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"Abstract
This thesis examines the problems of health financing and the emergence of Mutual
Health Organisations under the health sector reforms in Ghana. Governments of sub-
Saharan Africa region have embraced the Community-based health insurance
schemes concept under the health sector reforms, with momentous enthusiasm. They.

- believe that these newly emerging health financing arrangements could easily be

- utilised as platforms for initiating Social Health Insurance strategies to reach the
economically deprived people. Without such schemes, citizens would become poorer
because they would have had to dispose of their family’s wealth in order to treat a
member who falls sick. Ghana, a developing country in West Africa has introduced a
National Health Insurance Scheme, which is fused with Social health insurance and
Community-based health insurance schemes. This study examines pro-active plans to
address the financial viability of the schemes, to prevent them from going insolvent,

The study generally, investigates health sector reforms in the context of Ghana. Four
operating District Mutual Health Insurance Schemes (MHOs) were selected using
- geographical locations, among other criteria, as case studies. Data was gathered
through interviews. The findings of the empirical study were analysed and interpreted
using social policy and community field theories with the support of available
documents. The evidence from the study concludes that government’s intervention
(implementation of NHI Act 650) has increased and expanded the membership base
of the schemes: from small group-based to district-wide schemes under the ambit of
the District Assemblies. However, such intervention has equally led to diminished
community initiatives in establishing, and the complete collapse of the original small
group-based schemes The study also finds among other things that:

1. The ﬁnancial& viability of the schemes depends on the provision of long-term
government subsidy. However, they may not be financially viable beyond
subsidy-funding due to uncontrollable high utilisation rate, occurrence of
health insurance fraud, moral hazard and associated exorbitant claims made on
them by health care providers. 4

2. There are problems with late release of reimbursement funds for discharging
with claims by the central government. This has impacted heavily on the
financial and strategic management and decision - making processes of health
institutions in the operating districts.

3. Hecalth managers are unable ‘to fulfil their contractual obligations to their
suppliers as their capital funds are locked up with the Mutual Health
Organisations that are also unable to provide front loading for the health
~providers even up to a perlod of three (3) months of thelr financial operational
requirements, .

4. There is therefore, a perceived tension between the schemes and the health -
institutions as the health institutions prefer to treat clients who come under the
‘cash and carry’ group since they provide prompt payment; to the detriment of
insured clients whose reimbursement is delayed causing the institutions to be

* cash-trapped. This is recommended for immediate attention.
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CHAPTER1
INTRODUCTION

1.0. Background to the Study ‘

This chapter introduces the study under consideration. It begins with the b'ackgli‘ound
to the study, which is followed by the statement of the problem. These are followed
by the rationale, aims, objectives and research questions. The outline of the entire

study is also presented diagrammatically.

The mutual health organisations phenoménon emerged in Africa in the latter part of
1980s and early 1990s; as a rapid response strategy to ameliorating the health
financing crisis. The enthusiasm with which developing countries, especially, those
in sub-Saharan Africa have embraced this concept as a newly emerging institutional
arrangement -for ﬁnancing and increasing access to quality and modern health care
services has been momentous. This has been,boostéd by the fact that governments
believe that the schemés could easily be utilised as platforms for initiating social
health insurance strategies to reach econdmically deprived people (Carrin et al., 2001;
Poletti ef al., 2007). Without such schefnes,. citizens would become poqrér because
they would have had to dispose of their family’s wealth in order to treat a member
who falls sick (Medici Con L’Africa, 2001; Criel, 2001). Ghana, a developing
country in West Africa, has introduced a National Health Insurance Scheme (NHIS),
which is fused with social health insurance and community-based health insurance
" schemes (MOH, 2003d, 2004b). This study examines pro-active plans to address thé

financial viability of the schemes, to prevent them from going insolvent.

| 1.1. Statement of the Research Problem »

As governments seek to provide equitable health td their people, it is obvious that
there are major difficulties, especially, as there are no strongly deVeloped social and
public administration structures in place (Carrin et al., 2005; Criel et al., 2005)..
Therefore, lack of access to reasonable and efficient health care is a méjor problem
(Meessen et al., 2003; Frenk et al., 2006; .McIntyre et al., 2006; van Doorslaer ef dl.,
- 2006; Jacobs et al., 2008). In the light of the above, McIntyre and Gilson(2005),
“suggests that it would be best to devise an equitable health financing strategy that

takes into account the background of a continent crippled by poverty like Africa.

1



However, Mills et al. (2001), ar.gue thatvit is difficult to understand the way
bureaucracies work without relating them to the wider_ societal relations and the
institutional conditions within which they are implanted. Particuiarly, in most
developing countries, the role of the state in the health sector has normally sought to
weaken civil society and subdue private and community initiatives (Mills et al.,
2001). | |

The problems of health financing led to the implementation of health sector reforms
in the 1980s in most sub-Saharan Africa countries, including Ghana. Under the health
financing reforms, cost sharing and risk sharing were recommended as alternatives
(Frenk, 1994; Berman, 1995; Collins et _al.; 1999). The implementation of cost
‘sharing or user fees policy has caused a lot of anxiety amongst governments and
policy makers. However, there are inadequacies in i'mpler‘nenting system-wide risk

sharing or formalised_social health insurance (Arhinful, 2000).

, There have been considerable discussions on the way forward. One of the options put
forward under the reforms which aims to ameliorate the problem is community health
" insurance schemes or mutual health organisations strategy, which is largely, inspired
by the European cxperience with social health insurance (Brouillet er al., 1997; Dror
and Jacquier, 1999; Ndiaye et al., 2007). Nevertheless, the greatest challenge faced
by these mutual health organisations is how to ensure their financial viability. Since
financial viability is also influenced by other factors such as the institutional
framework and social dynamics of the communities within which they opefate, these
are examined empirically in this thesis to demonstrate how there could be a successful
interplay between thém in order to guarantee the overall sustainability of the mutual

health organisations.

1.2. Rationale of the Study |

This study is undertaken for a number of reasons. To start with, the area of finance
and financial viability of the mutual health 6rgénisations have been minimally
explored. ~ As these are importémt issues, it ‘is_ undeniable that they impact upon
decision-making processes. Similarly, althbugh there are a number .of studies of
mutual healthorganisvations in Ghana, these had only minimally explored the financial

‘issues in the context of their Viabirlity (Ati'm et al., 1998; Atim, 1999;. Arhinful, 2000;
5 .



Atim and Sock 2000; Atim et al., 2001a, 2001b, 2001c; Anie et al, 2001;' Dablu,
2001; Aikins, 2003;- Arhinful, 2005). The studies do .not also consider the
professional expertise available to the organisations to manage funding or their
capacity to raise sufficient Afu}nds from members as well as making prudent'ﬁnanciél

_ decisions, in an economic environment of considerable uncertainty like Ghana’s.

The mutual health organisations are not health care providers per se. They are
considered as' financing mechanisms that can enhance health care délivery by
providing financial access to their members (Atim, 1998, 2000). With the exception
of a few studies, the area is not Awidely‘ explored and they have not been developed
even .though’ the Ghana National Health Insuranée Scheme (GNHIS) has established
District and Municipal Mutual Health Insurance Schemes (MOH, 2003d, 2004b).
Therefore, the Vélue of mutual and social health financing needs to be analysed to
reduce the health financing burden. The predominanf'issue is to assess.the
contributions that the emerging mutual health organisations could make and are
making to address the health financing crisis crippling the health sectors of most
~ developing countries based on Ghana’s éxperience (Atim, 1999; Jakab and Kn'shnan,
2001; van Ginneken, 2002; Carrin e al., 2005; Franco et al., 2006).

In addition, it was envisaged that exploring such schemes would bring out ~advantages
and disadvantages of use considering the fact that such schemes are very informal in
nature (Jacobs et él., 2008). They can attract people mostly in the informal sectors of
the economy (Musau, 1999; Bennett et al., 2004; Chankova et al., 2008). Exploration -
“also -involved ~identifying regulatory framework that would enhance their
sustainability as well as safeguard investment (Kutzin and Barnum, 1992; Barnum
and Kutzin, 1993). Since the ‘cllebate .about healthvﬁnaﬁcing has always been centred
on the need to ensure equity in health care delivery, it was anticipated that the mutual
health érganisations could contribute o achieving such a réaliéation (Atim et al.,

1998; Ranson, 2002).

The earlier studies on Ghana were conduéted at a time when the gdvernment played a
limited role in the management of mutual health organisations (Foster, 2007; Jacobs
et al., 2008). Since the introduction of the National Health Insurance Act 650 in
March, 2004 with the Legislative Instrument (L.I. 1809) the government of Ghana has

3



played an active role. It was important therefore, to examine what impact this has had
~on health financing, financial viability and the operations of the mutﬁal health
. organisations. _‘ Even though the running of some of the schemes somehow remains
yoiuntary, the mutual health organisations are now part of the widef-system of
governance and must respond to the demands of the new National Health Insurance
Act 650 (MOH, 2003d, 2004b).‘ “The study, therefore, examines how the mutual
~ health organisations had managed to react to the influence brought to bear upon them

" by the new regulatory framéwork in Ghana (Ron, 1999; Basu et al., 2005).

’Fuﬁhermore, the studies - conducted in Ghana had not considered the authentic‘
| influence of social dynémiés in the development, promotion and sustainability of the
mutual health organisations. The implications of the role of traditional leadership,
effective community dynamics and their consequential influence on policy
-implementation had not been explored. Consequently, the study builds on earlier
work. It refines the ideas in the previous sfudies in the light of these underplayed
factvo‘rs. The current study aims to contribute to the liferature on health sector reforms
in general and health financing strategies in particular. It was also needed to assess
the contribution of the emerging mutual health organisatioris to address these health
financing problems in Ghana in particular, and in Africa in gen’eral (Develtere, 1993;
Atim, 1999; Atim et al., 2001a). |

Additionally, my personal interest and experience in health financing and health
administration were motivating factors for this study. I had worked in the Ghana
health sector and had established a useful relationship with the mutual health
~ organisations in Ghana. Therefore, the insight ‘gained into the ever increasing
| problems of héa_lth administration and health financing facing' developing countries
especially, Ghana, provided the impetus needed for such a study. Reflections oﬁ fny
experience helped to bring greater understandings to the discussions on the way
forward in identifyihg' a viable health financing mechanism as well as providing
suggestions for sustaining the emerging'mutual health organisations (Johnson and
Duberley, 2000). ' '



1.3. Aims of the Study

The study aims to review the health sector reforms in the context of developing
' countries. . More specifically, it analyses the problems of financial access to health in
‘sub-Saha'ran Africa and the financial, institutional and social dynamics of mutual
health organisations as innovative and newly emerging mechanisms seeking to help -

resolve these problems in Ghana.

1.3.1. Objectives

In order to achieve the above aims, a number of objectives are pursued. These are to:

1. Describe and analyse problems of financial access to health in developing

countries, especially, sub-Saharan Africa.

2. Evaluate the reforms in the health sector and the emergence of health
ﬁnancing schemes, especially, mutual health organisations, as innovative new

mechanisms seeking to help solve the above problems.

3. Critically evaluate the financial viability and performance of mutual health

organisations as mechanisms to enhance access to quality health care.

4. Investigate the impact of institutional framework such as the National Health
Insurance Act 650 (MOH, 2003d) on the operations of mutual health
organisations to assess the evolution of the system within an institutionalised

context.
5. Investigate the effect of social dynamics on the performance of mutual health
‘organisations to show the influence of community wealth (social and human

capital) and community leadership on policy implementation.

1.3.2. Research Questions

Specifically, the following questions are examined through empirical research:

. 1. Are the mutual health organisations financially viable?



2. How does the institutional framework influence the financial viability and

performance of the mutual health organisations?
3. To what extent is the participation of government affecting health financing?

4. How do the role of community leadership and social dynamics improve the
performance of the mutual health organisations as well as enhance the

acceptance of government policy?

5. What are the problems faced by the mutual health organisations or health

financing? S

- 6. How can the financial viability of the mutual health organisations be

improved?
- These are importan't issues that form the basis of this research.

1.4. dutline of the Thesis

The entire study is presented pictorially in figure 1.1. This Achapter_ is an introduction
to the study. Chapter two (2) presents an énalysis of the problems of health ﬁnéncing
in sub-Saharan Africa within which Ghana is located. The chapter also reviews the
literaturé on the theory and delivery of the health sector reforms adopted in sub- N
' Saharan Africa. The prdblems associated w.ith the implementation of user fees and
‘the constraints to adopting social health insurance on a wider scale have been
enumerated. Chapter three (3) is a review of literature on theory and delivery of the
mutual health organisations. The issues impeding their sustainability are identified

- through previous studies.

Chapter four (4) discusses the theoretical framework used to inter;;ret the findings of
the empirical study. The neo-claséical economics and new -institutional economics
theories are first and foremost discussed But rejected és basis for the interpretatidn of
the empirical findings of this study. Since one particular theory cannot explain the

health sector reform, reference is made to both social policy and comrhunity field



theories. In chapter five (5) the background to the general issues of the Ghanaian

environment: ecological, political, economic and social are enumerated.

Chapter six (6) discusses the health sector reforms in the cohtext.of Ghana. Here, an
attempt has been made to review the institutional, human resources and financial
reforms in the Ghana health sector. ‘A brief discussion is given of the Ghana National
Health Insurance Scheme under Act 650 implemented in 2004, which has facilitated
greater government involvement in the operations of the mutual health organisations.
Chapter seven (7) discusses the emergence of , mutual health organisations with

particuiar reference to Ghana. Here, the stimulus and different stages of their
evolution have been explained. Chapter eight (8) presents the research methodology.
Thus, it provides an insight into the philosophical paradigm underlying the research,
which led to the cﬁoice of the qualitative research methodology, case studies method
and interview approéch for the empirical study carried out in Ghana. This is

supported by quantitative research methodology.

