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Executive summary

The present technical report shows that an exterdidree coverage to all children under

the age of six decoupled from the registration fed parents, under the assumptions
adopted for the study, is financially feasible dmidlds on the existing commitment of the

Government of Ghana, to extend health insurancerege to all its population.

The extension of the coverage to all children urtderage of 18 while financially feasible
in the short-term due to the high level of reserugsently available in the National Health
Insurance System (NHIS), will bring the NHIS toefidit around 2015.

Therefore, it is recommended that the extensiooovkrage proceed in stages beginning
with the universal coverage of children under tge af 6 in the immediate and then

following a review of the financial system of théll an extension to other age groups of
children.
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1. Introduction

The National Health Insurance System (NHIS) in Ghauich began implementation in
2005 is still very much in the phase of extensidrcaverage. While coverage in the
system has been increasing over the last two yemamsa level of 17.2 per cent in 20b®

a level of 47 per cent by June 2007, the ultimate objectivehef $ystem is to attain
universal coverage.

During the same two year period the National Heattburance Fund (NHIF) had
accumulated a reserve in excess of 280 million U&$income of the NHIF, from the
contribution transfer from SSNIT members, the Headsurance levy and investments, has
exceeded expenditure of the NHIF. In 2006, the ipdatio of the NHIF was 1.92, in
other words the Fund had enough reserves to copprodimately two years of
expenditure. Even though it is clear that expemditievels over the next years will
increase as the scheme matures and coverage exrélas high level of current reserves
gives the National Health Insurance Council (NHIG% possibility to propose policy
options to use these reserves for example to bopostlation coverage by providing
premium subsidies for registration of specific \arble categories of the population. The
NHIC has a clear mandate to “...make proposals toMmester for the formulation of
policies on health insurance...” (see National Heaidurance Act 650 Article 2 §2(e)).
Furthermore, the National Health Insurance Act BBlicle 27 paragraph 2(d) states that
the monies from the Fund shall be expended asasllo..to provide support to facilitate
provision of or access to health service...”.

It is in this context that the NHIC is considerit@gpropose the automatic registration in
the NHIS of all children under the age of 18 inithmvn right and exempt them from
payment of contributions. However, prior to propgssuch a policy measure, the medium
to long-term financial implications on the budgétttbe NHIS need to be ascertained to
ensure that its financial viability is not compraed by this policy proposal.

The ILO, more specifically the ILO team on missianAccra, headed by Mr. Cichon and
composed of Ms. Pal and Mr. Tumwesigwe (ILO comsu)t was requested by the
Executive Secretary of the NHIC for technical agvioncerning the financial analysis of
this policy proposal in form of a technical noteheTaim is that the findings of the
technical note will serve as a basis for the disions of the Executive Secretary with the
President, the Minister of Health and national stetders.

The present technical note thus provides a finhadalysis of the policy proposal through
the development of projections for two alternateenarios which assess the implications
of modifications to the coverage rate of childr&gednario | coverage of all children under
the age of 18; and Scenario Il coverage of alldchi under the age of 6). It should be
noted that this technical support comes in the éaork of on-going support which the
ILO has been providing to the Government of Ghanaes2002 and subsequently from
2003 in the context of the NHIS.

! See ILO (2006)Financial assessment of the national health insurance fund. Technical note
(Geneva).

2 According to data provided by NHIC in August 20®fowever, for projection purposes in the
model we have taken the more prudent estimate tidred coverage rate of 26.4 per cent of the
population in 2006.

® According to data provided by NHIC in August 2000n 31 December 2006, the financial
accounts of the NHIC showed an accumulated furappfoximately US$ 254 million.
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2. The methodology used

The health budget model, which forms part of a agfeguantitative social protection
governance tools developed by the ILO assists ypaliakers in evaluating the financial
status of the health system and to ascertain gwlficonsequences and feasibility of
specific policy measures. The health budget modlelutates the income and expenditure
of the health system by taking into account demggma developments, economic
developments and assumptions (such as populatmntiyr GDP growth, inflation, etc)
and scheme specific parameters and assumptiont @sidegal parameters, type of
benefits offered, etc).

