.
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Chapter Seven

HEALTH FINANCING REFORM
AND STAKEHOLDER ANALYSIS

I-HISTORICAL OVERVIEW

When it was established in 1963, the NSSF' was intended
to cover progressively all the Lebanese popalation in all its social
and  occupational categories (employees, civil Servants,
agricultural workers, seif-employed, etc...) according to a three-
stage plan. This staging was designed to alfow assessing the
demographic and epidemiological status, and evaluating the ability
to pay of the concerned population category at each stage, in order
to define benefit packages and set fair contribution rates, It was
supposed to give enough time to recruit and train qualified
persennel, and to build administrative capacities?,

Four decades later the fourth phase of the first stage, which
implies the coverage of work place injuries and occupational
diseases, has not achieved yet. What is even more peculiar 13 that,
one month after the creation of the NSSF, and before alowing for
the enrclment of the civil servants, the CSC was created by the
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decree # 14273%. The fourth article of this decree stated that the
CSC has to perform its duties “until the NSSF becomes capable of
covering the civil servants”. This provided a legal cover to the
political, social and perhaps confessional seasons lying behind the
creation of this separate fund. These same reasons are still
prevailing presently. Similarly, the same questions that are arising
now about unifying public funds into one agency have aiways
been raised*.

Historically, o be eligible for the MOH coverage, 2
certificate of indigence was requested”. The decision of issuing an
insurance card for eligibility to MOH coverage was made in 1967
by Minister Nassib Barbir®. In 1971, Minister Emile Bitar took the
decision of issuing a health card based on a system of
identification of the poor among the uncovered population’. None
of these decisions were put into practice, and overlapping of the
MOH coverage with other funds persisted. Over and above, the
certificate of indigence, considered as violating human dignity,
was abolished later in 19718, This decision opened widely the door
to all citizens including the well off, to benefit from the MOH
coverage.

Many experts’ reports have been written on the Lebanese
health sector financing, always recommending the merging of all
public funds. The most well-knowa, dating back to 1983, are the
reports of WHO and USAID missions, which recommended that
“Pyblic sector reimbursement should be consolidated within a
single pgublic sector agency: The National Health Security System;
NHSS™.

Based on these reports, a serious and pragmatic plan was
proposed'® consisting of covering all beneficiaries of the NSSF,
and the CSC, as well as the dependents of military forces’
members, by a single public agency. Enhancing the poiitical
feasibility of this proposal was sought by acknowledging the
specificities of military forces as deserving a special scheme, It
was suggesied to set contributions propestional to electricity
consumption, considered as a proxy for the financial status. It was
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proposed, to integrate contributions collection with the electricity
bills collection system.

The aim was t0 overcome major technical and
administrative bottlenecks hindering the expansion of the NSSF
coverage. These are related mainly to the difficulty of identifying
the poor, and of setting contribution rates compatible with
beneficiaries' financial abilities, in addition to the major collection
problemy. Unfortunately, citizens’ ability to pay their electricity
bills is decreasing, and the Electricity of Lebanon itself has always
been encountering serious collection problems'!.

Since the Jeffers report (USAID, 1983), the NSSF has not
been able to expand its coverage, the financing system is getting
more and more complicated and fragmented with all the
repercussions explained earlier in chapters IH, 1V and V. Many
financing reform scenarios have been developed. Besides the
expansion of the NSSF that is still a serious option to consider,
many variants of the public funds merger model have been
proposed. Recently, the success of the Third Party Adsministration
in the private insurance industry has been an inspiration to develop
TPA mwodel options. Redesigning the financing system remains the
comerstone of reforming the health sector, for the impact it has on
ali other components of the health system.

2-HEALTH FINANCING SCENARIOS:
ADMINISTRATIVE, FINANCIAL AND LEGAL
IMPLICATIONS

Three main scenarios are identified: the first consists of
¢xpanding the coverage of the existing National Social Security
Fund to all the population. The second proposes a Third Party
Administrator, the so-called Interface and Resource Body (IRB) to
undlertake operational functions on behalf of all public financing
agencies. The third relates 1o establishing a National Health
Authority (NHA) managing ail the public money, to ultimately
replace all existing public funds.
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The elaboration of the 3 main reform options was made by
a team under the Health Sector Rehabilitation Project (HSRP). The
financial impact of each option was estimated'’, based on
available information with the HSRP team, and legal implications
were developed"’ following a thorough review of related

legislation.
2.1 Major Characteristics of the Current System

2.1.1 Administrative and Organizational Aspect

¢ Six public funds, each with its own regulations,
covering hospital care (direct payment to hospitals),
and ambulatory care (retmbursemernt of users).

