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1. INTRODUCTION 

A health insurance workshop was organized jointly by the World Health Organization 
Regional Office for the Eastern Mediterranean (WHO/EMRO) and the Health Ministers’ 
Council for the Gulf Cooperation Council (GCC) States. Over 40 participants from six GCC 
countries and observers from insurance companies attended the meeting, which was opened 
by H.E. Mr Hassan Mohamed Al Alkim, Under-Secretary for Health, Ministry of Health, 
United Arab Emirates. 

In his opening speech, Mr Hassan Mohammed Al Alkim thanked WHO for convening 
the meeting in Abu Dhabi. He said that this consultative meeting was timely, as many GCC 
countries were considering health insurance as an equitable alternative for health care 
financing reform. Countries wanted to learn from others’ experiences in order to better 
implement the planned policy changes. He hoped that the meeting would be helpful in the 
policy-making process in all GCC countries. 

In his address, Dr Hussein A. Gezairy, WHO Regional Director for the Eastern 
Mediterranean, thanked the Ministry of Health of the United Arab Emirates and the Health 
Secretariat of the GCC for their help in organizing the meeting. He outlined the objectives of 
the meeting: 

?? share experiences among GCC countries in health insurance development and 
strengthening; 

?? review international experiences in health insurance (social and private) and draw 
lessons on their strengths and weaknesses; 

?? discuss managerial issues related to health insurance development (management 
information system, capacity building, etc.); 

?? review various provider payment mechanisms and discuss appropriate incentives for 
cost containment. 

The meeting, he said, was justified by the various reforms which were taking place in 
all GCC countries in order to better adapt to new changes and challenges globally, regionally 
and nationally. In addition to epidemiological and demographic tra nsitions and their impact on 
health care costs, GCC countries were also planning to revisit the role of government in both 
financing and delivery of health care. 

Efforts were being made to reduce the burden of health care financing on government 
by shifting part of the costs to households and employers. Health insurance schemes were 
planned in the form of private and cooperative insurance for expatriate workers in GCC 
countries. However, most countries did not have clearly defined objectives for health 
insurance development initiatives. The consultative meeting was expected to provide an 
important forum for senior health officials to share views on health insurance development 
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initiatives and to make appropriate recommendations in this respect. Dr Gezairy called for the 
development of a network of GCC professionals to promote policy discussions on health 
insurance. 

Dr Abdel Ghafar M. Abdel Ghafour, United Arab Emirates, was elected as chairman and 
Dr B. Sabri, WHO/EMRO, took the role of general rapporteur. 

The meeting included country presentations and papers on the following important 
issues: 

??design and practice of social health insurance 
??international experiences in social health insurance, the case of Japan 
??management information systems 
??provider payment mechanisms 

2. TECHNICAL PRESENTATIONS 

2.1 Social health insurance: design and practice 
Dr Guy Carrin, Senior Health Economist, WHO headquarters 

Dr Carrin started his presentation by reviewing the functions and goals of health 
systems according to the new WHO framework for health systems. He highlighted the 
objectives and principles of health insurance and the differences between social and private 
insurance. 

There are three subfunctions in health insurance: mobilization of resources, pooling of 
resources and purchasing. 

a) Mobilization of resources 

Mobilization of resources is through primary sources (households and enterprises) and 
through secondary sources: (government and donor agency). The basic mechanisms are 
prepayment via general or earmarked taxes and social health insurance contributions. 

Strategic design 

It is important to define if the scheme is compulsory or voluntary (starting for some 
groups and to be extended to others), family or individual insurance. Also it is important to 
define the level and structure of insurance contribution (e.g. payroll tax, self-employed 
contribution); the structure of co-payments also has to be identified (level or percentage of 
cost). 
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Structural arrangements  

It is important to know who will receive the funding (e.g. Minis try of Finance through 
taxation), beneficiaries have to be identified (family or individual insurance) or through social 
insurance organizations and insurance schemes. A key concern is related to implementation: 

?? timing and collection of revenue may be affected by the agricultural cycle in some 
countries 

?? there is a risk of evasion of health insurance contribution (legal enforcement is needed) 

?? political and economic stability remains an important prerequisite  

b) Pooling of resources 

Pooling is different from revenue collection, e.g. the saving account in Singapore is 
different from pooling as funds are secured for individuals and not pooled for all the insured. 

