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Dear Andrew: 

u 
DEPARTMENT OF ECONOMICS 
Social Science Building 
1180 Observatory Drive 

Enclosed is my report of my recent mission to Pakistan 17-27 November, 1987. 

It consists of the following: 

1. My report of the mission. 
2. A copy of a recent letter of mine to Dr. Khan. 
3. ' A copy of the brief written report prepared in Islamabad and 

discussed with Dr. Khan. 
4. An assessment of local research talent. 
5. A list of all persons visited (referred to as references in my 

report). 
6. A copy of Dr. Khan's ideas on health insurance. 

I believe I will be in Geneva from 4-15 January 1988 doing some work for 
Michel Jancloes and Dr. Khana. I hope we can have some time to discuss this 
material and some ideas I have about how to proceed in anticipation of your 
visit to Islamabad in March 1988. 

Cordially, 

@ Ralol Andreano 
Professor of Economics 
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Report on Mission to Pakistan 17-27, November 1987 
Professor Ralph Andreano 

I was more than well received by the DG, Dr. Khan. Dr. Nabhil, the WR, 

was out of the country during my stay through I did meet him briefly in Dr. 

Khan's office. I was provided with a car, driver, and guide (Dr. Lahdi, a 

Medical Officer at the Federal Government Hospital) and other resources as 

requested. Dr. Khan was generous wi\h his time and he made several appoint- 

ments himself for me to see people. All in all, it was treated as a high level 

mission by GOP and Dr. Khan and I have nothing but praise for all the officials 

officials, especially Dr. Khan, for the time and energy they put into my 

mission. 

The GOP has nearly finished its draft of the 7th five year plan (1989) and 

it includes language on instituting a program of Health Insurance throughout 

the country. The language is a bit vague, but it seems they are contemplating 

some type of catastrophic (or major medical) insurance and perhaps an extension 

of the Social Security Funds (now 3 in all, for industrial workers only, and 

run by the Provincial governments). The situation, I think, is very fluid and 

nothing definite is yet in place or even contemplated. A carry over from the 

6th Plan, namely to use the private sector, will also likely be used in the 

insurance initiative. Most advise the GOP seems to be getting is from USAID 

and the World Bank has also financed (partially with AID) a large household 

survey (referred to in my report as the Paul Grosse survey). There is ample 

scope for WHO to be a key player here because I believe Dr. Khan wants a less 

controversial source for his technical guidance. Dr. Kahn, however, seems 

committed to a large scale expansion of Social Insurance but his ideas are 

still malleable and he is receptive to new ideas. I found him extraordinarily 

bright and articulate and I like him enormously. He has been designated by GOP 



as the key player in any insurance program though most of the ideas for health 

insurance have been hatched in the Ministry of Planning (Reference 26). 

I never had any discussions with the DG regarding recurrent cost issues 

and he wanted only to talk about health insurance. As you can see from my 

brief report to him written while still in Islamabad, I proposed some 

\ 
experiments using only GOP employees. I believe he is committed to doing 

whatever they do in insurance first with GOP employees. He was non-committed 

regarding some experiments. I do think, however, he bought my ideas about 

being conservative and about slowing the process down until we could be sure we 

had an adequate data base from which policy could be assessed 

Finally, I have extensive notes from all the interviews and I am using 

only a distilled version of these notes in this report. Two points standout 

from these interviews: (1) there is general dissatisfaction by consumers about 

the quality and availability of the so called "free" public services, (2) the 

private medical sector is huge and growing larger. Another generalization from 

the interviews is that GOP is really undecided about what to do regarding the 

health sector: in particular they do not see how to blend the public and 

private sectors and how (or if) health insurance can be the financing vehicle 

to do this. The political problems here are great and, I think, recognized by 

the DG: I don't know about the rest of the GOP (thought not on my list of 

reported contacts, I did visit briefly with the Parliamentary Secretary for 

Health, whose name I have neglected tb write down, but she was extremely 

articulate and sensitive to the political issues inherent in any new financing 

option for health). 

A lot of money is being made by MD's in private practice (though I did 

visit a few in the deepest poverty areas of Rawalpindi who could not be making 

very much) so there is some likelihood the private doctors will resist any new 



insurance (financing) options if they perceive it will lower their income. I 

don't really think Dr. Khan appreciates this and his views of the private 

sector, I think, are a bit naive: not all the private doc's behaved as he did 

when he was in private practice. I am attaching to this report Dr. Khan's 

brief memo outlining his ideas on health insurance. 