In the context of the support provided by the ILi,2004 a health budget model was
developed to map out the financial status of the N&{IS in Ghana. In 2006and in the
first trimester of 2007, the model was enhanced and updated. The presenicial
assessment is based on the status quo versioa 20€Y update.

4 See ILO, 2006.

® See Yankah, B. et al., 2007. Forthcomifgvision of the national health budget model for
Ghana.
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3. The policy proposal

The NHIC is considering to propose the automatigsteation in the NHIS of all children
under the age of 18 in their own right and exerhpit from payment of contributions.
This would involve decoupling the requirement oklng registration of children to that of
their parents as the National Health Insurance R&guos, 2004 (L.I. 1809) article 568(a)
lays down that children “....under eighteen yearsagé and both of whose parents or
guardians are contributors....” are exempted frontrdmution payment. Such a proposal if
accepted would require the amendment of the Ndtibiealth Insurance Act 650 or a
Presidential Decree to enable its implementatidme Present technical note does not
attempt to address these legal requirements toleetiad implementation of the policy
proposal.

The NHIC is proposing to subsidize the contributpayment of all children covered by
the scheme and would transfer this amount to teicti mutual health insurance scheme
for each child registered.

While the proposal to cover all children up to #ge of 18 would be the most desirable
from the social perspective it may not be finadgialistainable. Therefore, it may be more
prudent to gradually build-up over the next fewrgethis group of children. In the base
case it has thus been proposed that the group @tgghildren under 6 years of age. In a
second stage this group could be extended to @vehildren under 10 years of age and
so forth if this can be sustained financially bg tKHIS. In the end it will however be a

matter of national social priorities which will deé what can and should be provided by
making available the required resources.
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4. General assumptions used in the model

4.1. Demographic development for the group

In 2006, according to the population projectiongedugn the model, the population of

Ghana was 22.1 million. Table 1 provides the shafrespecific age-groups in the

population. The proportion of children (0-5) in tte¢al population decreases from a level
of 16.7 per cent in 2006 to 14.1 per cent in 20b@mas the group of 0-17 represents in
2006 approximately 45 per cent and in 2016 appratéig 41 per cent of the total

population.

Table 1. Proportion of population and of insured in selected age groups, Ghana, 2006-2016
(in per cent of the total population)

Age group Proportion of population (in per cent)

2006 2010 2016
0-5 16.7 15.9 14.1
0-10 29.0 28.1 25.7
0-17 452 43.5 40.7

In 2006, approximately 30.4 per cent of the chitdup to the age of 18 were insured in the
NHIS.
4.2. Demographic and economic assumptions for the projections

Table 2 provides a summary of some of the mainmagBans used in the model to project
income and expenditure of the NHIS.

The economic parameters were maintained the santkee@tatus Quo projections as well
as the two alternative scenario projections. Thenatgaphic parameters apart from
coverage rate were also maintained for the alktprejection cases.

Table 2. Main economic and demographic assumptions 2006-2016, Ghana

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Health insurance 25 25 25 25 25 25 25 25 25 25 25
contribution rate

Average salary 16.4 15.8 15.0 143 14.3 135 135 12.8 12.8 12.8 12.8
increase per annum

Rate of Increase of 4.0 4.0 4.0 4.0 4.0 4.0 4.0 3.5 3.5 3.5 35
SSNIT membership

Compliance level 90.0 90.0 90.0 90.0 90.0 90.0 90.0 90.0 90.0 90.0 90.0
(formal sector)

Medical inflation 13.6 13.1 125 119 11.9 1.3 1.3 10.6 10.6 10.6 10.6
GDP growth (nominal) 15.8 22.5 16.0 16.0 15.8 14.7 141 135 129 129 12.9
Ave inflation (CPI) 109 105 10.0 9.5 95 9.0 9.0 85 85 85 8.5

The above assumptions were based on data and information from various sources which include the Health Insurance Law, SSNIT, Ghana
Statistical Service, National Health Insurance Council, Ministry of Health and the National Budget (several years).
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Coverage rate (Base Assumption)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