Strategic design 

It is necessary to decide if it is a single pool or multiple pools with separate funds for 
different subgroups (for men, workers, servants, dependants, and enterprise-linked fund). 

Structural arrangements  

It is necessary to know if there is a choice between pools and competition.The 
differences are usually related to administrative arrangements and not to the level of 
contribution. The risk is to target low risk by some funds by excluding high risk persons and 
targeting healthier groups. There is a need to have an equalization mechanism to transfer 
funds between pools in order to provide subsidies to pools with low contribution (i.e. elderly, 
patients with some specific diseases, etc.). Some funds end up by merging to reduce 
administrative costs and for economy of scale. Such a function is part of the stewardship role 
in health systems (legal enforcement framework). 

c) Purchasing 

Purchasing aims at allocating the pooled resources through budget procedures and 
contracts with providers. Examples include purchasing and contracts with primary care 
general practitioner groups in the United Kingdom. In some countries individuals will buy 
their services directly from providers and will be reimbursed by insurance firms. It is 
important to know how we purchase services. 

Strategic design 

It is important to get the benefit package for the insured (e.g. primary care drugs and 
other services). Dental care and medical appliances are often excluded in some schemes. 
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Structural arrangements  

Purchasing agencies can be integrated with the policy or provider agencies (i.e. U.K.) or 
separate. 

In order to protect quality, regulatory tools are needed as part of the overall steering 
function of the insurance fund.  

d) Social functions of health insurance 

There are many forms of social health insurance according to political and social 
contexts. The main common objective should be to ensure fairness in financial contribution. 
For countries using general tax financing systems, the following options are often 
implemented in order to deal with budget constraints: 

??reduction of benefit package (i.e. rationing) 
??user fees in order to reduce abuse of “free” services. 

For countries with weak financing through general taxation: subsidy to vulnerable 
socioeconomic groups could be considered as an option.  

Social health insurance for formal workers is financed, through contribution from 
employees and employers. Services are provided to the covered population through structured 
insurance schemes (i.e. civil servants, private sector etc.). Such insurance schemes could also 
be supplemented by mutual funds and private insurance. In some countries health insurance is 
also provided by charitable institutions. 

The Government is supposed to play an important role in streamlining social insurance 
as part of its social responsibilities. Efforts should be made to strengthen managerial 
capabilities of social insurance funds and to protect equity and social solidarity.  

e) Challenges facing social health insurance 

Social health insurance programmes should be compulsory in order to avoid adverse 
selection and to generate necessary resources. Efforts should also be made to design and 
implement appropriate incentives for the providers of services. Such incentives, including 
contractual arrangement with providers (capitation) and timely reimbursement, are meant to 
contain and control costs of health care services. Social health insurance programmes should 
aim at securing extended coverage for workers in the informal sector and for self employed. 
The government could be the insurer of the poor and should play its full role in regulation and 
to set cost-containment policies. 

f) Case study: Columbia  

In the early 1990s, clear improvements took place in health status in Colombia but 
equity was a serious concern. 34% of the population had no access to health care and people 
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spent 18% of their income as out -of-pocket expenses. The IMR was about 200 per 1000 live 
births for low income groups. The infant mortality rate (IMR) was about 200 per 1000 live 
births for low income groups. The main features of health insurance were duplication and 
fragmentation. 

The constitutional reform in 1991 set objectives of universality, solidarity and 
efficiency, and a Social Security Law enacted and a National Health Board established. The 
latter is a quasi-governmental institution aimed at steering the social health insurance system.  
Its members are appointed for 3 years to ensure stability.  