Chapter nine (9) is a discussion of the first part of the case results of the empirical
study éonducted on the four mutual health organisations in Ghana. This parf
examines the performance of the mutuai health organisations on the basis of their
operations. There is a brief description of the mutual health organisations used for the
in-depth case studies and how they are operating under the National Health Insurance
Act 650 (MOH, 2003d). Chapter ten (10) examines the second part of the case results
of the empirical study. Here, the irnﬂuence of external agencies on the performance of

the four mutual health organisations is explored.

Chapter eleven (11) is the analysis and discussion of the empirical findings as.
interpreted within the theoretical models of social policy and community field
theories, underpinning the entire study. Here, the successes and the challenges of the
mutual health organisations are critically discussed on the basis of thesé theories.
Finally, chapter twelve (12) is-a conclusion of the entire study. Here; the summary of
the study, recommendations, contributions to knowledge, limitations to the study and |

directions for future research are espoused. There is also a cohcluding statement.
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CHAPTER 2

HEALTH SECTOR REFORMS IN DEVELOPING COUNTRIES: A REVIEW
OF RELATED LITERATURE ’

2.0..Introduction _

This chapter presents a review of related literature on the problems of health financing
and health sector reforms. There are four (4) sections. Section one (1) discusses the
terminologies of some words which are used frequeﬁtly in this study. Section two (2) -
analyses the problems of heal.th financing and its effect on health care delivery in sub-
Saharan Africa. Section three (3) is the introduction of economic reforms within
~ which the health sector feforms were embedded. Section four (4) is a brief summary

of the entire chapter.

2.1. Terminologies
Silverman (2006), eXplains that concepts are visibly precise facts based on a
meticulous model; which ‘offer ways of looking at the world which are essential in
- defining a research problem’ (p.3). Some researchers pdint out that a»deﬁnition is just
- a definition, but when the definiendum is a word already in common use with highly
favourable connotations, it is clear that we arc trying to be pérsuasive (Stevenson,
1945; Little, 1950; Arrow ,1963). | |

2.1.1. Health »

The World Health Organisation (WHO) provides a univcrsal. definition: ‘health is a
state of complete physical, mental and social wellbeing, and not merely the absence of
disease or infirmity; is a fundamental human right and that the attainment of the
 highest possiblé level of health is a most important world-wide social goal whose
| realisation requires the action of many other social and economic éectors, in addition
to the health sector’ (WHO/UNICEF, 1978:1; see Frenk, 1994:27). Health

encompasses a broad range of issues; importantly, the political, economic, social and -
epidemiol}'ogical together with community dimensions to work together in a well-

coordinated manner. “All these factors need to be harmonised in order to achieve a

sustained programme of health financing and service provision. It was in the light of

the above aim of achieving global development goals that this comprehensive

definition of ‘health’ was arrived at.



2.1.2. Health Insurance _ .

The term ‘insurance’ has been _deﬁﬁed in. different ways because there are various
' thihgs that can be covered by insurance schemes such as: property, motor, equipment
and many more. Even when the term is applied to health, there are varied
explanations that can be given. Therefore, for the purposes of health and healthcare,
the term ‘health irisuraﬁce’ is used to describe an insurance against expenses that are
incurred through illness of s_omeoné who is insured under an insurance scheme. This
is a pre-payment blan that can help to provide services or cash indemnities for
medical care. The money méy.‘be put together in a fund called an insurance pool.
When members of the fund fall sick or are injured and incur any medical costs, the
costs may be paid for them by using money from this insurance pool either in part or
full (PSU, 2004). Hurley (2001), argues that unpredictability in the need for health
care and the high costs of health care have created an imperative role for insurance in
‘health ,cére financing. Thus, under heélth insurance, individuals’ financial risks that
are connected with health care are pooled. This helps to reduce the full amount of
risk in society as well as it allows those members who fall ill to acquire the health -

care they need (see also Carrin ef al., 2005; Jac;obs etal., 2008).

- Some economists explain that because people lack information about the form, the
amount and the cost of their future health care needs, they are encouraged to require
quality health cover in the form of iﬁsurance so as to be able to make a claim since the
insurance company is another commodity that has been bought in the market place

and is subject to the standard result of neoclassical price theory (Arrow, 1963;
McGuire et al., 1989). Using an ethical perspective, Hurley (2001); posits that unlike
most goods and services, insurance is a collective activity, which an individual can
only produce by joining together with others to form a risk pool. However, Evans
(1987), argués that health insurance does hot insure health; rather it reimburses the
costs Of health care and enables potential users of care to pool their risks. ‘Donaldson
and Gerard (2005), support this assertion and observe that people cannot insure
against ill-health itself but rather the financial costs of ill-health and as a result, health

care insurance embodies the wider concept of income maintenance.
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2.1.3. Health Fmancmg and Expenditure

The World Health Organisation (WHO) exp]ams that health ﬁnancmg is the
collection of funds from various sources, pooling of funds and spreadlng of risks
across larger population groups and allocatioﬁ or use of funds to purchéSe se€rvices
from public and private provid‘ersvof health care. The rationale of health financing
schemes is to make funding available, as well as setting the right financial enticement
for providers. This is also to make sure that all pérsons gain right of entry to valuable
public health and personal health care (WHO, 2000, 2‘006).

Government health eXpenditure is the expenditure on health by all government units
and includes social insurance schemes and extra-budgetary spénding on autonomous
health institutions. The autonofnou’s health institutions may include quasi-government
hospitals such as university hospitals, ar'nong' others (see WHO, 2003a, 2003b).
Moreover, the government health expendituré includes donor funding that is
channelled through the government but excludes off-budget donor funding for prudent
projects (WHO, 2003b; Kruk et al., 2007). Culyer (1983), observes that the amount
of health care expenditure in any country seems to be unrelated to the degree of
governmental involverhent in the financing or delivery of health services, instead, it
can almost entirely be accounted for by differences in the various countries’ national

income (Culyer, 1983; Leu, 1986; Di Matteo, 2009).

2.2, Problems of Health Financing

, Developmg countries have adopted different ways of collectlng revenue for financing

health similar to those existing in the developed countries with slight variations in
| approach (Mwabu, 1990; Sein, 2002). Maeda (1998), céteéorises countries into three
" levels of dcvelopfnent as low-income, middle-income and high-incbme: each level
has a different health care ﬁhancing system.. Whilst low-income and middle-income
countriés' generate a lot of their health funds from patient out of pocket, high-income
countries generate their health funds through National Health Service (Maeda, 1998;
Schieber et al., 2006). In summary, the baéic sources and mechanisms of financing
health are shown in table 2.1 (SDC, 2003).
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Table 2.1: Health Financing Schemes

Type of Scheme | Sources of Funds
, Govérnme_nf Expenditure Variéty on tax instrurnents
Pri\}ate Health Insurance “Individual preminms to health insurance nompanies
Social Health Insurance Percentage contribution from employers ‘ and
employees ‘ |
Out of Pocket Paymé’nt Payment of services at point of service use

Community Health Insurance | Percentage contribution by community members to a

non-profit organisation

Donor Organisations _ Grants from international financial and aid

institutions via Government or specific organisations

Loans I Funding of health care investment items. by external |

organisations

Health care is a ‘commodity’ that is seldom left for the unregulated market to decide
the price, location, type and volume of services fo be provided because of its
relevance to governments the world over. The only difference is that the proportion
of finance from the different ﬁnancing sources varies greatly, from country to
country. Typivcally, health systerns, in developing- countries, depend on a mix of -
" financing mechanisms (WHO, 1993; Noterman et al., 1995; Bennett ef al., 1996,
1998; Bossert et al., 1998; Bennett and Gilson, 2001; Donaldson and Gerard 2005).
However, majority of governments in sub-Saharan Afﬁca, rely heavily on taxes to
provide health care, becanse there is no proper health insurancé system in place
(Carrin and James, 2005). h '

There are concerns regarding how to identify a viable health financing strategy, as
there are still problems with how to finance health. Unlike their counterparts in the
developed economies like'the United Kingdom (see Culyer, 19‘89a, 1989b; McGuire
et al., 1989), the United States of Ameripa and Canada (Evans, 1986, 1987), who have

achieved equitable and universal health coverage as well as ensured financial
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protection for their people (Bérnighausen and Sauerborn, 2002; Jacobs et al., 2008),
health financing and delivery in sub-Saharan Africa, including Ghaha, have been

" constrained by a lot of factors (Mwabu, 1990).

According to the World Health Report 2005, about forty-four (44) countries of the
WHO Africanb Region, spent less than 15 per cent of their national annual budget on
health; 29 national governments spent less than US$10 per person per year; 50 per -
cent of the total eXpenditure on health in 24 countries was from government sources;
and prepaid health financing” mechanisms covered only. a small proportion of
populations in the region. Again, private spending constituted over 40 per cent of the
total expenditure on health in 31 countries, whilst direct out-of-pocket expenditures -
constituted over 50 per cent of the private health expenditure in 38 countries (WHO,
2005, 2006). | |

- Why this is the case requires an imperative review of health financing strategies in
sub-Saharan Africa; which must necessarily take into account certain factors, which
are peculiar to the continent (McIntyre and Gilson, 2005; Criel ef al., 2005). Mwabu
(1990), outlines Some of the issues including, the fact that African economies, like
economies of other continents are linked to the international economy. Therefore,
health financing strategy in each country has to take into consideration both the
external and the domestic factors that affect health bﬁdgets. The poor economic
performance make it increasingly difficult for governments to finance the health
sector by increasing tax revenues or take additional loans from international sources

(Mills ef al., 2001; Carrin, 2003; Carrin ef al., 2005).

It would appear as unlucky rather than a case of inefficiency that in spite of numerous
attempts and straiegies to prevent Athe occurrence of the problems confronting the
health systems, there still scems to be a constant decline of Africa's h.ealth systems
(Criel, 2001; Medici‘Con L’Afriéa, 2001). The causes of the 'problems can be related
to certain fiscal policies bf both the infernal and external stakeholders in Africa’s

health care environment. These include:
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1. The insignificant resources allocated to the health sectors of most developing
countries in Africa, south of the Sahara; estimated to be on average less than

USDS per capita per year;
2. The introduction of user fees in public health services in the 1980s;
3, ‘The reductilon of international aid; and

4. The rapid spread of market ‘systems and privafisation (Medici Con L’Africa,
2001). ’ '

Hoare (1987), discusses the conventional mechanisms for financing health from either

public or private sources and notes the prob'lern_s facing developing countries.

2.2.1. Problems of Health Care Delivery
The problems enumeréted above have created conditions whereby there seems to be
serious inequity in the redistribution of resources devoted to the health sectors of the
economies of sub-Saharan Africa countries. There is increasing number of people in
~ the population who have either little or no access to orthodox health care services
when they are most in need of it (Medici Con L_’Afﬁca, 2001; McIntyre et al., 2006;
van Doofslaer et al., 2006; Jacobs et al., 2008). To reduce boverty' and ensure |
sustainable economic development (Ber‘man,'1995), low-income countries have been
urged to address issues of | health and poverty concurrently, as health care
development s a key ingrediéﬁt for human capital formation and sustainable
" economic dévelopment (Asfaw, 2003). If people are healthy and can work, they can
contribute economically to their country (Criel; 2001; Skinner and Staiger, 2007;
‘Skinner et al., 2008). - ' '

The World Health Organisation Report 2000 notes in part that in the world’s 'poorest
countries, particularly the longstanding poor have to pay for health care from their
own pockets at the very time théy are sick and most in need of it. Most of these
people may not be in any gainful employment and are also unlikely to be members of

employment-oriented or job-based pre-payment schemes. They have less access than
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better-off groups to subsidised services from their erriployers (WHO, 2000; Nancy, -
200(1)).' The World Bank Report (2008), observes that health care provision is the
4 large‘s>t‘pnfvate health care segment in sub-Saharan Africa. This holds significant |

potential for financial returns and development impact since the:

...private sector share of provision varies significantly by -
country, and this variation is primarily driven by individual
government perspectives on the role that should be played by
paid health care services...the majority of private health care
provision is for-profit...(WB, 2008:40) :

Unfortunately, there is no longer universal free health care at the point of service use. -
This was a policy option adopted in most of these countries immediate_lvy after
independence. This has proved inapplicable in the current health care context due to
- economic policy reforms (Frenk, 1994). Since there are no a]témative arrangements
to access formalised health care, peoplé in desperate attempt are compelled to resort
to all different means possible to attend to the health care needs of a sick family
member. One of the humane methods may be to utlhse the family’s savings, which is_
referred to as family capital fund. The economic repercussions on the family’s capital
can be a situation where the family’s financial resource base hecomes unsustainable
because of constant depletion. This leads to a vicious cycle of povertyv-‘illness-
‘ povefty. When people aré boor they fall ill easily; spend their accumulated capital in
treatihg their illness; cannot work during that period to raisc money; and find
_ ’thems‘elvés back in the clutches of poverty (Criel, 2001; Med’ici Con L’ Africa, 2001; '
Jacobs et al., 2008).