¢ Unregulated private insurance.
Mutualtty fimds with ili-defined mission.
The uninsured (52.3% of the popoplation) are
eligible to the MOH coverage for hospital care and
catastrophic illnesses.

¢ Hl-organized primary health cave in both NGOs and
public centers.

2.1.2 Financial Aspects

Total Health Expenditures represent 12.46% of
the GDP, with a heavy burden on houscholds (out-
of-pocket fee for service makes up 60% of the

total).

Table VII-1: 1998 National Health Accounts for the entire popelation (billions L.P.}

Total  Hospitals Non-Instinionzl Pharmaceuticals  Other  Admin

QP

MOY

MNSSF

Cther Public
Funds

Private Insurance
Total

L}99 146 TEL 250 17 0
M1 227 2% 21 22 13
296 108 42 48 59 40
189 LS 42 18 3 21
i 34 127 110 7 o4

2387 639 1,025 447 108 1568
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2.2 Option L/NSSF Proposal

2.2.1 Administrative and Organizational Aspects

The NSSF will extend is coverage
incrementally until it covers all Lebanese residents,
in accordance with existing legislation. In parallel,
the role of the MOH as an insurer of last resort
would be phased out progressively.

In the first step, the NSSF would expand its
coverage to persons 65 and older.

2.2.2 Financial impact
Out of pocket expenditures would decrease,
whercas overall national expenditures wonid
increase by 8% (199 billion L.P.).

Table VII-2: Profik Matrix for covering the population 65 and ofder (billions L.P.)

Total  Hospitals  Non-Instiational Pharmaceuticals  Other  Adinin

OOP 1,008 O} &86 201 20

MOH 213 159 9 16 13 9
NESF 296 108 42 48 59 40
Other Public Funds 189 103 42 18 3 21
Private Insurance 235 32 76 66 4 57
New Plan 634 k23 261 135 0 36
Total 2,577 626 1,126 504 9 212

2.2.3 Legal Implications

The implementation of this NSSF reform option
will not require any new laws. However, some new
decrees ought to be developed by the Council of
Ministers to detail the procedural sieps neaded.
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Table ¥11-3: Legislative texts to be canceled, amended or issued for the implementation of

Optiom 1
Legislative texts Lepgistative texts Legislative texts
to he canceled to be amended to be issued
None - Amend the first alinea of - Promulgate necessary decrees, to
- The execution of some article 4 of the decres 14272 include new segments of the
texts, such as law arficles  dated 29/10/83 {establishment population in the National Social
on public health assistance  of the civil servants Security Fund
;rmgrmi‘::l:ida:zha]m xverage: E};ﬁng:;ﬂ:ﬂ ;;nsiluii:t?ra;fst;ﬁlgmﬁn their
consequence of the the Wational Social Security - 5 £
. : collection from people that are not
progressive extension of Fumd
governed by the Labor Law or the
the NSSF coverage to new Public Sector legislations,
seprnents of the
population. - Promulgate decrees o transfer
necessary credits from the Ministry
of Finance {or the Ministry of Public
Health) to the National Social
Security Fund.
2.3 Option 2/IRB Alternative

2.3.1 Administrative and Organizational Aspecls

Under this proposal, current public funds would
remain and preserve their autonomy. All of them
however would deal with consumers and providers
through one Interface and Resource Body within a
common framework {(multiple funds/one system).

The MOH will continue to finance hospital care
and caiastrophic illnesses of the uninsured, and will
ensure universal accessibility to Primary Health
Care, through a national netwotk of PHC centers, in
collaboration with NGOs and mumnicipalities, More
details on this option are provided in the annex.
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2.3.2 Finapcinal impact

Out-of-pocket expenditures would  slightly
decrease, whereas, the overall national expenditures
would increase by 5.7% (137 hittion L.P.). Thesa
estimates do not include however, the effect of
increasing the accessibility to PHC services, on
both the OOP and the overall spending.