SSNIT contributors 789 870 870 80 880 8.0 8.0 9.0 9.0 9.0 9.0
SSNIT Pensioners 932 940 940 950 950 950 950 950 950 950 950
Children Under 18 years 304 320 320 34.0 390 440 490 540 59.0 68.1 731

Elderly aged 70 and above 675 700 710 72.0 73.0 740 750  76.0 77.0 780  79.0
(exclude SSNIT pensioners)

Indigents
Informal sector

National

6.3 7.0 7.5 8.0 8.5 9.0 95 100 105 110 115
188 260 270 280 330 380 430 480 530 580 63.0
264 303 308 323 366 409 452 495 537 596 638

On the income side of the NHIF, the transfer fro8NSI members has been projected
taking into account a 2.5 per cent contributiortfemwage bill, contributions from persons
from the informal sector registering in the scheand paying in 2007 the contribution of
cedis 72,000 per annum per adult insured. The iboribn rate has been increased
annually in line with medical inflation.

The health insurance levy of 2.5 per cent has lpegjected to increase in line with GDP
growth. An assumption is made that the health aste levy which by law has been
earmarked for the purpose of financing the healtluriance system and which should be
transferred by the Ministry of Finance to the NHi& of 2008 will be fully transferred to
the NHIF. Especially in the case of the implemeatatof the proposed increase of
coverage of children, the sums due to the NHIF Ehba forthcoming. Should this not be
the case then the financial viability of the NHE-rot guaranteed. Investment income on
the reserves of the NHIF are also calculated.

On the expenditure side, the average cost of comdexed in line with medical inflation
and the average utilization rate of the insured taen into account to calculate the cost
of health care provided. Administrative costs foe tNHIS indexed in-line with inflation
were also calculated. The amount covered by theFNBll financially distressed DMHIS
and the support provided to providers has also bakulated.

It has to be noted that the level of the annuadiizd is extremely sensitive to the level and
structure of the population coverage. If the popotacoverage were to be increased by 10
per centage points until 2016 compared to the lesgdrojection, by increasing the
number of indigents and the number of childrentine groups that would not generate
further contribution income while leading to highetpenditure, then the balance would
turn negative after about 10 years.
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5. Results of the projections

5.1. Status quo projections

As a central point of reference, the financial depment of the health insurance system
was modeled on the basis of the above assumptiwhthe existing law and practice . The
status quo projections as documented in Table 8 ghat the system will continue to
achieve positive annual balances through the giojeperiod of 2007 to 2016. It needs to
be stressed that this can only materialize if:

- the national population coverage is 63.8 per asrirojected,

- the national average level of utilization of theured population will not exceed the
rate of 1.6 to 1.7 contacts with the health sysfmm capita per year (which is
equivalent to 3.6 times the average number of ctsita 2006).

The latter may require the change of the providaynment systems away from the
presently used fee-for-service method in the mediemm future. More aggregated

payment systems, such as capitation stem from atiert care and global hospital

budgets, might have to be used to contain the ivegéihancial effects of unchecked

utilization. Without such safeguards the first stawal annual deficits of the system could
be expected around 2020 and the reserve could Hmusted by 2025. In order to avoid
that situation a structural upward shift in conttibn rates in the formal and informal

sector by about 20 per cent (i.e. from 2.5 per te per cent of the insurable earnings)
would be necessary around 2015.

GHANA-R.16-08-08



Table 3.  Development of NHIS income and expenditure 2006-2016, Ghana (in millions of new Ghana cedis)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Income 203 278 326 385 460 543 637 740 854 982 1,124