Additionally, in sub-Sahéran Africa, at times, communities have to contend with
natural disasters like floods and bushfires, civil conflicts and national economic
depression, which are beybnd the control of ordinary people (Criel and Kege.ls, 1997,
Criel, 2001; Medici Con L’Africa, 2001). As the majority of the people in the rhral '
communities are peasant farmers, it becomes economically, disastroﬁs with health-
consequences when rural households experience crdp failures. Due to their locations,

jobé are not available and unemployment is high amongst even the youth. Th‘e lack of

governments’ ability to deliver universal health care means that an entire household
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may sink deeper into poverty (Schneider et al, 2001a, 2001b; Carrin ef al.,' 2005; |
Basaza et al., 2007). -

2.3. Economic Reforms , ,

In the 1990s, most governments changed their health financing strategies and systems
either through political ideology or economic and international piessures under the
public sector reforms. Thus, the inadequacies in funding coupled with the economic
recession in -the 1980s created unbearable problems for governments in developing
- countries in the areas of health financing and delivery. The World Bank (WB) and
" the International Monetary Fund (IMF) bailed them ouf with loans, which had
stringent conditions: the major one was the introduction of economic reforms. The
loans granted were implemented under a policy of Economic Recovery Programme
(ERP), which had sub-programmes. Prominent among them was the Structural
Adjustment Programmes (SAPs). These were the standard WB and IMF policy
packages Whi‘Ch stipulated the'slash.ing of government spending, privatisation and
opening up of these countries to foreign investment, among other measureé. It is
obsérved that the 'general outcome of these programmes is déepened poverty around
- the world, due to implementation difficulties peculiar to these countries (Double
“Standards, 2005). |

~The economic reform had implications for the health sector as well. There are aims
contained in the World Development Report 1993 to assist governments of
developing countries to impfove tﬁe health of their pophlations. The suggested
policies to improve the. system include fostering an environment that enables
households to improve health; promote diversity and competition in the provision of
healthcare services; and improve government spénding on health. Thus, the Report’s
prescriptive advice is that governments should ensure universal access of at least a
minimum package of health services, especially, for the poor b(s-ee World Bank, 1993;
Paalman et al., 1998). However, Paalman and a team of analysts (1998), argue that
- there cannot be one universally applicable set of priorities because the poiitical,
physical, social, environmental and behavioural affects on health are specific to
different cultures and different economic circumstances. These must be fully taken

" into account (Paalman et al., 1998).
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2.3.1. Health Sector Reforms ~

| Different‘deﬁnitions have been given by differént authors of health sector reform, but
they seem to lack details of the actual institutional arrangements needed to achieve
health sector goals (Frenk and Gonzalez-Block, 1992; Cassells, 1993, 1995; Frenk
1994; Gwatkin, 2001; Roberts ef al., 2004; Huntington, 2004). It is argued that health
-sectbr reform is not a éoncept oh its own, it only became necessary to ihtroducc a
change process that would be sustained, purposeful and fundamental (Cassells and
Janovsky, 1996; Berman and Bossert, 2000). The argument is that there is no
consistently-applied, universal package of measures that constitute health sector
reform (Cassells, 1995).- However, most refc_)rm initiators would indicate their overall
goals as improving health sector efficiency, ecjuity and sustainability (Mills ez al.,
2001). '

In this study, health sector reform is defined as a rapid responsé to the discrepancies
in the health sector in general, which aims at finding workable solutions to promote
viable institutional and financial mechanisms that can enhance the efficient and
equitable‘delivery of health care for the population. This agrees with the often used
definition of health sector reform as ‘sustained, purposeful chénge to improve the
efficiency, equity, and effectiveness of the health sectdr’ (Bermém, 1995:15). Thus,
health secfor'means the entirety of strategies, programs, institutions and actors who
provide health care. "These are organised efforts to treat and prevent disease in a
holistic manner. Berman (1995), argues that in general terms, reform entails altering
both policies-and institutions in the health sector. Therefore, the goals of efficiency,
equity, and effectiveness of the health sector require the translation of these intoi
explicit ideas such as increasing productivity levels, giving the underprivileged
population additional benefits ahd developing plans to amend mortality and disability

patterns in the population (Berman, 1995).

2.3.2. Justification for Health Sector Reforms ‘

Different stages of health sectof reforms have been implemented by govemments of
sub-Saharan Africa coﬁntries since the late 1970s and early 1980s (Gilson and Mills,
1995; Léightbn,‘ 1996; Russell ez al., 1999; UNICEF, 1999; WHO, 1978; Mills et al.,
2001). The first global ideal of health sector reform was initiated in 1978 when a

World Health Summit was held in Alma Ata in Russia.‘ The outcome of the
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conference was the birth of Primary Health Care (PHC) as a model that could be used
to deliver equitable health care to the people. The conference proposed among other
4things that governments have a responsibility for the health of their people, which can
- be fulfilled only by the provision of adequate health and social measures based on the
abtifze involvement of the community (WHO, 1978; Frenk A 1994).  The
recommendations also expected goverﬁments and the international community to
ensure that pedple attained a level of health that would permit them to lead a soc‘ially '
| and economically productive life by the turn of the millennium through a popular
‘slogan dubbed: ‘Health for All by the Year 2000’ (WHO, 1978:2).

Developihg‘ countries earnestly ratified the declaration of the Primary Health Care
(PHC) concept. However, the objectives of this campaign couid not be realised by
many countries, mosﬂy, inrsub-'Saharanv Africa, at the turn of the century in the year
2000 (Bermari and Bdssert, 2000). Before this could happen a new health sector
réform directive had been suggested, to kick-start another change in the wéy health
was financed and delivered (Mohindra, 2001). This was because the health sectdrs of
these countries were suffering from grossly inefficient and inéquitable resource
allocation, declining quality, and demoraliséd work forces (Berman ahd_’ Bossert,
2000; Russell ez al., 1999).

Different perspeétives have been expressed by differerﬁ researchers regarding the
reasons why health sector reform has become widespread (Frenk, 1994; Berman,
1995; Collins et al., 1999). What is clearly common is that all the factors are
interrelated. For instance, Berman (1995), and Collins e al. (1999), have utilised
many ideas from Frenk’s conceptual framework (Frenk, 1994). Berman (1995), uses
- a development context to discuss the objectives of health sector reform and explains
that there has been global interest because health is a’ central géal of national

development as it makes development more sustainable.

. The gaps in Berman’s justification are filled by Collins ez al. (1999), who use the
political context. They.identify six factors generating the need for health scctor
reform as: dembg_raphic and epidemiological change; processes of social and
economic change and conflict; economic and financial poli'cy;A politics and the -
political regime; ideology, public policy and the public sector; and external factors,
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especially in deveioping c‘duntries (Collins et al., 1999). Even though, they observe.
that any refusal to recognise. the policy context and how it is implemented can lead to
principél unhelpful outcomes for the improvement of the health sector, their analysis
did not touch on the lack of institﬁtional capacity and the political and individual

motivations of the citizens that are crucial to reforms.

The most appropriate approaches to analysing how developing countries embarked on
health sector reform are given in Frenk’s- (1994), systems con'cept; This identifies
four main attributes as: economic, political, ideological and epidemiologicai. These
take into account organising and financing health care, promotion of goals of ecjuity,
effectiveness and efﬁciency in the health sector. This also shows the interplay
between the stakeholdérs and the economic, social, political, ideoiogical and
epidemiological elements. Frenk argues that the changes are subject to the collective

i will of societies and therefore, offer opportunities for decision (Frenk, 1994).

However, the economic reason necessitating the health sector reform is that the
position of a country’s economy has an overall effect on the subsequent relationship
with all other scctors including, health. The intensity of the economic status of a
country depends on whether it is developed or underdeveloped. Whereaé in the
developed economies, health sector reform was initiated to contain the escalating
costs and to enhance value for money this was also partially forced on developing
economies by the vagaries of the world economic order and the economic crisis of the -
- 1980s (Frenk, 1994). A study of twenty-six (26) member states of the Organisation
for Economic Commission and Development (OECD) found that 16lout of the 26 had
reformed the way they ﬁnanced health and health care. There are attempts geared
toward reducing the total contribution of funding from the public coffers while
increasing the role of the private health sector and private insurance. Therefore,
between 1990 ahd 1998, government funding in sixteen (16) out of the 26 couhtrie_s
dwindled in relationship to other funding methods such as private insurance or user
fees (Donaldson and Gerard, 2005).

The world’s health sector has been engulfed by change that is impacting upon social,
economic and political environments with improved health status being one of the

measuring rods of progress that countries aspire to (Frenk, 1994; Berman, 1995).
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Frenk (1994), obéewes that all countries are adhering to the changes that take place in
ithe health sector because health is seen as an essential field in humah life and
development of countries’ economy. Hsiao (2000), identifies a set of control knobs
that can help establish the key routes and effects of health care systems and can be
used for assessing the success or otherwise of health sector reform. Thus, the main
focus of health sector reform attempts: ‘to establish, set, or adjust these control knobs
of financing, payment, organisation, regulation, and consumer behaviour’ (Berman

and Bossert, 2000:2).

Using this framewdrk, Berman and Bossert (2000), vcharacterise the actions taken in
the health sector under the reforms into ‘fundamental programmes of system change’,
| “which they call the ‘big R’ reforms (p.2). These are reforms that engage at least two
or more of Hsiz_io"s_ (2000), control knobs as they change a considerable-.part of the
health cére system. AThe second characteristic deals with actions taken in the health
sector, which are ‘more limited, partial, or incremental’, which they call the ‘little R’
reforms. These are reforms that seek to address only one control knob with a more
limited scope of change. They however, observe that the ‘big R’ reform may involve
the implementation 6f many ‘little R’ activities (Berman and Bossert, 2000:3). These

two characteristics have been illustrated in figure 2.1 below.

“ Figure 2.1: Characteristic.s of Health Sector Reform

Health Sector .
Reform

‘Little ‘R’ Reform ‘Big R’ Reform

Limited, partial or i ‘ Fundamental programmes of system
incremental changes inthe : change in the health sector (private
health sector (cost sharing, .. health insurance, social health

user fees, cash and carry etc) insurance or tax-based)

A 4
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Reforms in sub-Saharan Africa countries as a whole can be grouped under three main

themes:

1. Diversification of funding patterns away from tax revenues to fund public
health services. Thus, there is the need to explore other sources of financing

in addition to the traditional tax-based funding by the central government;

2. The formalisation of relationships between public and private health sectors.
Thus, there is the need to ensure collaboration between both the public and

private health sectors in health financing and delivery; and

3. Reforming the fole of consumers and citizens in the financing and planning of

health services. Thus, there is the need to ensure greater éommunity

“involvement and participation in addressing the problems affecting the health
sector (Mills, 2000, Mills ef a/., 2001; Donaldson and Gerard 2005).

It is obvious that governments and policymakers in the developing world have
undertaken reforms due to poor economic performance (Frenk, 1994; Befmén, 1995;
Collins et al.,, 1999; Bro,' 2007). Some researchers haye‘ found that the
implementatioﬁ of héalth sector (Berman, 1995), and public sector (Russell er al.,

1999), reforms in developing countries h;':ld been difficult.

2.3.3. Health Financing Reforms in Sub-Saharan Africa

As 4 result of the perceived tension between the different stakeholders in the health
environment: the presénce of multi-faceted groups of professionals, politicians,
international financial institutions, and the community at large, two alternatives of
how to mobilise funding for healthA care were suggested to policy makers in sub-

Saharan Africa, under the health financing reform. These focus on:

1. Allowing service users to pay for services they usé, which is also known as fee

for service payment or payment per episode of sickness or risk.

2. A payment based on risk sharing schemes through the contributions of

potential users (Noterman ez al., 1995; Donaldson and Gerard 2005).
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These two alternatives have since been irnplemented in some sub-Saharan Africa

countries as discussed below.

2.3.3.1. Cost Sharing (User Fees) Policy _

The first option under health ﬁnancing reform is user fees. This was initially, adopted
and has become widesprea_ci in sub-Saharan Africa. Two broad models of user fees
systems adopted are the siandard modél and the Bamako initiative model (Nolan and -
~Turbat;, 1995, Giison, 1997). In addition, there is wide range of user fees payment
systems: flat fee or differentiated fee; fee per episode or fee per item of service;

prepayment or payment at time of use (Price, 2002).

: 2.3.3.1.1. Weaknesseé in User Fees Policy
There are several problems associated with the implementation of user fees. Firstly, it -
fails to completely address the equity and welfare goals in these _countries (Diop et al.,
1995; Gilson and Mills, 1995; Mills, 2000; Mills et al., 2001). In addition to the
formal fee charges introduced in govemrnent healt}i facilities, informal charges are
also comrnon practice (Stekelenburg et al., 2005). Moreover, there has been a total

‘change in the attitude of both health care personnel and consumers, leading to a sharp
reduction in attendance rate at orthodox public health facilities and vthe longstanding
poor households are massively, affected because they cannot.access‘ health care

(McPake, 1993; Carrin, 2003). | |

The problems have been compounded by the fact that people in communities of most
sub-Saharan Africa countries are expoéed to a lot of risks basically due to their
~ disadvantaged locations. A proper transportation system linking the towns and
~villages to ensure easy access to health care facilities is often lacking. Therefore, .
many people-in the remotest parts of the communities tend to consult traditional
healers for treatment for common ailments. This is considered as an inexpensive
~ substitute (Stekelenbnrg et al., 2005). Green (1997), found that more than 80 per cent
of the people still use the services of traditional healers because of the escalating
premium of Westernised health care and medicine (Green,' 1997; Sfeke_lenburg etal.,
2005). People only iepori to the modern health care facility as a last resort when their
health conditions had deteriorated, because of the high costs of drugs (Short & Tsey,
1995; Tsey, 1997). IR
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Chan (2009), argues thét user fees for health care were put forward as a way to
recoiler costs and discourage the excessive use of health services: this did not happen.
As a substitute user fees punished the poor: this is’a bitter irony at a time when the
international community is committed to poverty reduction (Chan, 2009; Marriot et
al., 2009). Therefore, Stocking (2009), cautions that lives will be needlessly lost
before leaders act as poor people simply cannot afford fees and iné_tction will continue
to deny access to life-saving healthcare for millions (Stocking, 2009; Marriot et al.,
2009). Due to the problems associated with poliéy implementation, governments and
policy makers haye been anxious about the severe consequences of people’s inability
to access orthodox health care and are sourcing for altemative mechanisms (Mclntyre
et al., 2006; van Doorslaer ef al., 2006; Jacobs et al., 2008). This léd to suggestions

that the second altemati\;e, risk sharing policy could be tested.