Services were shifted from the Ministry of Health to regional authorities and various 
providers monitored by superintendacia. A national health fund to collect and allocate 
resources was established. Social transfers were arranged to help in protecting the poor. 

The population covered expanded from 5 million in 1993 to over 23 million in 2002 
including 9 millions in a subsidized regime. The expansion was more important among the 
poor classes of the society.  

g) Discussions 

The discussion which followed the presentation highlighted the main important features 
and concerns with respect to social health insurance development and strengthening. Policy 
options to develop social health insurance should reflect the societal values of equity and 
solidarity. The role of government in protecting the poor and vulnerable population is 
important through financing and equalization mechanisms (social transfer). 

Benefit packages should be clearly defined according to the financial ability to sustain 
social security schemes and to the service delivery capacity.  

The Government should play an active role in stewardship in order to better regulate the 
insurance system and to control and improve quality of services. 

Professional associations and unions should also be involved in such initiatives. 

2.2 International experience in social health insurance: the case of Japan  
Dr Akido Maeda, Senior Health Economist, World Bank  

The evolution of social health insurance is related to the history of the political system 
of Japan. Japan enjoys the best health indicators among Organization for Economic 
Cooperation and Development (OECD) countries. Spending on health represents 7.6% of 
gross domestic product (GDP), 78.3% of which is public spending with per capita spending 
US $ 2283. Japan has an unusual trend of long average stay for admitted patients in the 
hospitals but has managed to contain costs since the 1980s. 

The Japanese system has evolved since 1905 when the first insurance society was 
established. In 1926 social insurance for large firms and municipalities was established. In 
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1938/39 community-based insurances were developed, and after 1948 government employees 
started to be covered. In 1961 universal coverage was achieved and in 1973 elderly health 
insurance became free of charge. In 1983 geriatric health action with some co-payment was 
instituted as part of long-term care insurance covering nursing care and home care. Strong 
medical provider groups throughout the country have prevented the development of a national 
tax-financed system. 

Equity and solidarity are valued in Japan but social contribution is preferred to the 
welfare state. The main characteristics of social health insurance in Japan are: 

?? pluralism (many small pools) 
?? compulsory enrolment 
?? employment or residence-based 
?? no option for opting out (to prevent adverse selection) and no moving between pools 
?? proportionality of premiums to income (progressive) 
?? a hybrid of social health insurance and national health systems 
?? egalitarianism (because of subsidy) 
?? freedom of patients’ choice of providers 
?? high co-payment (10%–30%) 

Social health insurance provides services to both employees and their dependents. 
Employees contribute by paying 7% of their monthly wages. Premiums are set according to 
income. 

Insurance is managed by government municipality and some corporations. Self-
employed and unemployed are covered by insurances run by municipalities while government 
manages assurance schemes for small companies. There is a special plan for the elderly 
population (70 years and above). 

The resources are pooled nationally and there is a national institution for reimbursement 
of health care providers. Insurance claims are efficiently processed though not fully 
automated.  

For Government mana ged social health insurance, co-payment is 10–20% for outpatient 
services. For community managed insurance, co-payment is 30%. For elderly there is no co-
payment but patients have to pay a flat charge of US$ 4 per admission and US$ 8 a month for 
outpatient services. 

Benefits are comprehensive, including both curative and preventive services. The 
insured are free to seek the providers of services and the referral system is not well organized 
(no gatekeeping role for primary health care physicians). 
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2.3 Provider payment mechanisms in social health insurance schemes 
Prof. Dr R. Andreano, WHO Consultant 

Dr Andreano started his presentation by introducing the United States of America’s 
system of provider payment, the evolution of which was shaped by policies, incentive 
structures and the complexity of health care spending. Before 1965, when Medicare was 
instituted, the USA used to spend 5.5% of GDP on two major vulnerable groups: the elderly 
and the poor. The former were insured from 1965 by Medicare and the latter from 1967 by 
Medicaid. These funds were administered by states and the federal government. Most of the 
populations were insured by the Blue Cross Society using community rates (pooling of risks). 
The focus became on government (state and federal). The physicians had opposed the plan 
since1954, calling it socialized medicine. 