SSNIT (Health Insurance Contribution) 41 44 53 63 75 88 104 122 142 166 194

Membership 0 0 0 0 0 0 0 0 0 0 0
Average salary 0 0 0 0 0 0 0 0 0 0 0
Health Insurance levy 152 186 216 250 290 333 379 431 486 549 619
MHO's (Premium income) 8 16 20 23 32 42 54 69 86 107 132
Investment Income - 29 35 45 60 77 9% 114 135 155 174
Donor support 2 2 3 3 3 3 4 4 5 5 6
Expenditure 57 199 196 222 278 342 421 513 624 779 938
Subsidies 26 37 62 75 94 118 144 173 205 247 289
Indigent 1 1 2 3 3 4 5 6 7 8 9
Children (under 18) 18 26 44 53 68 86 108 131 157 194 229
Elderly (70 & above) 2 2 4 5 6 7 8 9 10 1 12
SSNIT contributors 4 6 1 13 16 18 21 24 27 30 34
SSNIT pensioners 0 1 1 1 2 2 3 3 4 4 5
Benefits paid by MHO 18 92 108 129 167 213 268 332 407 511 619
Number of insured 0 0 0 0 0 0 0 0 0 0 0
Number of contacts 0 0 0 0 0 0 0 0 0 0 0
Average cost 0 0 0 0 0 0 0 0 0 0 0
Utilisation rate 045 160 160 161 161 162 163 163 164 165 1.66
Service providers support 25 28 32 36 40 44 49 55 60 67 74
Financially distressed schemes 1 49 32 37 48 61 78 99 126 168 210
Total administration 13 30 25 21 23 24 26 28 30 33 35
Council secretariat 8 9 10 11 12 13 14 16 17 18 20
Aministration & logistics (MHO's) 5 10 6 6 7 8 8 9 10 11 12
Secretariat building - 1 - - - - - - - -
MIS & ICT - 9 8 3 3 3 3 3 3 3 4
Balance (surplus/deficit) 146 79 130 163 182 201 216 226 229 203 186
As % of income 72 28 40 42 40 37 34 31 27 21 17
Reserves at the end of the year 294 372 502 665 847 1,048 1,264 1,490 1,719 1,923 2,109
Rate of return on investment (%) 10.2 9.8 9.4 9.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0
(Average 91-day treasury bill rate)
Fund ratio 147 190 226 239 247 249 246 239 221 205 186
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5.2. Alternative coverage scenarios

Figure 1.

As requested by the NHIC the above assumptions werdified, so as to reflect two
different alternative coverage scenarios:

Scenariol: all children under age 18 are to be covered regssddf the insurance status
of their parents

Scenario Il: all children under age 6 are to be covered régssf the insurance status
of their parents

Under both assumptions it was assumed that thenmeagure would be introduced as of 1
January 2009 and that during the first year anaygecoverage level of about 66 per cent
of the respective groups of children would be redchn the second year a coverage level
of 100 per cent of the respective groups would éaclied. The following figure 1
describes the expected development of the ovexadll lof population coverage. Table 4
provides more details on the coverage assumptippsjpulation group.

Development of overall population coverage under alternative population coverage scenarios
2006-2016, Ghana
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Table 4. Coverage assumptions under alternative scenarios 2005-2016, Ghana (in percentage)
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Base scenario
Coverage rate
— SSNIT contributors 423 789 870 870 8.0 80 8.0 8.0 90 9.0 9.0 900
— SSNIT pensioners 949 932 940 940 950 9.0 9.0 90 9.0 9.0 9.0 950
— Children under 154 304 320 320 340 390 440 490 540 590 681 731
18 years
— Elderly aged 70 and 691 675 700 710 720 730 740 750 760 770 780 790
above (exclude
SSNIT pensioners)
- Indigents 3.2 6.3 7.0 75 8.0 85 9.0 95 100 105 110 115
- Informal sector 97 188 260 270 280 330 380 430 480 530 58.0 63.0
Total (National) 143 264 303 308 323 366 409 452 495 537 596 638
Scenario |
Coverage rate
— SSNIT contributors 423 789 870 80 8.0 80 8.0 8.0 90 9.0 9.0 900
— SSNIT pensioners 949 932 940 940 950 9.0 9.0 90 9.0 9.0 9.0 950
— Children under 154 304 320 660 100.0 100.0 1000 100.0 100.0 100.0 100.0 100.0
18 years
— Elderly aged 70 and 691 675 700 710 720 730 740 750 760 770 780 790
above (exclude
SSNIT pensioners)
- Indigents 3.2 6.3 7.0 75 8.0 85 9.0 95 100 105 110 115
- Informal sector 97 188 260 270 280 330 380 430 480 530 58.0 63.0
Total (National) 143 264 303 460 614 632 651 670 689 708 728 7438
Scenario Il
Coverage rate:
— SSNIT contributors 423 789 870 870 880 80 8.0 8.0 90 9.0 9.0 900
— SSNIT pensioners 949 932 940 940 950 9.0 9.0 90 9.0 9.0 9.0 950
— Children under 6-18 154 304 320 320 320 340 390 440 490 540 590 681
years
— Children under 6 320 66.0 1000 100.0 100.0 100.0 100.0 100.0 100.0 100.0
— Elderly aged 70 and 691 675 700 710 720 730 740 750 760 770 780 790
above (exclude
SSNIT pensioners)
- Indigents 3.2 6.3 7.0 75 8.0 85 9.0 95 100 105 110 115
- Informal sector 97 188 260 270 280 330 380 430 480 530 58.0 63.0
Total (National) 143 264 303 364 424 449 483 516 550 584 617 66.2