2.3.3.2. Risk Sharing (Health Insurance) Policy
" The second health financing reform strategy emphasises the need to involve the
private sectbr and private health financiers as well as encoﬁraging prospective users to
share risk in the delivery of health care in developing economies (Frenk, 1994;
Berman, 1995). This requires the setting up of a new extended system of national
health insurance which needs to include extensive adjustment in financing, regulation,
and delivery (Noterman ef al., 1995; Donaldson and Gerard 2005). Thus, this
approach uses health insurance, especially, social health insurance, which is the
dominant méthod in industrialised economies. This is expected to enhance the
chances of achieving universal health coveragé; provide ﬁnanciavl security for all
against exorbitant health care costs; and provide fairne‘ss. in financing for health care

(Sauerborn et al., 1996; Carrin et al.; 2005). Health care risk pooling is central
| feature of health insurance arrangements. This facilitétes health care services to be
delivered in line with people’s need rather than their individual capacity to pay
(Lautier, 2003). |

A few countries in the African sub-region have being considering the possibility of
introducing national or social health insurance échemes. For instance, Nigeria has

introduced a Federal Health Insurance Pdlicy (FoN, 1999); and Zambia has adopted a
| coinprehensive health sector reform including the intfoduction of health insurance

schemes (Milis et al., 2001). Zimbabwe is considering a national health insurance or
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| - social health insurance scheme (MOHCW, 2001 Badasu, 2004; The Herald, June, ‘
~2004; McIntyre and Gilson, 2005). ' '

2.3.4. Constraints to Implemenﬁng Health Insurance Schemes ‘

However, the majdrity of the countries have yet to embark on any serious programme
of health financing reform because implementation is anticipated to fall short of
expectations. National or soéial' health insurance provides cover for péople in the
formal employment séctor such as public and civil servants, réising questions about
population coverage (Carrin et al., 2005). Some researchers even question whether
the health insurance idea was deeply rooted in the African society (Vogel, 1990a,
1990b; 1L.O, 1993; ShaW and Griffin, 1995; Dablu, 2001). For instance, the World
Bank Report 2008 argues that rﬁicroinsufance is still rare across sub-Saharan Africa
(WB 2008). However, studies have found that health insurance in developing -
countries dates as far back as the years preceding the Second World War (Zschock
1982; ILO, 1993; Arhin, 1995; VRHA, 1998; Dablu 2001).

Although, the Philippines, a low to middle-income country in South-East Asia, has .
had more than thirty-five (35) years exberience of implementing social health
insurance, the scheme still has problems (Obermann e al., 2006). Attempts by sub-
Saharan Africa to model their health insurance Sche_mes on the basis of schemes that
exist in high-incomebcc‘)untries had led to serious financial, managerial and equity
- problems because of the socio-cultural variations within Africa cémpared with the
‘ developed‘wo'rld (Barnard, 2000; Criel et al, 2005). Therefore, any attempt to move"
swiftly into health insurahce will create as mariy difficulties as well as anticipated"
benefits (van Ginneken, 1999a; Carrin, 2003; Carrin ef al., 2005; Obermann ef al.,
2006) There are many constraints to imblementing comprehensive health insurance
in sub -Saharan Africa (Sekhrl and Savedoff, 2005). Some of these have been

dlscussed below.

- 2.3.4.1. Weak Administrative Sti‘uctures _

Any country proposing to implement a national or social health insurance scheme
needs to assess its administrative capacity and éapability. Where there are weak
administrative systems coupled with an undeveloped private  sector, there are

difficulties in setting up and assuring the running of a low-cost and competent
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management; problems in calculating the capability of households to pay premiums;
and complications in determining reasonable premi\jms and collecti‘ng them (Carrin,
1986, 2002, 2003). Governments in sub-Saharan Africa lack the required managerial |
tools because of problems with systems- of communication due to absence of
information, communication and technology (ICT), for example, telephone facilities -
are inadequate (Arhinful, 2000; Carrin, 2003; Carrin et al., ‘2005). Governments have
to contend with the absence of banking facilities in most communities where people
live thereby impeding inter-bank networking to facilitate smooth transfer of financial
transactions. There is a lack 6f reliable computerised database on the population (see
. GSS, 2005; NDPC, 2005a, 2005b). |

2.3.4.2. Economic bisparities -

Governments are also confronted with how to achieve consensus nationwide on the
policy direction of social health insurance. This requires the pooling of all available
resources so that financial resources are transferred from the well-to-do individuals to
the needy and poor (Carrin et al., 2005). The healthy and strong need to sce to the
weaker dnes in their midst and those in active employment need to be able to transfer
something to those who are unemployed. These are rather problematic issues for sub-
Saharan Africa countries, where people have significant disparities of incomes and -
reséurces (Prekéf et al., 2002). The economic disparity gaps are very wide to the
extent that majority of the population are unemployed or have incomes below the
poverty line. For that reason, raising significant revenue through taxation is a
herculean task for governments (Carrin, 2002, 2003; Mariam, 2003). The UNDP
Report 2005 is -clear on the income differentials of populations in developing
coﬁntries (UNDP, 2005b; Asante et al., 2006). The difficult socAio-ecAonomic‘web that

has entangled sub-Saharan Africa countries has yet to be diéentangled.

2.3.4.3. Lack of Trust in the Public System }

The problem with the seeming absence of political'stability in some of the sub-
~ Saharan Africa countfies either as a result of civil conflict or intermittent fnilitary
intervention on the political scene has also been observed (Criel and Kegels, 1997;
Preker et al., 2002; Schneider, 2005a, 2005b). | The true costs of civil conflict apart
from the human loss of life have been the destruction of a country’s infrastructure as _

well as mistrust and the lack of confidence of the people in the political system (Criel
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and Waelkens, 2003; Schneider, 2005a, 2005b; Jacobs et al., 2008). This will not
encourage people to contribute effectively, to health care system fashioned on a health
insurance model. They need systems that can reinvigorate their confidence (Camn et
~ al., 2005; Schneider, 2005a, 2005b; Basaza et al.v, 2007). Even though, govemments
have'gone'to enormous cfforts to reinforce the need for equity and solidarity in access
to health care; this cannot be guaranteed under a health insuranc.e plan (Khetrapal, :
2004). Thus, equity and solidarity are not oﬁly indispensable fdr the implementation
and effectiveness of health care systems; they are important for social cohesion
(Abdeljalil, 2003). '

2.3.4.4. Neglect of the Informal Sector Economy

The adoption of health care ihsurance appears to have neglected people in ‘the
informal sector of the economy. The way forward to addressing the problem of health
financing in sub-Saharan Africa is that different mechanisms need to be tested. This
has necessitated the need for the yhealt'h sector reform to be re-focused on other
context specific mechanisms of health financing (Birnighausen and Sauerborn, 2002;
Criel et al., 2005). For this reasbn, Saltman (1997b), suggests thatbany deciéion te
adopt competitive incentives should reflect the rational calculated judgment tied to the -
organisational characteristics of cach particular sub-sector as hospitals, general
practitioners and home care insurance are influenced by their national, cultural and

institutional co_ntexts (see Saltman, ]99751,' 1997b).

Jacobs et al. (2008), argue that in low and middle-income countries, majority of
people are either self-employed ‘or work in the informal sector: mostly small scale
entrepreneurs, peasant farmers and artisans. This makes expansion of formal health
* insurance, if available, difficult. This creates difficulty in achieving equity and
universal coverage in health care financial protection‘. Comprehensive health.
insurance arrangements are difficult to apply in countries where there is large
informal population and poverty is part of the national economic life of the people.
Majority of the populace in sub-Saharan Africa live in rural areas: they are mostly in
the non-formal employment sectors. Therefore, it is anticipated that improved equity
in health will require greater investment in those factors which are outside the formal
health system, not just increased access to illness-oriented services (Saltman 1997a,
1997b; Brownell et al., 2001; Mahnken 2001).
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Hence, alternative mechanisms that might‘address the needs of the people in the
informal sector of societies as well as enhance community participation, equity,
equality and solidarity amongst the peoplé constitute the current direction of the
evolvi.ng_health sector reform (Jakab and Krishnan, 2001; van Ginneken, 2002; Carrin
et al., 2005; Jacobs e al., 2008). Mutual health organisations are being tested

accordingly as discussed in chaptefs 3and7.

24, 'S'ummary of the Chapter ,

This chapter- has analysed the problems of health financing and delivery in éub-'
Saharan Africa and reviewed the economic and health sector reforms. Problems
caused by the introduction of cost recovery policy and the constraints to implementing
system-wide social health insurance have been discussed. The need to explore other
context-specific health financing mechanisms to. address - problems of inecjuity
confronting the infdrmal sector population has been emphasised. The next chapter

discusses the concept of mutual health organisations.
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 CHAPTER 3

SUSTAINABILITY OF MUTUAL HEALTH ORGANISATIONS: A REVIEW
OF RELATED LITERATURE ‘ '

3.0. Infroduction ,
- This chapter presents the first part of the review of related literature on the concept of
‘mutual health organisations (see chapter ‘7 for the secoﬁd part). The evaluation in this
chapter provides a basis upon which the empiricai study of the mutual health
organisations in Ghana was conducted. Tﬁe chapter is divided into four (4) sections.
Section one (1) ihtrodu_ces the concept of mutual health organisations and arguments
| relating to their overall sustainability. Section two (2) examines argumentsﬁin respe_cf
of financial viability of mutual health organisations. The need to en’sure‘interp]ay
between financial viability, institutional viability and social viability has been
espoused. Section three (3) discusses some risk factors that are likely to affect the -
financial viability of mutual health organisations. This is discussed by Cripps et al.,

(2003), as technical viability. Section four (4) is absummary of the chapter.

3.1. Mutual Health Organisations

The concept and the development of comrhunity—based health insurance schemes
.(CBHIS), otherwise known as mutual health organisations (MHOs), which are
organised by communities to finance their health care have been discussed by
different researchers (Criel and Waelkens, 2000; Jakab and Krishnan, 2001; Jﬁtting,
2001; Schneider et él., 2001a, 2001‘b; Mariam, 2003; Carrin et al., 2005; Jacobs et al.,
2008). Mutual health orgénisations (MHOs) are known as ‘mutuelles’ in French, and
_ are not-for-profit, autonbmous, member-based organisations that aim to improve their
| members' access to health care. They do this by a variety of financing arrangeménts,'
crucially, using insurance and sometimes simple pre-payments, savings schemes
(Atim, 1998). | N | -

Atim (2000), defines a mutual health organisation (MHO) as a group of people
coming together to contribute towards meeting the costs of their health care needs.
The members contribute an agreed sum into a common pot and cach time a member

falls sick, the cost of treatment is paid from the common pot. At least five types of
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voluntary, non-profit health insurance schemes have been identified in Africa from

~ literature and observation (Atim, 1999), as described in table 3.1 below.

Table 3.1: Types of Voluntary, Non-Profit Health Insurance Schemes

Type of [

1. Traditional Social Solidarity Networks:

These types are based on a narrow (clan or
ethnic) definition of the target group but there
can be, and are often based .in urban areas.
For instance, members of a particular town or
village who reside in a different town or city
can form a group and as part of their
numerous benefits, include health care
financial assistance for their members.

nd.

2. More Inclusive Mutual Health
Associations or Movements:
These are based on rural or urban

communities, enterprises, trade unions, and
professional associations, among others.
They have a mass base, which is unrestricted
by ethnicity or similar factors. These are.
normally professional groups like teachers
union or members of any identifiable group
who have come together.

3, Simple or Low Participation Model of

4. Complex or "High Participation

Community Financing:

provider in the context of Cost Recovery in
which participation by the insured in the
running of the scheme is low or sometimes

This is usually organised by a health care

Financing Model:

This is the one in which the community

participates in managing, at least, at the first

level of health care (health centres), usually

in .partnership with the health providers,

non-existent. through participatory structures.

S. Medical Aid Societies:

These are the most advanced and highly developed modification of the mutual aid social
movement, organised on a big scale, in terms of members. They usually involve professional
staff and some techniques of management borrowed from private commercial insurance to
run it, ' ' ' ’

- 3.1.1. Sustainability -of Mutual Health Organisa“tions

Despite the optimistic view that mutual health organisations can help people in the
communities in times of sickness tovmahage their health care costs (Jakab and
Krishnan, 2001; Jiitting, 2001; Schneider er al.,'2:()01a, 2001b; Mariam, 2003; Carrin
et al., 2005; Jacobs et al., 2068), findings of some studies have been sceptical about
their financial viability and overall sustainability. A review shows that these non-
profit insurance schemes have limited coverage, low cost recovery rates and little
aptitude for safeguarding the p'odrest iri society (Creese and Bennett, 1997; Atim,
1999; Criel and Waelkens, 2003; Carrin ef al., 2005; Ndiaye et al., 2007; Jacobs et al.,
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2008). The writers explain this unenthusiastic observation by highlighting that many
of the schemes studied were poorly designed (Creese and Bennett, 1997; Atim, 1999).