Table VIi- 4; The IRR Profile Mairix (billions L.P.}

Total  Hospitals  Non-Institational Pharmaceaticals  Other Admin

Oop L130 146 Tz 250 17 ]
MOH 84 78 0 2 1 3
N35F 288 106 4] 47 58 37
Oiher Public Funds 184 G2 41 18 i I8
Private knsurances 382 53 124 108 7 B9
New Plan 4357 143 233 19 21 42
Total 2,5 628 L157 444 107 190

2.3.3 Legal implications

There would be a need for adiinistrative
decrees allowing public bodies to subcontract
matiagement services. This can be done at the level
of the Council of Ministers. No aew laws would be

needed.
Tabke VIi-5: Legislative texts to be canceled, 2mended or isswed for the
implementation of Option 2

Legistative texts Legislative texty Legistative texts

to be canceled to be amended to b issmed

None None Get the approval of the
Financial by-laws of the Civil Council of Minister on
Servants Cooperative and the National  the unified tender
Social Security Fund should be document

amended to cope with unified
procurement procedures and establish
a unitied tender document
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2.4 Option 3/The Social Health Insurance
Program (SHIP)

2.4.1 Administrative and Organizational Aspects'

This option proposes a universal and mandatory
insurance t0 be managed by a National Authority
with a high degree of autonomy. All citizens will be
covered for hospital, ambulatory care including
dental care and catastrophic iflnesses. There will be
a standard minimum coverage with individually-
purchased supplementation for all except for low-
income popalation.

Four categories would be eligible for SHIP
based on Social and occupational status:

1-Employers, professionals, self-employed and
emplovees in the informal sector.

2-Employees cwrently ¢overed by the NSSF,
military, civil servants, municipalities

3-Retirees from category 2.

4-Unemployed, pooT, institutionalized,
handicapped, welfare program participants,

The population of caiegory 4, defined according
to strict eligibility criteria, would continue to be
entitled to the MOH coverage for a basic benefit
package. Each beneficiary of this category has to
register with a PHC accredited center that
consiitutes for him/her the entry point ko the heaith
system, and from where referral to higher levels of
care can take place.

Public funds would contimie to collect
conttibutions from adherents and continue to cover
their currently defined ¢ligible even after retirement
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{categories 2 and 3). The poputation of category
one pays premiums to the insurance of their own
choice.

Whereas people in category 4 ¢an only obtain
the basic benefit package, those of categories 1, 2
and 3 may choose a wider coverage in return for
additional contributions.

The long-term objective of SHIP is the merger
of all public funds devoted to health.
2.4.2 Financial impact

Out-of-pocket expenditures would significantly
decrease, whereas the overall national expenditures
would increase by 13% (314 billion L.P.).

Table ¥I1-6: The SHIP Proflle Matriz (killions L.P.}

Total  Hospital: Non-Institutional Pharmzcedticals  Other  Admin

Q0P 768 92 4G6 169 12 0

MOH 35 24 d 3 3 1

NS5F 237 84 34 38 47 32
Other Public Funds 151 34 34 L5 3 L6
Private Insurance 314 43 102 88 6 75
New Plan 1,195 267 352 21] 36 130
Total 2,701 5% 1,224 524 106 258

2.4.3 Legal implications
New legistation need to be enacted by the

Parliament to allow for the establishment of the
Matienal Authority.
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Table VII-T: Legislative texis to be canceled, amended or issued for the

implementation of Option 3
Legislative texts to be canceled/(ne amendment is proposed) Legislative texts to be
issaed
The MSSF code (taw of 26/9/1963): - A law establishing the
» Cancel the first part in the second book of the code. “Maticnal Health Care
» Remove other texts that are not relevant to the new  Authority” should be
system, enacted.
o Modify accordingly the financial by-laws.
e - Application decrees
The Civil Servants Mutuality {decree of 29/10/1963): setting organizational and
« Cancel alinea one of article 4 related to health coverage,  fnancial rules for the NHA
» Cancel related financial by laws. and the appointment of the
BEnard of Directors and
The Minisiry of Public Health (decree 8377 of other necessary decrees to
30.!"”1961] include different seg:mmts
. ; : : of the population m the
» Cancel ulinea 4 of article 2, related to Public Assistance. new system under the
NHA, need to be issued.