It has to be noted that under all three scenaisoraptions the level of coverage of the
indigent population is rather low. A steep increasethe coverage of the indigent
population by about 10 per centage points per anstarting from the presently low
coverage of 7 per cent, so that a nearly complepailption coverage were to be reached
by 2016, would lead to a faster deterioration @& fimancial situation of the NHIS and
would lead to the first annual deficit around 2017.
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The above assumptions lead to the following keulteshown in Table 5.

Table 5. Projection results of the NHIS under the two scenarios 2006-2016, Ghana
(in millions of new Ghana cedis)

Projected financial impact of alternative coverage scenarios NHIS Ghana

Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Annual Balance in million Ghana Cedis

Base scenario 146 79 130 163 182 201 216 226 229 203 186
Scenario | 146 79 57 13 32 32 28 18 1 25 -62
Scenario 2 146 79 103 111 136 148 159 165 164 155 120
Total reserves in million Ghana Cedis

Base scenario 294 372 502 665 847 1048 1264 1490 1719 1923 2109
Scenario | 294 372 429 443 474 507 534 552 553 528 466
Scenario 2 294 372 475 587 722 871 1029 1194 1358 1512 1632
Total Reserves in % of annual expenditure

Base scenario 1.5 1.9 23 24 25 25 2.5 24 2.2 2.0 1.9
Scenario | 1.5 1.4 1.2 1.1 1.0 0.9 0.8 0.7 0.6 0.5 04
Scenario 2 1.5 1.7 1.8 1.8 1.9 1.9 1.9 1.8 1.7 1.6 14

The inclusion of all children under 18 would tuhetannual balance negative in 2016. In
order to maintain a contingency reserve of say &0gent of the annual expenditure an
increase of the formal sector contribution raterfr®.5 per cent to 3.0 per cent would be
needed around 2011 under the given set of assumsptio
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6. Conclusions and recommendations

There is little doubt that the NHIS could afforctboverage of all children under age 18

for the next few years. This is largely due toshestantial level of reserves that have been
accumulated. However, since it is expected thakewedjpure under the NHIS changes

structurally faster than income, annual deficits bkely to appear around 2015 and the

accumulated reserve might diminish fast.

One also has to bear in mind that the projectioaslarhere are subject to considerable
uncertainty with respect to the development ofdbeerage of “non-paying” persons, the
levels of medical inflation and the developmentsitifzations levels.

It is thus recommend here to proceed with cautiahta:

begin with covering the children under age 6ifotuding age 5) irrespective of the
insurance status of their parents;

monitor the development of the financial situatend increase the covered group of
children in one or two more steps during the nestadle depending on financial
developments;

stipulate by law a minimum level of reserves tiat scheme (say for example 50 per
cent during the maturing phase of steep coveragease or 30 per cent of the annual
benefit expenditure) has to hold over a certainegtmn period (say 10 years during

the maturing phase),

introduce provider payment systems that suppg@tcontainment of per capita cost
before a fee-for—service triggered “cost explosi¢as has been experienced by so
many other schemes in the past) sets in.

GHANA-R.16-08-08
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