»A_nothér point for debate is that even as there is a growing tendenéy amongst
infernational donor agencies to promote these schefnes as part of a system-wide
resolution to improving ‘access to health care services in low-income countries’
(Ranson, 2002&613), the existing evidence suggests that they fail to reach or impact on |
utilisation among the poorest of the poor (Ndiaye et al., 2007;‘ Franco et al., 2008;
Jacobs et al., 2008). Ranson (2002), aéserts that these might be due to the fact that
most appraisals focus on mainly instrumental goals: scheme design and management,
per centage coverage of target populations and levels of cost recovery as benchmarks
for evaluating their significance and sustainability. Using this approach, the
International Labour Organisation (ILO) reviewed 258 schemes and found .that 50 per |
- cent had less than 500 members (ILO, 2002; Criel and Waelkens, 2003; Carrivn.et al.,
2005; Jacobs et al., 2008). However, such statements and findings cast doubts about
the potential of mutual health organisations to promote health care access to the poor
who are located in the remotest communities of most developiﬁg countries (Jakab and

Krishnan, 2001; Jacobs ef al., 2008).

In contrast, some studies have found that mutual health organisations can increase the
use of health care and also reduce costs directly to the consumér (Bogg et al., 1996;
Criel and Kegels, 1997; Atim, 1999; Musau, 1999; Ranson, 2002). Subsequently,
"Atim (1999), reacted to Creese and Bennett’s (1997), observation and notes that it iS
-promising that with better design and widespread dissemination of knowledge, many
of ihe difficulties may possibly be assuaged. Due to their flexibility, even policy-
- makers hope that mutual health organisations will add to World Health Organisation’s
(WHO) goals of ‘bettér health, fair financing and respohsiveness’ (WHO,'2000:35.
See alsd Ranson, 2002; Kirigia et al., 2006). Mutual health organisations have the
potential for raising additional and stable revenue to fund the cost of health care
provision. They have the capacity to reduce financial barriers to health care
utilisation and have greater redistributive effects (Preker, 2002, 2004a). Mutual
health organisations are found to provide financial power to their ‘admihi_strators with
a leverage to obtain-better quality services and have more accountable health-care

providers’ (Jacobs et al., 2008:140).
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Optimism about the survival of the 'mntual health organisations is boosted by other
studies that suggest efficacy in promoting financial access to the poor in the
communities (De Ferranti, 1985; Abel-Smith, 1993; Wiesmann and Jﬁiting, 2000;
Jakab and Krishnan, 2001; Jacobs et al., 2008). These researchers urge that with the
distinctive ethnic, language and cultural mix of African nations, this approach to
health ﬁnancing ‘may be beneficial because it permits variations to suit local
circumstances. Supporting fhis view, Atim argues that mutual health organisations
have the potential to bestow more to the health care sector in West and Central Africa.
Mutual health organisations have the possibility to attract more pebple (Atim, 1998,
Atim et al, 1998; Atim, 2001). Mutual health organisations can be combined
effectively with social securlty arrangements in countries that are searching for
equitable health financing strategies (Zschock, 1982; Hoare, 1987). Jacobs ef al.,
(2008), vsuggest'the need to bridge mutual health organisations and social protection
programmes so as: to assist households and communities to better manage risks; and
provide support to the critical poor (see Holzmann and Jorgensen, 2000). The World
Bank Report 2008 suggests: - |

...creating incentives for customers to buy health insurance
packaged with traditional microfinance products could spur the
growth of this market and extend health care coverage within
poorer segments of socwty and . rural populatlons (WB,
2008:43)

Notably, evidence from other .studies has shown ambiguity about the potential of
mutual health organisations to support the poor in accessing health care. While the
researchers have been largely questioning 'they hayé also been recommending a
revamp of mntual health organisatibns (Atim et al., 1998; Arhinful, 2000; Atim and
Sock, 2000; Dablu, 2001; Aikins, 2003; Baku et al., 2006; Baltussen et al., 2006).
Thus, as they are emerging,” mutual health organisations are confronted with
challenges that threaten their financial and overall sustainability (Féirbank, 2003;
Fairbank and Diop, 2003). |

3.2. Financial Viability of Mutual Health Organisations
There are different sources of financing available for health in general and the mutual

health organisatidns in particular, Some researchers observe that mutual health
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organisations need to guard against financial insolvency (Faifbank, 2003). Fairbank

and Diop (2003), observe that while mutual health organisations may offer the
benéﬁts of risk-spreading (health-risk) they themselvés may be at risk of insolvency
in the early days of development. Obviously, the sustainability of mutual health
organisations depends on financial viability, which is an overall indication of their
- financial health and how they can be sustained financially (Atim, 1999; Cripps et al.,
2003). Financial viability of organfsations has been discussed by different disciplines
such as agriculture (Gabriel and Baker, 1980; Johnson and Durham, 1999), hospital
services (Altman ef al., 1998; Matherlee, 1999), microfinance (Blundell, 1998), and
mutual Health organiéations (Atim, 1999; Cripps et al., 2003; Fairbank and Diop,
. 2003; Franco et al., 2006). ' '

- Odhiambo-Otieno (2005), suggests that the evaluation criteria for district health
management information system (MIS) should include: policy and objeciives;
technical feasibility; politiéal viability; administrative operatibility; and financial
viability. “The financial viability criterion fneasures what the system will cost and
what it will produce for benefits. Three cé.tegories are suggested for consideration
when examining measures for hospitals’ financial viability in the United Sfates of

America:
1. The first is net income: this is revenue minus expense. -

2. The second is liquidity and cash flow: this gives providers enough liqu‘id
assets to meet near term obligations to employees, vendors and creditors, and

to move on community needs and opportunities.

3. The third is debt burden: this should be controlled becausé if they are too high,
they can limit flexibility and pose undue risks of default or insolvency
(Altman et al., 1998; Matherlee, 1999).

Other researchers observe that any estimation of sustainable. financing of mutual
health ‘organisations must be considered in respect of how progressive subsidies could
be obtained from whatever source available (Fairbank, 2003; Fairbank and Diop,

2003). This is because most community health insurance schemes (CHIS) enjoy a lot

32



of goodwill in the form of either cash or kind from donor sources (Atim, 2001; Carrin,
2003). In a World Health Orgénisation (WHO) study, community health insurance
schemes (CHIS) were assessed on both financial and administrative terms. A number-
of reasons for .poor financial viébility are identified, including the small scale of
cominunity health insurance schemes (CHIS); the occurrence of adverse selection -
leading to progressively smaller risk pools and higher costs: and important

administrative costs (Bennett et al., 1998; Carrin, 2003, Carrin et al., 2005).

Two caveats are identified. For instance, financial viability is not necessarily equal to
self-financing. Since several partners may contribute to health financing within the
context of community health insurance schemes (CHIS), it is important to identify
.' énterprises and international donors who have a role to play. Additionally, it is
necessary to compare financial viab'i'lity of community health insurance schemes in
the éontext of similar benefits packages. This is due to the fact that community health
insurance schemes may exclude a number of health services from the benefits
packages and therefore show a high pef céntage of cost recovery (Carrin, ‘2003; Carrin
et ai., 2005). |

Similarly, an International Labour Organisation (ILO) study found: that for 69 out of
85 community health insurance schemes, central and local government cover fh’e
Jlarger part of the cost of health services, whilst the central government together with
other organisations are found to be importént financiers in seven cases (ILO, 1999;
Carrin et al., 2005). Conéequently, all sources of financing available to mutual health
organisations must be considered when calculating their 'ﬁnancial viability (Baéza et
al. 2002; Carrin et al., 2005). What is common in all the measurements used is that
financial viability is examined in both financial and non-financial terms. The

‘indicators used for measuring financial viability in this study are shown on table 8.3.

3.2.1. Interplay between Financial Viability, Institutional Viability and Social
Viability | .
Unquestionably, the long term survival of mutual health organisations depends on
their financial viability. However, financial viability cannot be achieved without
énabling institutional environment and the support of social networks in the

communities in which they are located. Thereforé, a successful interplay between
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~ these three factors: financial viability; institutionél framewbrk; and social dynamics,
l' will help to ensure the overall sustainability of mutual health organisations as depicted
in figure 3.1 below. The figure -shows that the sustainability of mutual health
ofganisations depends on financial viability. Financial .viability is also influenced by.
both‘institutional viability and sbcial viability. Thus, there is the need to examine
these factbrs together so as to énsure harmonisation between them. This will ensure |

~ the financial as well as overall sustainability of mutual health organisations. -

Figure 3.1: MHO Sustainability Framework

| C MHO > |

Financial Viability

A

<. Social Viability

Y

Institutional Viability

Cfipps et al.‘i (2003), have>provided analyéis of the overall sustainability of ‘mutual
health organisations using two main dimensions: financial viability and non-financial
viability. The non-financial viability dimension is further categorised into three areas:
institutional, social and technical. However, the technical viability is discusséd in
relation to the management of hevalth insurance risk factors in this chapter (see 3.3).
Thus, the measurement criteria suggested by Cripps ef al. (2003), are used to ésse_ss
the financial perfoﬁnancé of the mutual health organisations in this study. These are
suitable because they indicate the elements and the sources of data from which to
conduct an analysis of the financial viability and over all sustainability of mutual

health organisations (Cripps et al., 2003).
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3.2.2. Institutional Viability

The institutional environment within which mutual health organisations operdt'e also
has immense inﬂuenée on their financial viability as well as factors leading to their
" success or failure. The institutional vi‘abillity is a non-financial indicator and looks at
" how they can be promﬁlgated by incréasing membership, they are socially accepted,
they conduct elections, and how legality and legitimacy issues are dealt with (Musau,
1999; Atim, 2000). Consideration regarding how to finance mutual health
organisations must take account of important factors such as organisational capacity.
This 1s a frequent cause of preventable costs. Other areas of preventable costs are low
enrolment and high utilization fate. "Wasteful use of resources leads to collapsé and a
lot of financial waste can be saved if administrative systems are well structured like

any other business entity (Fairbank and Diop, 2003; Jacobs et al., 2008).

It is also important to address shortage of skills that are common in community health
| insurance (CHI) in most sub-Séharan Africa countries. Some reseérchers found that
areas where the lack of skills are évident are the setting of contributions, collection
and compliance, determination of the benefit package, marketing and communication,
‘contracting with providers, management information systemé and accounting (Atim et
al., 1998, Atim and Sock, 2000; Carrin, 2003; Carrin ef al., 2005). There are some
confident arguments made to the direction that with appropriate instfuments designedb -
for mutual health organisations even the poor in rural and informal sector settings are

insurable (Kutzin, 1995; Atim, 1999). |

Some researchers also argue that if the full potential of the mutual health
~‘organisations is to be realised, there was the need to reinforce their institutional,
managerial and administrative capacities. Experience has shown that they are likely
to enhance performance when they are linked to an organisation, which already has -
experience in financial serviccé and social profection (Ron et al., 1990; Atim, 1998;
Ron, 1999; Atim and Sock, 2000; Jacobs et al., 2008). However, it was found that the
introduction of professional management may well require external subsidy as the
mutual health organisaﬁons on their own cannot mobilise funding to train their

managementl personnel (Bennett, 2004; Carrin ef al., 2005).
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Most of the mutual he_alth organisations are vulnerable to mismanagement, technical
errors and political interference (Abel-Smith & Dua, 1988; Moens, 1990; Ron, 1999;
Atampugre, 2003). -In sub-Saharan Afr_ic'a, the role of government in providing health
care services is seen as paramount. Whilst it is cthidc_red that govéfnmehts’ role in
providing a tax funded health system as a regulatory mechanism is not efficient, other
reviews of‘rural"ris.k-sharing schemes show that governments and other stakeholders
will have to play a major role if mutual health organisétions aré to be scaled up as part -
of a national strategy (Musgrove, 1996; Bloom and Shenglan, 1999; Desmet ez al.,
1999; Tabor, 2005; Poletti ef dl., 2007). The role of government in enhancing the

institutional viability of mutual health organisations is explained below.

3.2.2.1, The Role of Government

Ron (1999), argues that governments need fo play signiﬁcant roles as initiator and
enabler in the development and sustainability of mutual health organisations. The
" management and administrative dimensions of mutual health orgaﬁisations are also
- examined in light of other influential factors includirig, the role of government in the

areas of regulation and subsidy as discussed below.

3.2.2.1.1. The Provision of Regulation _

Different ideas with mixed convictions abound regarding the kind of regulatory
framework necessary to promote mutual health organisations. Desmet ez al. (1999),
argue that the seeming lack of lucid national government healthk_ policy leads to
overlapping of responsibilities and duplication of resource use where there are one or
more mutual health organis_ations. Liu et al. (1995), 'recomm_ehd that governments
could set up a national agency with the responsibility of providing assistance
including, accreditation for mutual health organisations. Atim (1998v), suggésts the
need for governments’ legislation to enable mutual health organiéations to acquire
legal and corporate status through registration, so as to offer protection for members-
who subscribe and pay dues as well as regulating their financial management and -
administration systems. Some researchers also suggest that the role of governments is
to provide stewardship, an enabling conducive environment in the form of effective
devce'ntral.isation,~ tax regulatioh, a better health care delivery system and én
appropriate legislative framework for mutual health organisations (Carrin, 2003;
Carrin and Jameé, 2004; Carrin et al., 2005).
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Despite these suggestions, caution is raised by some researchers that governments
should not create and manage mutuals as excessive locél political interference could
affect registration and growth (Huber e al., 2002). Ron (1999); notes that it is
important to involve neutral agencies to supervise and provide direction for mutual
health organisations, when regulations are develobed instead of using government
machinery directly. Others question whether excessive governments’ control could

cripple the movement (Atim, 1998).

3.2.2.1.2. The Prov1s10n of SubSIdy

There is general consensus regardlng the need for subsidies in the fi nancmg of health
care in developing countries -in general and in Ghana in particular, However,
 researchers and policy makers are not sure of the type of subsidy that governments
‘might provide to support the financial viability of mutual health organisations, which
were set up as voluntary schemes. The suspicion is that if the arrangements are not
balanced, it could Iead to tension between the ‘government, health: providers and the

promoters of mutual health organisations (Atim, 1998; Ron, 1999).