The National Defense (law decree 102 of 16/9/1983):
e Cancel article 68 related to the wmedical care of the
armed forces,

Internal Security Forces {Law 17 of &/9/19%0):
= Cancel articles 146 to 158 related to the medical care of
ISF members.

General Directorate of the General Security: (law decree 139 of
146/1959):
s Cancel article 33 related to the medical cave of General
Security members.

General Directorate of the State Security (decree 2661 of
3/9/1985)
e Cancal article 21 related (o medicat care of State
Security members.
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3-STAKEHOLDER ANALYSIS

A stakeholder analysis" was conducted aiming at
identifying the position of different stakeholders in the Lebanese
health care system towards health financing reform options.

Six groups of stakeholders were identified: public funds,
physicians, private hospitals, mutuality funds, NGOs involved in
the health sector, and private insurance offering medical schemes.

Target groups’ members were identified on the basis of
formally elected representatives wherever applicable. Those are:
board members of the Order of Physicians, board members of the
Syndicate of Private Hospitals, board members of the Health
Mutual Funds Technical Union. The public funds group gathered
the Directors General of the MOH, the NSSF and the C3C and
Heads of the Army Medical Scheme and the Internal Security
Forces Health Department. NGOs representatives were those
delegated for follow up with the MOH, and the private insurance
group included CEQs of major companies offering heakh
insurance.

Options for reform were introduced in a general meeting
heid in Rotana Hotel on October 10, 2000. All stakeholders, as
well as former Ministers of Health were invited by the Minister of
Health. International and national health and finance experts
attended the meeting as well, and participated in the discussion.

Available results of the NHHEUS and the NHA, were
exposed as well as organizational, financial and legal implications
of the proposed reform options. A round table discussion followed
the presentation. A first questionnaire intended to identify issues
of revelance for the reform and to rank them by priority order was
distributed and completed in this meeting, The administration of
this guestionnaire did not iake imto consideration respondents’
membership in various interest groups. Therefore, the analysis of
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this questionnaire was based on individuals’ perceptions, opinions
arkl positions, irrespectively of their adherence as stakeholders.

A second questionnaire was distributed, aimed at assessing
the position of stakeholders towards financing reform, considering
separaiely the feasibility and the sustaimability of each option
Feasibility is tackled from different perspectives: political
interests, legislative amendments, organizationa! changes,
availability of resources and the public reaction. Whereas,
sustainabifity considers administeative and political dimensions,
affordability on the long run and compliance of providers,
Questionnaire 2 was introduced to each group separately and was
administered by stakeholder's groups.

Stakeholders were given a brief presemtation about the
purpose and the methodology of the study and were asked io
compiete the data collection tool on the spot. Completed
questionnaires were collected immediately.

Results of the first questionnaire (part T} indicated that 30
issues were considered of high pnonty by more than 50% of the
resporxdents. These are exposed in the table VII-8,

Results of Part I are presented with different stakeholders
given the same weight. Considering the overal ranking of
stakeholders’ positions, fig VII-2 shows that options (1) and (2)
were perceived as relatively more feasible and sustainable than
option (3). About 60% of participants agreed on the feasibility of
option (1) compared to 57.5% and 24.2% for options (2) and (3)
respectively. Ondy 29.4% agree on the sustainability of option (1),
compared to 51.6% and 19.4% for option (2) and (3) respectively.
Disagreement responses were the highest for option (3) (41.1% for
feasibility and 29.3% for sustainability),