A new system set a method of payment (relative value scale) for physicians and for 
hospitals dealing with the elderly which was more generous. The method of payment of 
physicians made the situation worse. The problems relate to disagreement about the objectives 
(life expectancy, equity, efficiency, etc.); in 1992 there was a momentum to head for universal 
coverage. Also the system is very expensive and inequitable and Medicare benefits are not 
portable. 

The main message of the experience is how to pay providers in the health system. In 
this system physicians govern how the system is going to operate and what it costs. The key 
issue is incentives in the provider payment mechanism. Allowing salaried physicians in the 
public sector to earn additional income from private practice has a negative impact on quality 
of care. It is important to know the cost of production through costing and cost analysis. 

In the discussions it was concluded that private insurance may not be a good option as it 
may increase costs of health care. There is a need for dialogue between physicians and 
economists, and a need to develop costing and cost analysis in health systems. 

2.4 Market failure, pharmaceuticals and insurance regulation 
Dr N. Kumar, ABT Association  

The main market failures are of four kinds: 

?? adverse selection with little risk pooling leading to collapse of health insurance 
?? risk selection (poor and handicapped are excluded) 
?? monopoly or cartel with exc ess profit, poor quality product and under-production 
?? moral hazard with high costs with over use of services. 

The correcting measures for adverse selection are compulsory involvement and life time 
involvement. Tax subsidy and education are not effective. The correcting measures for risk 
selection are open enrolment, community rating, offices set in the fourth floor of building to 
select elderly population. The correcting measures for monopoly are anti-trust laws. The 
correcting measures for more hazard are gatekeepers, deductibles and co-payment. 
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The health care expenditure for the elderly outpaced GDP growth rate by about 4% per 
year in the United States of America (demography accounts only for 1% of the difference in 
growth rate). The increase in health spending is explained by the rising age of the population 
and by the use of new biomedical technology.  

Regulation in health insurance systems aims at: 

– standard setting 
– protecting consumers and providers 
– securing against insurance insolvency 
– ensuring fairness in marketing of products and in handling claims. 

The discussion focused on ways and means of managing market failures in health 
insurance. Particular emphasis should be put on regulation and the role of government 
through its stewardship function. 

2.5 Steps in designing health insurance policies 
Dr Belgacem Sabri, Director of Health Systems and Community Development 

Dr Sabri highlighted the importance of stating clear policy objectives including 
reference to societal values such as equity in access to health care and social solidarity 
(takaful). Particular interest should be paid to the need to protect the poor and vulnerable 
population through cost subsidies and other equalization mechanisms. 

Policy options should be supported by evidence as much as possible generated by 
available data on the size and structure of the population to be covered, on the providers of 
services in both public and private sector and on existing insurance coverage (private medical 
insurance). Data from household expenditure surveys, national health accounts and costing 
studies are also helpful.  

Once the policy options are agreed upon through negotiation with various stakeholders 
preparatory steps should be implemented. Such preparation should include development of 
legal support (laws and byelaws), some feasibility and actuarial studies, capacity building and 
social marketing of the reforms. Transitory arrangements are to be considered.  

The design should also highlight the incremental approach for implementation and 
development and should define the criteria for monitoring and evaluation of the planned 
insurance schemes. 

3. COUNTRY PRESENTATIONS 

3.1 Bahrain 

On 10 December 2000, the ministerial council approved the principle of setting a 
system of health insurance for non-Bahrainis and instructed a ministerial committee 
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composed of representatives of the Ministry of Finance and Ministry of Health. The policy 
ensures comprehensive, accessible and affordable primary, secondary and tertiary care for the 
population of Bahrain. Health care is provided free of charge to all Bahraini citizens and is 
heavily subsidized for expatriates. Bahrain has a small population of 660 000, 60% of whom 
are Bahraini. The population is relatively young: the age group 15–44 years represents 57% of 
the total; those over 65 years account for 2.2%. 