"It is also observed that in compulsory health insurance systems in Europe, the
premiums of the poor or unemployed are subsidised or even directly paid by the
* government as social assistance or in-built in the countries’ social security systems
| (Eisenblaetter et él., 2001). A similar thing could be done for mutual health
‘organisations.” Researchers who support this view also Suggest that in order to ensure
that subsidy achieves its full impact on health care in developing economies, there
should be a strategy to clarify that it is- to cover expenses at hospital level and

} management of the health care system as a whole (Desmet ef al., 1999).

Marcadent (1999), argﬁes that subsidies can be a strong incentive for people to join
mutual health organisations. Similarly, Ron (1999), reveals that the mechanism of
subsidised contributions may encourage as well as sustain membership and supporté
the view that this should be accessible to épecif ic very low and unstable income
families over a limited period. Bennett (2004) also concords to thls view noting that
govemment subsidies to mutual -health organisations should aim at the poor,
particularly those who cannot afford to pay a premium. This would enable them to

access quality heaith care (Bennett, 2004; Jacobs ef al., 200‘8).
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In contrast to the above views, Atim (1998), cautions against subsidising the
premiums because in a World Bank project in Tanzania this proved discouraging.
Ron (1999), expresSes the notion that if thié was to continue for a very long time, it
might discourage some members from making individual efforts to pay their own
dues and they also might drop out from mutual health organisations as soon as such a
subsidy was discontinued.r Huber ez al. (2002), agree with this view noting that it is
~ unwise to subsidise the premium level because mutual heaith organisations cannot.

count on significant budgetary support by the governments of the Africa sub-region.

Derriennic ef al. (2005), found that this approach was unsustainable in Uganda where
 the niajority> of the health 'facility-based mutual health organisations were being
subsidised. There‘ was the fear that this might have had to discontinue at some point.
Premium payments through group-level mechanisms are proposed as plausibie option .
to ensure the longevity and sustainability of mutual health organisations instead of
total reliance on subsidy. The indicators used for measuring the insﬁtutional viability

of mutual health organisations are shown on table 8.8.

3.2.3. Social Viability

Social dynarhics is another important factor that has an effect upon the financial .
viability as well as the overall sustainability of mutual health organisations. This is
described by some researchers as social viability (Atim, 1999, 2000; Cripps et al.,
2003). This is a non-financial indicator and measuresv how the community
participates in the management of mutual health organisations as well as how mutual -
health organisations are accountable to their members as autonomous organisations
(Atim, 1999, 2000; Cripps et al., 2003; Franco et al., 2004, 2006, 2008). It is this
dynamic relationship between mutual health organisations and thevcommunities,‘

which has attracted interest (Atim, 1998, Atim ef al., 1998).

Mutual health organisations are considered as a form of community participation in
health care delivery. They make it possible for community members to contribute to
discussions regardirig how health issues in their communities are structured (Abel-
Smith & Dua, 1988). A community participation approac‘h affords members of

mutual health organisations the opportunity to make suggestions about their health
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priority needs, discuss how to design benefit packages, assess the performance of
health care broviders and enable them to contribute to health financing (Atim ef a/,
2001a, 2001b, 2001c; Poletti et al., 2007). Jakab and Krishnan (2001), argue that this
gives the impression that through mutual health organisations the community can play
a major role in mobilising, pooling, allocating, managing and or supervising health

caré resources (Jakab and Krishnan, 2001; see Jacobs et al., 2008:140).

Some cnipiricalvevidence shows that community participation is usually greater if
mutual health organisations are owned and managed by members themselves than
health providers (Mathiyazhagan, 1998). The usefulness of community participation
and how it can be encouraged has been observed.  This can be enhanced through
increased community representation on the management boards of mutual health
organisations. Through this, members can exhibit responsible behaviour and take up
ownership (Griffin, 1989; Upton, 1991; Ensor, 1995; Eyre & Gauld, 2003; Franco et
al., 2004). o

Other reviews of community participation have looked at the influence of locail
hierarchies and geographical constraints. Local hierarchies can preclude local
committees from successfully' representing the interest of community members
~ because of the presence of male domiﬁation within these committees (McPake et al.,
1993). Community partidipation is sometimes impeded because of the use of
technical language during discussions at meetings, which deprives most members of
the freedom to exercise their right of contriﬁution due to lack of understanding of the
main issues (Atim, 1998; Desmet et al., 1999; Eyre and Gauld, 2003). Thus, the
. _absencé of community,p.articipationv in the development ahd management of the
mutliél health organisations will lead to low participation (Musau, 1999; Atim, 2001).
The relationship between mutual health organisations and stakeholder organisations is

discussed below.

3.2.3.1. Relatlonshlp between MHOs and Stakeholder Orgamsatlons

It is argued that in business, behaviours that have economic motives are 1mp1anted in
interpersonal associations, which take place between participants (Sonnemans et al.,
2006). The socialising activities in such groups or networks (social ties) also

forcefully impact on how organisations perform economically as well as in other areas
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or take advantage of their share of fhe allotted markets. Organisational theorists argue
that the soéialvstructure and the culture of an brganisation affect the eagerness,; with
wﬁich its members decide to sﬁpport, cooperate, 6rganise and harmonise information
théy share and how trust for one another is nurtured. Therefore, there is the need to
: pay attention to both economic and social contexts (Coleman, 1984; Scott, 1.981;
Forsyth, 1990; Turner, 1999; Schneider, 2005a, 2005b; Sonnemans ef al., 2006).

Waelkens and Criel, (2004), suggest that small-scale networks can be formed to
enhance membership and financial power of mutual health organisations (Waelkens
and Criel, 2004; Jacobs et ql., 2008). J acobs‘ et al. (2008), suggest the need for ‘local
and national solidarity arrangernenté to enhance fair crosé-subsidies’. However, they
argue that ‘solidarity mechanisms are socially and politically’ more suitable and can
be sustained where there is ‘one single fund rather than different funds catering for
different population groups’ (p.142). Mutual health organisations have relationships .
with stakeholder organisations in the communifies. Two organisations are discussed

below.

3.2.3.1.1. Health Care Institutions

The. provision of acceptable health care to clients has been found to encourage the
survival of mutual health ofganisations (Ensor, 1995; Leighton, 1995). While there
are many views regarding what constitutes quality health care, Donabedian (1988),
has developed a framework for defining and measuring quality of care and
differentiates be_tweven observed quality of care and perceived quality of care. The ‘
observed quality of care focuses merely on the structure, the process and the outcome.
The structure refers to facilities, personnel and organisation. The process refers to the
interaction between the provider and the.consufner. The outcome also measures the
~extent to which the service meets the consumers’ expectations.  The differehce
betweeh observed quality of care and perceived quality of care is that whilst the
observed quality of care relates to professionally defined standaifds of | care, the

perceived quality of care reflects the views of the patients (Donabedian, 1988).

Under the Ghanaian health care delivery system, quality of care indicators have been

considered to include: waiting time, availability of drugs and availability of health

personnel (Agyepong, 1999; Atim et al., 2001a, 2001b, 2001c; JAHSAG, 2001;
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Adjei, 2005), and good customer relationships exhibited by health care professionals
(Afari-Adomah, 2000). Atim (2001), recommends that the Ministry of Health (MOH)
in Ghana could assist health facilities to institutionalise Quality Assurance (QA)
programmes and a system of facility accreditation to improve quality. Despité Atim’s
fecommendations, Anie and a team of researchérs found that none of the mutual
health organisations in Ghana had policies on quality of care or quality assurance
(Anicefal., 2001). |

“Criel et al. (2002), found in an evaluation of the Maliando scheme in Guinea-Conakry
that quality of care was mentioned 383 times by participants as an important factor in _
the population’s attitude towards the mutual health organisation. Equally, the lack of
quality of care is cited as the most important cause of non-enrolment (Criel et al.,
2002; Carrin, 2003). Different studies have found that quality health care provided by
health institutions is an important factor which encourages community members’
participation in mutual health organisations (Offei et al., 1995; Atim and Sock, 2000;
Akua-Agyepong et al., 2001; Chee et al., 2002; Criel and Waelkens, 2003; Jacobs ef
al., 2008). In order to enhance the satisfaction of insured clients and all patients alike,
Ensor (1995), suggests that governments should adequately inQest in health care to

- improve both availability and quality of services.

3.2.3.1.2. International Donors and Non-Governmental Organisations (NGOs)

Most developing countries often rely on the international donor community (ﬁhancial
aid organisations) to develop the social services sectors including health. The World
Bank Report 2008 argues that ‘the huge variety of financial and developmental
prospects that the health sector presents in sub-Saharan Africa will necessitate
significant participation by all fragments of the investor community (WB, 2008).

These investors include:

1. Financially driven private investors: will find sustained industry growth

combined with opportunities for consolidation;
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2. Angel investors: can engage with innovative social enterprises to deliver great
returns while addressing some of the most pressing health care challenges

facing the region;

3. Double-bottom line investors: such as development finance institutions and
foundations; can collaborate to provide ‘patient capital’ to achieve financial
returns over the longer term while delivering significant development impact;

"~ and

4. Donors: can play a key role by financing those enterprises that are not
financially viable, but have the promise to play a crucial role in the

~development of high-quality pfivate sector healfh care' (WB, 2008).

Preker (2004a), contends that in-sub'—Saharan Africa and o_ther low income regions,
due to the absence of adequate funding for health, there is poor access to even the
under-financed énd low quality publicly financed health services. The consequence
of this is that the health sector is left highly depéndent on donor assistance. Due to
poverty many people are bc‘ing deprived of access to health care at orthodox facilities.
Therefore, a group of non-governmental organisations led by Oxfam is calling on

world leaders to provide free health care to vulnerable groups in developing countries:

...I am writing on behalf of over 60 organisations who today
have launched a report calling on world leaders to act ahead of
.. the high level event on health on 23rd September [2009] at the
UN General Assembly to make health care free and save lives.
User fees for health care are a life or death issue for millions of
people in poor countries. Too poor to pay, women and children
are paying with their lives. For those who do pay, over 100"
million are pushed into poverty each year... (Stocking, 2009)

~ Atim (2000), found that mutual health organiéations enjoy a lot of goodwill frorh the
_doﬁor community, which has translated into the availabili‘ty of a broad range of |
mahagement'and organisational tools developed exclusiﬂzely for such organisations
- (Atim, 2000, 2001). A survey of eighty-two schemes also confirms that mutual health
organisaﬁons usually survive only for as long as transfer payments from an external
souice'can be secured (Bennett ef al., 1998; Dror and Duru, 2000). Thus, most

mutual health organisations in West and Central Africa (WCA) owe their existence to
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the technical and financial assistance from both intemaﬁonal donors and local non-.
governmental organisations (NGOs) and religious groups (Atim, 1998; Atim and
Sock, 2000).

- In general terms, overdependence on international organisations canjcreate funding
gaps if they withdraw their support. Huber et al. (2002), contend that health system
and health financing reforms in sub-Saharan Africa promoted by international donors
since the 1970s have not resolved the problem of reduced access to health care. The.
question is whether this donor support can continue ad-infinitum and what would
happen to the fuhding gap if they withdraw? (Evlo and Carrin, 1992; Gutman, 2009).
On the basis of the fact that intemétion_al donor support, though necessary, cannot be
relied upon forever, the issue which needs to be addressed is whether the
sustainability and the value of mutual health organisations are in the communities that
are very poor with no resources including, social capital fo fall back on or very rich .

' communities where state or private wealth can be mobilised to sustain health
financing and health care. The elements used for measuring the social viability of

mutual health organisations are outlined on table 8.9.

3.3. Mana‘ging Mutual Health Organisations’ Risks Factors (Technical Viabiiity)
Cripps et al. (2003), describe the major health insurance risk factors, which can cause
mutual health organisations’ éollapse as ‘technical viability. Some researchers and
authors include community health insurance scheﬁes (CHIS) as private health
insurance plans and others also make a clear distinction between the variety of private
-insurance forms based on the different roles in the health care financing structure (see
Cutler_ and Zeckhauser, 2000; Colombo and Tapay, 2004; Sekhri and Savedoff, 2'005).
However, critics of private health insurance poinf out two most important problems as
moral hazards and adverse selection (see Paﬁly, 1968, 1986; Evans, 1987; Besley,
1989; Culyer, 1989a,1989b; McGuire et al., 1989; Culyer and Simpson, 1980;
Donaldson and Gerard, 2005). Therefore, it is impor‘téht for managers of mutual
health organisations to be up to date with techniques of dealing with risks associated
with insurance operations (Atim, 1999, 2000). Some of the major health insurance

risk factors are described below (Cripps e al., 2003).
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3.3.1. Adverse Selection
‘ Th1s part also explains adverse selcctlon which isa health insurance risk factor. That
is to say that adverse selection may be described as a scenario where prospective
insurance clients are discriminated against due to factors beyond their control,
importantly, on the basis of health risks or their financial inability to meet the costs of
subscnptlon to an insurance scheme. When this happens certain groups of people in
the 'society, who are mostly: poor, medically indigent, and those with chronic
sickness, will not usually be covered by the agencies and will have to depend on .
charity care, if available (Pauly, 1968, 1986; Evans, 1987; Donaldson and Gerard,
- 2005). On the other hand, adverse selection rnay occur in a situation where people
who are at greater risk of falling ill (high risk) or who are already ill, subscribe to an
insurance scheme ln greater numbers than those who are less at risk (low risk); If the
actual subscribers are people who use the services more extensively, than the average
predicted, then the mutual health organisation is prone to insolvency (Culyer, 1989a,
1989b; McGuire et al., 1989; Cripps et al., 2003). |

In a World Health Organisation (WHO) review of 44 community-based health
insurance schemes, adverse selection was found to be affecting the schemes that
insured against high-cost low frequency events compared to schemes that covered
low-cost high-frequency events. This was attributed to the fact that many people
might have enrolled with the schemes, at the time of illness. Therefore, people with
high risks are more inclined to be over-represented in mutual health organisations
(Desmet et al., 1999; Carrin, 2003). This can also affect the financial viability of the
rnntual health organisations because premiums are calculated on the basis of the
average risk of illness of the whole community or target group. - A communlty health
fund 1n the Boyeboye District of Niger instituted compulsory subscription as a

measure to control adverse selection (Kyeremeh, 2001).