Table Vil-8: Issues identifted by more than 50°%% of respoadents as being of

high priority to be addressed by the reform

Health Reform shonld address in priesity: Hiph Priority
Answers (%)
1 Aim o timit the cost of pharmaceuticals 903
2 Attend to the quality of pharmaceuticals 371
3 Attend to the guality of inpatient services provided by government 35.2
hospitals
4  Emphasize preventive / promotive health services 83.6
5  Emphasize emergency medical services Bl.6
6  Commit to consolidation of the multiple funding bodies for health 79.6
services owned and / or controlled by the public sector
7 Attend to the issue of accountability of government owned and controlled 77.8
hezlth financing fimds
3 Attend to the issue of accountability of public hospitais and dispensaries 774
G Atend to the issue of accountability of physicians 75
I}  Expand the sense and feeling of security among patients 74.5
Il Antend to the issue of accountabitiry of pharmacists 74
12 Attend to the cost of medical services in government hospitals 2.7
13 Expand the sense of satisfaction amomg patients/clients 704
14  Attend to the cost of medical services in large hospitals 69.8
15  Attend to the issue of accountability of privete hospitals 685
16  Attend to out of pocket expenditures on medical services in large 62
hozpitals
17 Attend to the cost of medical services in the private sector 67.0
18 Attend ¢o the issue of accountability of mases 673
19 Attend to the issue of accountability of insurance companies and related 65.4
cooperatives
20 Attend to the quality of inpatient services provided by large hospitals 6l.8
21 Attend to the issue of accountability of paramedical staff 61.5
22 Attend to out of pocket expenditures on medical services in the private 60.8
sector
23 Enclose the use of generic medications where possible 60
24  Expand the sense of zatisfaction among physicians 353
25 Expand the sense and feeling of fairness in financing of health services 588
among all concerned
26 Attend to the quality of inpatient services provided by small hospitals 58.2
27  Attend to the issue of accountability of non-governmental dispensaries 56.9
28  Attend to the quality of outpatient/ambulatory carg services by 4.7
governments! dispensaries
20 Attend to the issue of accountability of privately owned diagnostic 53.7
facilities
30  Expand the sense and feeling of security among physicians and other 52.7

providers
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Most of those who did not agree, with the IRB {option 2 for
reform), were vather not sure (fig VII-3 and 4). “Disagree"
responses were spread in the lower half of each feasibility and
sustainability diagram (fig VII-3b and 4b). The absence of
aggregation in the "disagree" responses indicates that, in case 1RB
is adopted, a strong coalition of opponents is unlikely to happen.

Fig ¥11-2: Ascessment of the feasibility and sustainability of reform
aptions (all stakeholders)

100 - .. : 100 - - e . 100 4 -
: " . 50
&0
40

-40 :
60 ' : B0 80
50 _ 80 -80 _
Aol e s J Ty L I? e 00 - Fs -
Option 1 Option 2 Option 3
IF: Feasibility 8: Bustainability A: Apree D Disapree

Figures VII-3a and 4a show the lay out of agree responses,
that suggest possible future supportive coalitions, whereas the
analysis of "not sure” responses revealed the elemenis that are
arousing suspicion, to be considered in the reform strategy (fig
VII-3¢ and 4¢). Tt indicates also the indecisive stakeholder groups
that could be targeted if a promotion campaign is decided for
[ETSUasion.
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Mote detailed results are available through MOH including
tables, bar charts, and scattér diagrams reflecting “agree”,
"disagree” and "not sure” responses of stakeholders, regarding each
options feasibility and sustainability. The overall result was in
favor of both options (1) and (2) with a relative advantage of the
latter (IRB).

Consumers were not included as such in this stakeholders
analysis, which represents a serious limitation of the study. In the
absence of a formal Consumer Association at that time, the Socio-
Economic Council's position was sought. This council inciudes
representatives of civil society organizations, including
professional associations and trade umions. A brainstorming
session was held with the Health Commitiee of the Council
Following deliberation within the Council, Commitiee members
sent an official letter to the MOH giving support to the IRB option.

4-THE POSITION OF POLITICAL DECISION-
MAKERS

For a fong time, ambiguity has surrounded the pofitical
decision-makers’ positions. Merging of public funds became a
political slogan for successive Ministers of Health since the 1960s.
The political suppor: for the NSSF has been always explicit, while
implicit criticism and suspicions prevailed on many occasions. The
IRB proposal was formulated under the direction of Minister
Frangieh @ 1997. This option was welcomed by the
Intermimisterial Committee for Reform in its meeting on April 14,
2000. Minutes of this meeting (Registered on May 18, 2000 #
4090/7945 C)'® signed by the Prime Minister (President of the
Committee) and Minister of Health (vice-president) stipulates that
after a thorough discussion, agreement was reached on 4 issues.
The first was “Establishing a public funds’ beneficiaries database
within the MOH in collaboration with all concerned ministries, o
be updated electronically by an automated system through a
network that involves all the public funds™. This constitutes a first
step towards the implementation of the IRB option. The fourth
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point stipulates “Investigating further the possibility of delegating
to the private sector, through a bidding procedure, specialized
functions contributing to establishing a unified system". This
includes: “conditions of contracting with hospitals, tarification,
bills auditing and quality assurance®.