The country is going through an epidemiological transition. The pressing reasons for 
health insurance development are: escalating cost of health care and population growth at 
2.9%. 

Spending on health rose from BD 9 million in 1981 to BD 61.3 million in 1999. The 
shift to primary health care has not materialized as illustrated by resource allocation in the 
health system. 

?? Total spending on health   US$ 281 million 
?? Ministry of Health spending on health  US$ 1623 million (70%) 
?? Ministry of Health spending as % of   8.7% 

government spending (constant for 
20 years because of government 
commitment) 

?? Total spending     4%–5% of GDP 
?? Per capital total spending   US$ 470 

In a study carried out by a private consultancy firm (KPMG), it was estimated that the 
insurance business for the expatriate population is worth US$ 50 million. The annual increase 
in demand for health services is 12%.The annual increase of Ministry of Health budget is 
3.5%. Current Ministry of Health user fees are BD 30 for a primary health care visit for non 
registered persons, BD 3 for accident and emergency and comprehensive fees of BD 50 to BD 
150 for operations, and BD100 for delivering.  

The objectives of insurance reform are to: 

?? secure full cost recovery for services provided to expatriates 
?? encourage a private market for health care 
?? improve competitiveness of Bahraini workers. 

However, some concerns were also raised, particularly in relation to increased demand, 
deteriorating quality, cost escalation and equity. 

Insurance should be compulsory and emergency care for life-threatening situations will 
be provided irrespective of insurance coverage. Insurance will be managed by insurance 
companies which will buy services from public and private providers. The insured will also 
have co-payment in addition to the premium, estimated at US$ 200 per year. Efforts should be 
made to plan for investments to be made in view of insurance development. 
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3.2 Kuwait 

Kuwait has a population of 2.2 million (62% non-Kuwaitis). The Ministry of Health 
spending on health is 6.5% of the national budget (KWD 130). Services are provided in six 
districts. The private sector comprises: 554 beds in six general hospitals (11% of total country 
beds), 7 medical centres, 7 dental centres, 126 private clinics, 17 dental clinics. Most of the 
workforce is expatriate. 

The health insurance reform aims at reducing government’s share in total health care 
financing while reducing abuse of free public services. The expected benefits are to 
rationalize the use of publicly provided services, to improve fairness in financial contribution 
and to encourage private sector growth. 

A law was adopted by the parliament in 1999 and implementation started in 2000. 
Insurance coverage will be provided through mediator (third party) and through provision of 
direct services by the Ministry of Health’s facilities. It should be mandatory and should 
include co-payment. A basic benefit package is to be provided to the insured population and 
efforts should be made to protect quality in-service delivery. At present five national insurance 
companies are expected to cover 57 450 insured for the coming four years. 

In the discussions, issues related to actuarial studies, premium setting, definition of 
basic benefit package and monitoring of insurance companies were raised. 

3.3 Oman 

The population of Oman is 2.325 million over 20 health regions and 59 wilayats. The 
expatriate population is 26% of the total population and life expectancy is 72.5 years. 

Government is providing universal access to quality health care for all the population. 
However, the cost of health care is rising (127.3 million Omani Rials in 1997, 146.5 in 1999). 
Spending by the Ministry of Health represents 5.6% of government budget. The introduction 
of user fees in 1997 led to a drop of outpatient services (12 million in 1997, 9.8 million in 
1999). The services are mainly provided by the Ministry of Health as the private sector is 
relatively weak.  

Expatriate use of health services is 48% in terms of outpatient services. They pay the 
full cost of consultation. In the case of traffic accidents the charges are covered by the 
insurance companies. The private sector is growing (491 private clinics, 65 specialized 
clinics) and there are 311 private pharmacies employing 1842 staff. 