3.3.2. Moral Hazard . , 7

This part explains moral hazard as ahealth insurance risk factor. That is, moral hazard
may be explained as a situation where there is misuse of available health care on the
part of insured clients on one hand and misapplication of health care resources by
health providers. The conviction is that there is insurance money that can be used to

offset the bills (Pauly, 1968, 1986; Evans, 1987; Besley, 1989). Moral hazard occurs
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when the insured members have .a .tendency to use the services more intensively than
if they were not insured. Moral hazard is different from fraudulent use of the services
- because it relates mainly to the fact that the cost associated with the use of the service
to the insured person may be much lower than the actual cost of the service (McGuire
et al., 1989; Cripps et al., 2003). Culyer (1989a), argles that moral hazard arises with
some forms of insurance since the consumer of medical care is confronted with a-
marginal cost at the point of receiving care that is less than the true marginal social
cést of provision; consequently, leading to some loss of welfare (see Culyer,
1989a,1989b). This over-consumption jeopardises tﬁe financial viability of rﬁutual
~ health organisationé. Kyeremeh' (2001), observes: ‘cases of moral hazard have been

reported at the Nkoranza Scheme, Masis etc’ (pl5).

3.3.3. Cost Escalation _ ,

Another health insurance risk factor that managers of mutual health orgériisations will
be confronted with is cost escalation, which results from some actions and inactions
of both the members and health care providers. Some researchers explain that cost -
‘escalation is the danger that an insurance scheme will face rapidly rising cost for a
variety of rcasons; related to the behaviour of both providers and subscribers once
such a scheme is implemented'(see Kyeremeh, 2001). Culyer (1989a), supports this
view and observes that cost escélation occurs where there is .the danger of rapidly
rising costs due to an assortment of reasons related to the behaviour of providers and
patients (Culyer, 1989a,1989b). In some instances, the providers with the complicity
of patients (members) may have incentives to use costly, treatment protocols or.
provide excess services in the knowledge that the mutual health organisation will pay
the bill. That is: ‘the prescfibers in order to please the patients may yield to these
| - demands as ,repo.rted at Nk'orania’ (Kyeremeh, 2001:15). This can drive up the costs
to the mutual health drganisations (see McGuire et al., 1989; Cripps ef al., 2003).

3.3.4. Fraud and Abuse _

Other health insurance risk factors are fraud and abuse which occur where
unregistered individuals who are not entitled to the be_ﬁeﬁts packages may use the
identities of registered members to enjoy the services or benefits Without paying for
them. This occurs where there are no systems in place to check the identity of the

insured clients (McGuire et al., 1989; Cripps ef al., 2003). Kyeremeh (2001),
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suggests that this could be prevented if mutual health organisations institute: ‘social

. control systenis, use photo ID cards or MHO member authenticate’ (p.15).

3.4. Summary of the Chapter

This chapter has introduced the concept as well as analysed the debates about the
~ sustainability of mutual health organisations. It has argued that the sustainability of
mutual health organisations - depends on ﬁhancial viability, However, financial
viability also depends on, and is inﬂuénced by both institutional viability and social
viabﬂity. Thereforé, there is the need for interplay be_twe’en these three key elements,
which this study seeks to exploré. The ﬁext' chaptér discusses the theoretical

framework for the jnterpretation of the findings of this study.
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CHAPTER 4
THEORETICAL FRAMEWORK"

4.0. Introduction ) _
This chapter presents a review of the theories that are relevant for explaining the
findings of the empirical study. The chapter is divided into five (5) sections. Section
one (1) is a review of neo-classical economics theory togefﬁer with related. concepts.

Howevér, this theory is fejected as basis for the interpretatién of the findings of tHis
| study. While section two (2) discusses social policy theory, section three (3) also
discusses community field theory. Section four (4) presehts a brief discussion of the
harmonisation between these two theories: social policy and community field.

Section five (5) is a brief summary of the entire chapter.

The role of theory in research has been discussed by researchers like Silverman
(2006), who observes that: '

...theories arrange sets of concepts to define and explain some
phenomenon...without a theory there is nothing to research
(Silverman, 2006:3) ' :

The theoretical literature underlying health sector reform can be explained from three
different perspectives: private sector involvement, public sector involvement and

community sector involvement.  These have been discussed below.

4.1, Neo-Classical Economics Theory
There have been argumeﬁts that there should be private sector participation in the
financing and delivery of health care. These are based on the philosophy of neo-
classical economics theory (see Lees, 1961, 1962; Culyer, 1989a, 1989b, McGuire et
al., 1989; Frenk, 1994; Berman, 1995). Henry ('1990), argues that influenced by
classical economic theory, neo-classical theory developed after World War I
focuses on micro-economié theory by eXploring the conditions of static ecjuilibrium.
It is concerned with the problems of én economy enjoying equilibrium at full
emplbyment and with savings-determined investment, niarginal utility and marginal
rates of substitution (Henry, 1990). The protagonists of ned-classical economics

theory argue that there was the need to apply market approaches in the social sectors
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~ of the economy: health, education, and social protection, even in countries that are

practising the welfare system (Titmuss, 1974, 1987).

" Neo-classical economic theorists favour the introduCtion_ of health ilnsuranée,
pérticularvly, private health insurance schemes in the health sector as practised in the
United States of America (Evans, 1986, 1987). Steinbrook (2006), éiplains that
privatisation transfers ownership of resources or enterprise from a collective, public
basis to an individual private one. The balance is embedded in fhe property rights |
over the resource allocation decision (Steihbrook, 2006; Di Matteo, 2009). ‘In most
developéd countries, private health insurance is. more often -than not raised by
~ insurance premiums and or out of pocket payments (Propper and Green, 1999). In the
United Kingdom, there was debate as to whether thére should be a move from thé
National Health Service system to private insurance or completely, to the brivate
provision of health care itself (Lees 1961, 1.962;‘Anow, 1962, 1963, 1972; Buchanan,

1965; Klarman, 1962, 1963, 1965a, 1965b; Culyer, 1989a, McGuire ef al., 1989). |

- This theory is also encrypted in the assumption that public sector or government
intervention in the economy could-lead to failure due to inefficiency and lack of
accountability (Preker and Harding, 2000). Whilst advocates for a greater market role
- in health care argue that privatisation will foster greater efficiency, the opponents
countéf—argue this by noting that one of the main reasons for the observed differences
is that governments tend to supply goods and services that are inherently more
difficult to produce thah« those supplied by the private sector leading to greater -
inefficiency (Stoddart and Labelle, 1985; Di Matteo, 2009). '

The proponents of private sector involvement argue that health care is a private good |
because individuals can be excluded from consumption for non-payment (Di Matteo,
2009). Williams (1988), argues that while the proponents of private health care view

health care as part of society’s reward system, public health advocates argue that such

access is every citizen’s right (Williams, 1988; Di Matteo, 2009). Hurley (2001), |

notes that the defect in the operations of a system of private health insurance markets
alone is that it will not be able to pfovide the expanded access required by the entire
people in the society, as the low-income members would not be able to procure health

care insurance policies in view of unaffordable premiums.
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* 4.1.1. New Institutional Economics ‘

The new institutional economics is a concept which provides a justification for

organisational activities: to facilitate and widen the neoclassical optimising
descriptions to include costs of contracting. . This gives a basis for the degree to which

organisations choose ‘trade or hiefarchy as the appropriate form for componenis of
their bﬁsiness’ (Roberts et al., 1998:278). Rafferty et al. (1994), based their analysis

of quasi-market on transaction costs theories. These theories have similarities with

~ the subjective cost theories since it is the awareness of costs instead of estimated costs

with thé intention of motivating entrepreneurs (Rafferty e al., 1994; Roberts ef al.,

' 1998). Buckley and Chapman (1997), argue that: '

transaction costs are funny things: the most important of them
exist not in reality, but in realities that have been avoided, in
-worlds that have not come. to be (Buckley and Chapman,
1997:136).

Roberts et al. (1998), postulate that tranéaétion cost economics surrenders to ‘a modus
vivendi for décision making yet has potentially tautological outcome as survivors are
‘by definition those that choose the optimising stratégies’ (p.279). Appleby (1994b),
argues that transaction costs in the quasi-market field have focused not on expectation
of the costs that could arise from agreeing to a meticulous organisational form but on
the time spent by the workforce on the contracting process (see Appleby, 1994a;
Appleby, 1994b; Roberts e al., 1998). Roberts et al. (1998), observe that:

proposals for the reform of the health system in the UK, to
reduce the management costs of transactions in a quasi-market,
while rightly concerned with reducing costs of billing, neglect the
much more important aspects of transaction costs that require
more insightful management (Roberts et al., 1998:279).

Barrowclough, (1998), shows a different view that although proficient organisational B
forms may emerge and rhanaged by knowledgeable ’manager entrepreneurs which
could help to minimise prodﬁétion and transaction costs, these might still be
‘unproductive social organisations except those discussing the contracts take steps to
‘internalise these external effects and manage any public good aspects of services in

the contracting process’ (see Roberts et al., 1998:280).
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"Trust is essential in building relationships to enhunce the contracting procesé. Roberts
Vet al. (1998j, inform that straightforward contracting is uncommon in areas of welfare
~ since enclosed logic and doubts triumph, which present a scope for .opportunisru.
However, they emphasise that it is the relatlonshlps that build up among the business
parties that afford the best guard against opportumsm The belief is that such
| relatlonshlps complement contracts and may increase cross organisational forms,
- networks, neither market nor hiérarchy but some rn1x that is more collaborative and
trusting than combative and competitive (see Allen, 1995; Hughes et al., 1997,
Banlett, 1991; Roberts, 1997; Maher, 1997; Olsen, 1997a; Roberts et al., 1998).

McMaster (1998), studied the movement away from the strict behavioural assumption
of individual self-interest in neoclassical economics. _,This was a response to the fact
that agency relationship is rooted in cultural norms and customs. These norrus and
routines give direction for 'saiisfactory conduct in standard business interéctions and
provide the goodwili trust that exists between the parties (Sako, 1992; McMaster,
1998; Roberts et al., 1998). Other analysts- also argue that trust is seen as an
externality that lessen‘s behavioural vagueness and so increases efficiency (Arrow,
1974; Roberts et al., 1998) The assumption is that trust énables governance costs to
reduce, takes time to build up but can be destroyed mstantly and may be 1mpractlcable
to restore (Dasgupta, 1988 Le Grand, 1997a, 1997b; Roberts et al., 1998).

Lyons and Mehta (1997), distinguish between self-interested trust and social oriented
| trust and point out that there is danger of econbmists and sociologists adopting polar
~ locations regarding trust. While the economistsvperceive trust as instrumental and its
‘benefits quantifiable; sociologists and anthropologlsts observe trust as set in somal

engagements. Whilst these perspectlves are valid in transaction costs, trust must
- necessarily involve mutual value system (Roberts er al.; 1998).. Bhasker (1994),
argues that these mutual social and group value sets both shupe and are shaped by the
relations betweén structures and individual agents (Bhasker, 1994; Roberts ét &l.,.
1998). While Lyons and Mehta (1997), recognise that there is an interplay between
structures and agents (see Lyons‘and Mehta, 1997; Roberts et al., 1998). As a result,
in ‘formulating policy’ it is important to be aware of the ‘dynamics of thesc
interactions’ since policy may “impose pressures that can undermine traditional

patterns’ and ‘disrupt functioning long-term relationships’ (Roberts ef al., 1998:282).
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4.1.2. Transaction Costs and Reform

Organisations are subject to.change caused by both internal and external factors.

| Discussing transaction costs and changé, Hughes et al. (1997), question the autonomy
of executives in the quasi-markets and their competence to assume opt_imising plans
and suggest that quasi-rﬁarkets are under goverﬁmént control because they are formed
by‘ the government and as a result could be transformed by the same government
decree which established them (see Hughes er al., 1997; Roberts ez al., 1998). This

debate is succinctly discussed by new institutional sociologists, as explained below.

4.1.3. New Institutional Socioldgy 7

Institutional sociologists have faced up to the opinion that sﬁrvival of an organisation
depends von it being efficient (Perrow, 1981a; Roberts ef al., 1998).-Some researchers
show that reforms in organisations are caused by three forces namely: coercive f.orccs,'
normative pressures or imitative processes (Di Maggio and Powell, 1991; Hughes et
al., 1997; Roberts et al., 1998). Coercive forces are the prevailing approach adopted

in the health sector where the sector is subject to:

annual rcvenuc allocations, annual contracting timetables, cost
improvement per centages, pricing rules, standardised returns,
conciliation procedures, charter standards and long-term strategic
targets (see Roberts ef al., 1998:281).

Normative reforms in organisations are caused by the kind of pressure normally
exerted on management by professional groups over issues of common standards of
conduct. The imitative pressures are alsd orchestrated by apparent need for the
development of administrative procedures and the form which contraéts should be
undertaken (Hughes et al., 1997, Robertsv et al., 1998).

Some economic and policy analysts argué that it is ambiguous how far organisational
forms will congregatc as suggested by some of the isomorphic theories (Roberts ef al.,
1998). They wonder whether diversity will cohtinue because diversity may arise
either as an adaptive reaction to dissimilar circumstances or as meaninglessvchange in
undeveloped systems that may be unsuccessful because of organisational reservations,
recurrent interference by governments and absence of financial or cultural property

rights of the contributors (Di Maggio and Powell, 1991; Roberts ef al., 1998).