These decisions indicate clearly a high level of political
willingness to adopt the IRB option, through investigating further
its feasibility, and at the same time starting the #mplementation of
the very important first step of establishing a unified beneficiaries
database for all public funds. This step is also a prerequisite for the
bidding. It is worth mentioning, that for some political leaders, the
IRB option is considered as an important and necessary step by
itself for the implementation of option 1, and they gave their
support with this perspective,

When Minister Frangich took office agam in the MOH in
October 2000, he declared his commitment to the IRB option, and
assigned to the Director General the follow-up on the issue with
the new Ministers of Economy and Finance. By December 18§,
2000, both Ministers endorsed the IRB proposal considering it
feasible, sustainable, and compatible with the Government plan,

Following political endorsement, marketing of option 2 is
conceivable, aiming at enhancing the support of all stakeholders
and aeutralizing opponents. In order to be better targeted, the
marketing strategy should be based on a thorough analysis of
stakeholders’ positions as revealed by the up-mentioned study.

S-CONCLUSION

Reforming the health financing system in Lebanon has
already gone beyond declaring intentions and raising political
slogans. A pragmatic approach has been sought, and a sciemtific
sound process initiated. Three main scenarios were identified, and
for the first time, & stakeholders’ analysis was conducted aitning at
determining pros and cons vis-d-vis each scenario from the
feasibility anxd sustainability perspectives.
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This allowed excluding the third option (SHIP) that was
perceived as not feasible for launching, and unsustainable on the
long rum, by the majority of respondents.

Stakeholders’ opinions were mainly divided between
_supporting option 1 {(NSSF) and option 2 (IRB), with a relative
advance of the latter.

The IRB akernative is strongly supported by main political
decision makers mvolved in the Health Sector in general and in
Heailth Financing in particutar.

The analysis of study results revealed that no major
opposition would face an eventual government plan for
implementing option 2. Stakeholders' analysis allows the Ministry
of Public Health to promote such a plan by targeting specific
topics among identified indecisive or conservative stakeholders.
Engaging in option 2 could be considered as setting the ground for
expanding the NSSF coverage, should the Goverament decide in
the fidure to reach this objective.

Finally, despite declared positions and good intentions, one
should not underestimate the momentum of the current system and
its inertia potential. The lesson drawn by Kahn and Pollack'’ from
the history of health financing reform failures in the USA, is that
“proposed changes to health care financing can easily alarm
stakeholders, who may then erect roadblocks”. The authors
underlined that “the players came to the political process with
strong convictions in suppori of their first-choice proposal. For
each of these groups, their second-favorite choice was the status
quo. And indeed, the ultimate result of those efforts was the status
quo .7

In our case, option 2 got a slightly higher score than option
1 which represents an optimistic expectation about the evolution of
the current system. Eventhough option 1 states that the NSSF
would cover all the population, it could be easily reduced to
maintaining the status quo. Hence, the status quo remains the
major competitor of the IRB opfion.
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ANNEX
INTERFACE AND RESOURCE BODIES (IRB)

The IRB option is a variant of the Third Pariy
Administrator (TPA) model. It bets on upgrading the performance
of public funds by providing them with pertinent information,
credible technical assistance and a common approach in dealing
with providers.

MISSION

This option considers that for any sohmion to be
implemented, i has to be administratively and politically feasible
and thus has to carefully respect the auionomy of each fund.
Therefore, creating interface and resource bodies (IRB) assisting
these public funds and executing on their behalf some techmical
tasks would be a feasible alternative, on condition that IRBs
prerogatives do not englobe functions which might threaten the
identity of the existing funding agencies.

Aoc;urdjngly public financing functions were split into two
mnportant groups: “threatening” and “non-threatening " functions.