Oman is watching developments in neighbouring countries before embarking on 
reforms related to health care financing. 
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3.4 Qatar 

Qatar has a population of 600 000. The health care system comprises 1285 active beds 
with annual admissions of around 44 236 and occupancy rate of 70%. Emergency visits are 
260 000 per year. 

The cost of health care is increasing. The Government has initiated, in collaboration 
with WHO, some feasibility studies to initiate social health insurance. 

3.5 Saudi Arabia 

Saudi Arabia is the largest GCC country with a population of 21 million (7 million non-
Saudis). The working population is 12 million of whom 70% live in urban areas. Average 
annual growth is 3.7%. Health services are provided by 11 major institutions in the public 
sector. The private sector is growing through government incentives. Health expenditures are 
estimated to be US$ 300 million (5.7% to 8% of GDP); 80% of spending is public. The 
Ministry of Health budget is 10% of total government spending. 

The development of health insurance is justified by the need to reduce the burden of 
government spending and to make efficient use of publicly provided services. The scheme 
was adopted in 1999 and it included a defined benefit package. Coverage will include first 
non-Saudi citizens prior to its extension. 

Some preparatory work is under way to develop a legal framework in line with shari’a 
law and to initiate the necessary administrative arrangements to manage social health 
insurance (cooperative). 

Preparatory steps  include Actuarial studies to determine pressing needs, management 
infrastructure, buy-in by stakeholders, and an insurance board. The cooperative Health 
Insurance Council is composed of representatives of all interested parties. 

3.6 United Arab Emirates 

Provision of health care is done by federal and local governments and the private sector. 
Government services are provided by the Ministry of Health, Ministry of Interior, and 
Ministry of Defence. Local government services are provided by Abu Dhabi and Dubai.The 
private sector is well developed with private hospitals, health centres and clinics. 

There is one health centre per 33 000 population in Abu Dhabi (government sector) and 
19 private hospitals. The UAE was the first GCC country to introduce the use of health cards 
as a sort of cost/risk sharing for both nationals and expatriates. Studies have been carried out 
to reform health care financing through development of health insurance through Ministry of 
Education, Ministry of Finance and the private sector. Existing private insurance companies 
are lobbying to erect barriers to entry of the insurance market for other private insurance 
companies. In this regard the role of the Government is of utmost importance, particularly in 
regulation. 
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4. RECOMMENDATIONS 

To countries 

1. Countries should refine the policy options for health insurance and should state clear 
objectives grounded in societal values. 

2. All stakeholders should be involved in the policy debate (government, private sector, 
insurance, beneficiaries). 

3. Ministries of Health should play a leadership role in policy development, in preparation 
for implementation and in design of health insurance options. 

4. Ministries of Health should strengthen their stewardship function (regulation, quality 
assurance, and improvement) through training and technical expertise. 

5. Ministries of Health and insurance organizations should express their needs for 
technical assistance and capacity-building to WHO which should coordinate with the 
International Labour Organization and other partners (ABT, World Bank, etc.). 

6. Senior officials dealing with health insurance and other health care financing reforms 
should establish a sub-regional network to be supported by the GCC health secretariat 
and by WHO. 

To WHO 

7. WHO should provide technical assistance to countr ies in designing policy options, 
capacity building and assessing financing reforms. 

8. WHO should facilitate exchange of experiences among countries of the Region in the 
field of health insurance development and strengthening. 
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WHO/HQ 
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13:00–14:30 International experience in social health insurance: the case of 
Japan, Dr Akiko Maeda, World Bank 
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08:00–09:30 Provider payment mechanisms in social health insurance schemes, 
Prof. R. Andreano, University of Wisconsin 
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Conclusions and recommendations 
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Dr Abd El Zahra Abdallah 
Mr Mouafak Ghazi 
Mr John Malkon 
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Dr Hachem El Zein, WHO Representative, Republic of Yemen 
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