51



4.1.4. Private Finance Initiatives ‘

In the health sector, the current trend of reform is aimed at using the Private Finance
Initiatives (PFIs). Under this initiative, the private sector is contracted to provide |
~ some or all of the capital funds to ensure the construction or provision of a particular

service in the health sector. This is paid baok through a system where the hospitals

provide some Tservices and charge for them so that they can recoup such investments _
made from the public sector and to a lesser extent, the private purchasers (US

Congress, Office of Technology ‘Assessment, 1'995; Donaldson and Gerard, 2005).

4.1.5. Justification for the Choice of Social Policy.and Community Field Theories
However, the above theories are not applicable to this study because currently, in

Ghana, like most other sub-Saharan‘Africa countries, the role of the vpri‘vate sector and
| contracting in the financing and delivery of health is negligible, although there are
attempts to integrate private providers -into the mainstream health care provision
(Sekhri and Savedoff, 2005). Moreover, the changes in the heaith sector are also
neces-sitated by government regulation since the health sector depends on government
funding (see Di Maggio and Powell, 1991; Hughes ef crl., 1997; Roberts et al., 1998).
Therefore, social policy and community field thcories are being applied. In Ghana,
health financing and delivery necessitate concerted efforts between the‘ government
and all stakeholders including, the community. Current health care dispensation is a
pluralistic system whereby the public health sector, private health sector -and -
traditional medicine practitioners are encouraged to pool resources together to ensure
that health care is easily accessed by the population (WHO, 1978; MOH, 2003c,
2005). Most of health care providers are located in thebcomm‘unities and require

cooperation of the people to ensure their effective functioning.

While social policy theory explains the influence of governments’ intervention in
ensuring equity of health financing and delivery, community field theory helps in
construing the role that the community itself playe in sustaining commonity
development progranrmes‘ such 'as‘: health financing .and‘deli\./ery and in. the
achievement of equity goals. This strategy helps to integrate both community and
social participation»mechanisms to ensure implementation of programmes (Mills e?

al., 2004). Epple and Romano (1996b), show that under a dual public-private system
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of health care provision, an equilibrium exists whereby the rich and poor together
prefer redl.lcedv public provision while the middle class prefers more (see Epple and
'Romanb, 1996a; Epple and Romano, 1996b; Di Métteo, 2'009). In addition, economié
theory suggests that mixed systems of health care provision are a likely outcome,
iw_hich is. much like other publicly provided goods with privately available
counterparts. ‘Marchand and Schroyen (2005), also observe that a mixed health care
system may improve on é pure public system if earnings dispersion is large enough .
(Marchand and Schroyen, 2005; Di Matteo, 2009).

Key elements of social policy and community field theories are summarised as .
depicted 1n ﬁguré 4.1. The diagram shows how social policy theory (state
intervention) and community field theory (community involvement) can be combined
to explain health sector reforms. The rationale of state intervention results from the
fact that governments want to ensure that certain objectives are achieved through a
process of implementing certain policies, standards and regulation in the health sector.
Community field theory also explains community involvement in health sector
reforms. This is achieved by explaining ﬁow social and human capital or community

wealth are utilised by the community members to achieve desired results.

~All the activities performed by’the government and the vcommunity are harmonised.
Since the community complementsn the efforts and policies of Athé government in the
health sector, social policy and community field theories are harmonised to expiain
the findings of this sfudy. It argues that there is the need to enhance complementarify
between the government and the community. This ensurés that triangulation, which
involves the ability to compare ‘different kinds of data, for example, quantitative and -
4 qualitative and different methods’ such as ‘observation and interview to see Whether

they corroborate one another’ (Silverman, 2006:307), is enhanced.
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Figure 4.1: Elements of Sociai Policyband Commuhity Field Theories
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4.2. Social Policy Theory
This part explains the concept of social policy. On one hand of the debate regarding
state versus private: seétor participation in the e(':onomyAis the social policy and,
welfa;e philosophers such as Marshall (1965), and Titmuss (1974, 1987), whose
perspective is fhat the state should control market forces; in this casé, public financing
and delivery of health and health care. Marshall (1965), saw the market economy and
inequélity of rewards, as important reasons to sustain a prodﬁctive and good
organisation that could help ensure that civil and political liberties in the society were
maintained (Mafshall, 1965; Titmuss, 1974, 1987). Although, Titmuss’ work is said
| to lack é theoretical basis (Fontaine, 2004), Marshall is said to maintain a normative
‘theoretical constituent and is criticised for been idealistic in his approach (Mishra,
1982). Hence, Titmuss’ position has been adopted for the intefpretation of this study
(Titmuss, 1974, 1987). |

Discussions abound on what constitutes social policy. One view expressed by
Goffman (1963), is that social policy is that Which is centred in those institutions that
create integration and discourage alienatioﬁ (Goffman, 1963; Caplow, 1954; Titmﬁss,
1974, 1987). Marshall (1965), observes that ‘social policy is not a technical term with
* an exact meaning. It is taken to refer to the policy of governments with regards to -
action having a direct impact on the welfare of the citizens, by providing them with
services or income. The central core consists of ‘social insurance, public or national
assistance, the health and welfare services, housing pblicy’ (Marshall, 1965:7;
'Titmuss, 1974:30). ‘ |

Titmuss (1974), suggests that‘the_w.ord ‘policy’ attached to ‘social’ should be
understood as ‘the principles that govern action directed towards given ends; which
implies change: changing situations, systems, practices, behaviour’ (p.23). The word
‘social’ seeks to position man in society and his association with nbn-econbmic'
factors such as human interactions. Theréfore, social policy is part of the ‘self-
regulatory mechanisms built into a ‘natural’ social system’ (p.24).. Change is a
dynamic process and‘anything that is subject to change can be considered as social
policy or welfare theory. Perhaps this explains why Titmuss is accused of lacking

theoretical aptifude in his analysis of social policy (Fontaine, 2004).
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Titmuss (1974), argues that the term ‘pOlicy’ or social policy is used in an ‘action-
oriented and problem oriented sense’ with the collective ‘we’ used to refer to the v
.performance of state machmcry and how it expresses the ‘general will’ of the people
it governs (p.24). It is this view of collective ‘action-oriented’ and ‘problem-oriented’
programmes that makes it imperative for govemmenfs, all over the world irrespective
ibvf location, economic ranking or political orientation to demonstrate commitment in
‘leadership. In addition, social policy is expected to be‘ ‘beneficent, redistributive and
concerned with economic as well as non-economic objectives’ and “involved in

choices in the ordering of social change’ (p.30).

Le Grand (1997), argueé that there are two m'ain-changes' taking place in welfare-
oriented states like Britain and other developed ‘economies. The first one is the
replacement of the state provision of services.by ‘quasi-market’ i)rovision. This
involves the introduction of competition into the delivery of social services: such as
education, health care and social care. This is ‘pro-market in nature’ and has
relationship with the neo-classical economics theory discussed earlier (refer td 4.1).
The second change concerns the other side of the welfare state. This deals with social
security or the redistribution of income.  This may be illustrated as the
supplementation of ‘fiscal’ by ‘legal’ wélfare. Legal welfaré involves the use of
vrcgulation or legislation to intervene in market outcome and could be interpreted in
part as ‘én‘ti-market’. ' These developments pose interesting questions for social

policy analysts.

Roberts et al. (1998), posit that the quasi-market revolution had been a defining
characteristic of social policy in the 1990s and eXplaih that quasi-market resolution is
- predisposed to address issues that the ‘markets fail to accommodate and locate-
bureaucratic failures in provider units and to rely on purch.asers to deal with matters
that the markets fail to accommodate’ (p.276). Le Grand (1997), further observes that .
‘quasi- -market and legal changes in welfare systems’ are based on a particular view of
‘human motivation and behaviour’ (Le Grand, 1997:149). Di Matteo (2009), supports
this view and argues that the public-private debate in health care has two aspects.
Thus, it is a discussion in public economics and it is also an ideological debate
between the proponents of a libertarian or markef view versus an egalitarian or non-

market view of health care prdvision. Giaimo and Manow (1999), also argue that
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social health insurance schemes in some countries are provided as part of the
collective social provision and protection based on a political ideology of a welfare
- state (Esping-Anderson, 1990; Giaimo and Manow 1999). According to Titmuss
(1974:30-31), there are three dlfferent models of social policy, which can be used as

framework for redlstrlbutlon in the state as discussed below

~ 4.2.1. The Residual Welfare Model of Social Policy

This model subsists on the. assumption that there are situations that are natural for
- mankind, which help to fulfil the basic needs of an individual, irrespective of their
status, and is universally enjbyed'by all. Two comerstones of this are the family and
the private market. The individual is born into a family, which has the responsibility
to provide for their basic requirements. The private market proQides another avenue
through which individuals can meet their necessities of lif;:. In the event that the basic
means of ﬁllﬁlment are unrealisable, another alternative system must be available that
can provide support. .This is where the intervention of government or social welfare
‘becomes relevant. Titmuss (1974), criticises this model of redistribution and income
maintenance on the basis that it assumes that ‘the true objectiv¢ of the welfare state is

to teach people how to do without it’ (see Peacock, 1960:11; Titmuss, 1974:31).

4.2.2. The Industrial Achievement-Perfofmance Model of Social Policy

This model is based on the premise that government machinery itself cannot perform
all functions for the pbpulation. This calls for institutions like social services or
welfare to be a system-wide organiSatibn of the national ecohbmy. However, people
in need would have to fulfil certain eligibility criteria: “of merit, work performance
and productivity’ (Titmuss, 1974:31). The root of this postulation is linked to
‘economic and psychological theories’ concerned with certain elements such as

‘incentives, effort and reward and the formation of class and group loyalties’ (p.31).

4.2.3. The Institutional Redistributive Model of Social Pdlicy

This model posits that if collective ‘action-oriented’ and ‘problemfsolving’
programmes are to be manifested in a country, a national institution such as social
welfare or social security scheme should be established and operated without the
defining wéll of the private market. The state must focus attention on the ‘principle of

need’ by redistributing national wealth through such an institution. This would
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contribute to realising ‘multiple effects of social change and the economic
system.. pr1n01ple of social equallty (Titmuss, 1974:31). Titmuss’ (1974, 1987),
perspective agalnst capltahst economic system provides the theoretlcal framework for.
studying social policy and social welfare provisions 1ntroduced by states and

governments.

Titmuss (1987), suggests that the institutional redistribution model of social policy
would ensure that the citiiens demonstrate altruism, which would ensure reciprocal
acts of giving (Rapport and Maggs, 2002) The gift exchange process may be of
forms such as economic, religious, social and moral (Titmuss, 1943; Reisman, 2004).
B Titmuss ( 1987) views mstltutlonal redistribution under social policy in the sense that
it is an instrument that could be used to uplift economic ﬂex1b111ty The marketisation
of the economic system would lead to somal dlsruptlon and retard social growth, as
“gain-seeking market in general is hostile to social unity (Tltmuss, 1987; Reisman,
2004; Fontaine, 2004). o

4.2.4. The Rationale of Government Involvement .
This part explicates the rationale of governments’ involvément in health sector
reforms. Social policy theory demonstrates the need for governments to have |
maximum control 6f the market forces, especially, social sectors of the economy:
health, education and social protection. This ensures that better care and services are
provided for deprived people in society who would otherwise not be able to access
them. Some people would not be able to access quality health care, if it was left to the
“private sector and private health insurance schemes to manage. Titmuss (1974, 1987),
shggests a different view to the pr.ivateA market concept of the economy‘ on grounds
that it is a deviation from what the’bona fide role of the state should be in managing
" economic and social change proceéses in any country. The role of government
(welfare state) in the provision-of essential services must be sustained even if there
was cconomic growth and development. The rationale behind the total involvement
of government in health financing reform is based on many factoré, with the need to
enhance national cohesion amongst the people being prominent. The government
envisages that its involvement in health financing and medical care provision could

assist in reducing the disparities amongst families and houscholds in their access to
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and utilisation of this important service (Titmuss, 1987). Some of the reasons why

governments intervene in health sector reforms are discussed below.

4.2.4.1. Undeveloped Prlvate Health Sector ‘

-Whlle Barr (1988), argues that the most suitable premise for the dellvery of health

care is held by efficiency and social justice, Helm (1986), observes that the perfect

competition in the market is one of the many institutional approaches to obtaining

optimal allocation of resources. However, failures of the market economy in the

health sector afe many (Culyer, 1988, 1989a, 1989b; McGuire e al., 1989;‘ Preker and

Harding, 2000; Donaldsbn aﬁd Gerard, 2005). For instance, there is asymmetry of

information in the health care market. The availabi}lity‘of information will aid the

- prospective clients to make an informed decision regarding what benefits they want

from their ‘interactions with the health insurance organisations. However, in the

health sector, sometimes the prospective clients may lack the ability to search for the .
information and have had to depend on the insurance providers at the same time to

provide such information. When this happens, it is termed information asymmetry

(Culyer, 1989a; McGuire ef al., 1989; Donaldson and Gerard, 2005). '

Again, there is the absence of consumer confidence in the health care market.
Consumer confidence assumés that consumers are fully informed, khowledgeable and
possess the ability to search for producers with the loWestrpf’ices. However, in the
health care market, there is the lack of fully informed and knowiedgeable patients or
* clients who have the ability to weigh up the costs and Beneﬁts of ﬁealth care so that
they can make a choice which can lead‘tc.> the maximisation of their well-being (Olsen
et al., 1999; Donaldson and Gerard, '2005). _4M0reover, 