I -~

w 2 O

OZ=ZM={pmAE=

e ZR - rmPRAZQZ

1534

Fig 1: IRB alternative: vertical integration of threatening functions and
horizoutal integration of non-threatening functions
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Threatening functions inclide policy making, conceptional
and major decisions on: entitlement, benefits package, contribution
rates, waivering policies, and contracting with providers. These
issues that are critical for the identity and autonomy of the funding
agency will be kept in its hand, but related decisions would be
based on pertment information, unavailable for them under the
existing conditions. Providing the same accurate and timely
information by the IRB for all concerned agencies is crucial to
guide their policies, and to enable them for making evidence-based
and most likely similar decisions.



Non threatening functions are of 3 types:
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1- Operational tasks such as: establishing a wunified
database on beneficiaries, issuing a standardized health card,
providing prior authorization, ensuring conirol at the point of
service delivery and processing claims.

2- Analytical work such as: cost analysis and actparial

studies.

3~ Nermative functions such as: accreditation of providers

and case management protocols.

The same type of fanctions could be delegated by all
public funds to one independent body (IRB), in ordet to overcome

fragmentation, ensure

technical

suppott, generate needed

Table }: Camparison between the classical TPA model & IRB mission and

functions
T4 IRB
Dreciding on entitlement Risk selection {(underwriting -
processing}
Diciding on benefits package Limftations & exclusions Pravide evidence and
racommend
Setting contribution rates Risk based premiwms Provide evidence and
recommend
Collection of coniributions - +-
Conducting achrarial studies + +
Selecting providers & services + Pravide evidence and
recommend
Coentracting out + -
Contract termination + Provide evidence and
recotmmend
Client services - +
Issuing prioe authorizations + +
Tarification and payment + +
mechanisms
Reimbursement of providers + +
Claims processing & siditing + +
Bills deductions + +
Lhtilization pattersis assessment +- +
Case management - +
Cuality assurance - +
Accreditation - +
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information, and increase the efficiency of public financing. The
nature and the legal status of the IRB may vary for each type. For
example, operational and analbytical functions coudd be executed
by a private firm, whereas normative functions would better be
delegated to a body that incledes representatives of both providers
and financets as consensus building should be soughi.

This option intends mostly to rationalize health care
financing, increase the efficiency of funding and provision of
health services, and allow better regulation, quality assurance and
CoOnsumer emMpowermest.

Entitlement, coverage and benefit packages may remain
the same, for each fonding agency. However, in order to increase
accessibility to health services especially of the poor, the MOH
should strengthen the primary health care system. This would
compensate for not covering ambulatory care for the uninsured
and would allow shifting money for more cost effective means.

National Heafth Programs and Primary Health Care
Services would be delivered in collaboration with NGOs and
municipalities nation-wide. This would be based on the MOH-
NGOs experience starting from the network of already contracted
health centers.

An adequate referral system would help rationalizing
services utilization; whereby the PHC centers constitute an entry
point into the system, public hospitals function as “frontline
hospitals”, while reliance for tertiary care will remain essentially
on the private sector,

DISCUSSION

This IRB option developed in 1997'? is found to be in
accordance with the “guidelines for developing a viable proposal”
brought out later on by Kahn CN 3" and Pollack RF’, particularly
in maintaining current coverage levels, building on existing
structures and maximizing public funds.
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The fragmentation of health financing has its negative
impact on both cost and quality of health services. The weak
bargaining position of public funds that are dealing separately with
providets is responsible for the existing imbatanced relation with
the powerful Private Hospitals Syndicate and Physicians Orders.
Managing contracts with providers by institutionally weak public
fimds in the absence of pertinent informmtion, leads to abuse and
uncontrolled over-consumption of below average quality of
setvices. On the other hand, the nexistence of a database on
beneficiaries and ill-defined eligibilities, together with the
mdtiplicity of benefit packages, are leading to overlapping and
duplications of coverage.

Equal accessibility to health care, and regaining balance in
financing by using tax money to cover the poor are sirengths that
might be compromised by a drastic change.

Regarding the SHIP proposal (option i), and besides
overcoming, financing fragmentation, the purpose of creating one
compulsory public insurance, is to ensure equity in risk protection
by having every citizen contributing in generating necessary funds.
This is too ambitious considering the ill-organized administrative
and fiscal system. It will raise an endless debate around
contributions setting, and would require a cumbersome collection
sysiem.

On the other hand, financing health services that are
unaffordable by the poor by using taxes (MOH budget) remains
essential for enswing fairness in financing and equitable access.
The MOH contribution counterbalances the inequity in risk
protection, resulting from having more than haif of the population
uninsared. Being not enrelled with an  msurance scheme
necessitates complicated administrative authorization procedures
in the MOH. This should not necessarily hinder the accessibility to
expensive services that are worth the effort. Those complicated
procedures unexpectedly resulted in reducing (over) utilization of
the services, as is demonstrated by the much lower hospitalization
rate (8.4%) among those ebgible to the MOH coverage, compared
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1o other public funds. Nevertheless, the MOH hospitalization rate
should be interpreted with caution. It is calculated by dividing the
mumber of MOH-covered admissions over the total munber of
eligible. This total includes eligible persons who are not aware of

their righis or whe choose not to seek Ministry’s coverage.

Table 2: Strengths and weakliesses of the fragmented system model, the merger of fonds
model and the third party admisistrator model (IRB)

Fragmented System Merger of IRB
Fuonds

Sources of Funding: {Balanced) (Mot Clear} {Balanced)

Contributions ¥s ++ +++ ++

Taxes ++ + 7 ++
Risk Pooling + +++ ++
Economies of Scale . + 4+ 4
Evidence-Based Detisions - +7 4+
Efficiensy + +7 b+
EQUITY

In financing . 9 res

In access ++ +++ +++

In l']Sk mﬂmlm + + o+ ++
Competitiveness + - (Morapoly) +4+
Bargamning Power - + 4+ + +
bmnpact on Quality - + e
Political Feasibility ++ + +++
Position of Stakeholders ++ + +++
Consumer Protection + -+ R
Ideniification of Eligibility - +++ + 4+
Legistative Reform Needed for - +++ +
Implementation
Power Powerless Great Power  Decentralized Power
Systems’ Ability to Adapt with Flexible but passive Rigid Flexible and alert

Financial Crisis

Besides the doubtfil feasibility of merging public funds,
merger would lead fo the creation of a great monopoly preventing
competition among financers. It also necessitates a major
legislative reform and leads io a heavy bureancracy. However, the
merger model allows avoiding duplications and overlapping,
provides a powerful bargaining position and insures an optimal
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risk pooling. Manyunportantlssuessmhassettmgarﬂcuﬂectmg
contributions atd benefiting from government®s subsidies remain

undefmed. Most importantly, there s no guarantec that once
merged, the arising public fund would be better managed and more
efficient than the average public administration,

Merger of funds is the rational choice to achieve
economies of scale. Yet, the very low administrative cost (1.6%)
for the MOH, makes this issue less important. The same argument
is valid when considering the bargaining power with repard to
getting betier prices, where the cost per eligible person per year for
the MOH (80 USD) seems difficult to lower. However, the issue
of bargaining power becomes more relevant when talking of cost
effectiveness in a large sense i.e. improving the vafue for money
disbursed, especla]l}r m terms of quality of services provided. This
seems t0 be the major deficiency in the current system, yet the IRB
alternative remains the best choice.

The IRB model maintains balanced sources of funding and
respects the independent entity of each find allowing
competitiveness. It strengthens each find while the resulting
power semains decentralized, provides technical assistance,
enhances evidence-based decisions, and creates a framework for
regulation and quality assurance.

With regard to risk pooling, the issue should be looked at
from the source of financing standpoint. The NSSF, which is
financed mainly by contributions, is pooling 713,000 beneficiaries.
The other public funds are mainly financed by taxes and are
pooling 505,000 beneficiaries, whereas the MOH budget covers
1.9 milion entitled persons. Grouping similar functions of all
public funds including the MOH, and delegating them to one
agency would allow achieving econornies of scale.

In conclusion, the IRB alternative seems to preserve best
the acquired benefits mainly in terms of maintaining universal
access. It allows for enhancing efficiency and assuring guality
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without overloading the system. And most importantly, this option
seems politically, socialty and administratively quite feasible.
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