World Bank Study (Paul Grossel L 

An extensive data set now exists that will be extremely useful for any GOP 

initiatives in Health Insurance. This study includes the following major data 

sources; a 10,000 household. Household survey on health care. financing. etc.; 

a large interview survey with private physicians, private hospitals, private 

employers, and autonomous agencies; extensive analysis of the drug sector. I 

am not going to recount all the preliminary findings from the Grosse study but 

it is an extremely rich data source and will be invaluable to the GOP (Dr. 

Khan, by the way, did not know about the study but I secured a copy of it for 

him from USAID). Several things do stand out from the study, however: 

1. Private sector payments are twice the size of government expenditures. 

2. People prefer private practice (by about 2-1) even if they have to pay. 

3 .  Private physicians favor some scheme of health insurance hut fear it will 
damage their FFS business. 

4 .  The Social Security schemes are not popular with physicians because they 
lose some control; the ESSI schemes operate somewhat like preferred 
provider schemes in the U.S. 

5 .  Drug costs (and abuse) are outlandish. 

6. There is some support for community financing schemes through the Zakat 
(family welfare funds). 

7 .  The supply of physicians is very large but widely maldistributed. 

8. The private sector doc's and hospitals seldom buy any capital equipment. 



9. Private hospitals for the most part do make money and their influence is 
growing especially in Karachi and Lahore. 

10. People are not willing to pay user charges at Government facilities 
because of long waiting times and poor quality of services; but people are 
willing to pay for services they perceive to be "good". 

Recommendations 

I believe WHO should make a real effort to be of help to GOP on health 

insurance. I think we should offer someone to Dr. Khan for a month or so to 

get some of the basic data together. I also believe some high level WHO 

advisors should be dispatched to Islamabad (I think Dr. Khan wants this) 

periodically to help workout a coherent policy for GOP on health insurance. 

The process issues, for political reasons, are almost as important as the 

technical' issues of design and implementation. I don't think GOP realizes how 

big the problem is and the kind of political opposition that could be mustered 

against any scheme if not promoted in the right way and with the proper 

incentives for all the key players 



Assessment of Local Research/Policy Analysis Resources - Islamabad 
The local talent available to do economic analysis, policy related 

research is limited. Economists at the two local universities are few and not 

so much interested in micro issues as they are in growth, development and macro 

issues. (Reference 7) Still there is a lot of local talent available, 

especially recently retired high officials of government, capable of doing good 

research. There is a Health Economics Research Center (Reference 3) that has 

done some contract research and at least one of the researchers there 

(Reference 4) seemed well qualified. (I read 2 of his papers and had extensive 

personal discussions with him). The Director of NIPS (Reference 10) also 

seemed a live wire and very much capable of directing research and policy 

analysis. The physical facility is also good and he seems to have a cadre of 

recently retired government economists that he uses from time to time. The 

Institute for Development economics is a moribund place even though they have 

several Ph.0.'~ from good universities. They have no int.erest in  health though 

of course if research money were available I'm sure some talent there would be 

forthcoming. This is one place we should explore further. 

One of the most articulate and sharpest persons I met was the Chief 

Executive for the Regional Development Finance authority. (Reference 19) He 

also had extensive smarts regarding the ins and outs of health insurance. He 

indicated that there were "young" econon~ists in Islamabad who could do research 

but. they are scattered throug.hont government but not. in the Universitios. But 

he said he would need time to develop the contacts. This, too, is an area 

worth pursuing. 

Also impressive was the Chairman of Gallup Pakistan (Reference 8) who has 

a Ph.D. Prom MIT in Political Science. Most of his work is private sector 

polling and market research but he seemed also to think that local economics 

research talent could be developed. He impressed me and I think he is someone 

who could be used to develop some local talent. 



List of Persons Contacted - Islamabad - Rawalpindi 
November 17-27, 1987 

1. Professor Dr. A. J. Khan, Director General, Health. 

2. Dr. Safder-ur-Rekman. Deputy Direct.or General, Health. 

3. Dr. M. Mohsin Mubarak, Research Director, Health Services Research Centre. 
(HSRC) . 

4. Mr. Aqueol, M.A. (Econ), Researcher at f1SRC. 

5. Mr. H. U. Beg, Formerly, Secretary of Finance. # 

6. Dr. Muhammad Afzal Ezaz, President, Pakistan Medical Association, Punjab. 

7. Mr. Sarfraz Khan Qureshi, Joint Director. Pakistan Institute of 
Development Economics, Quaid-i-Azam University (PIDS). 

8. Dr. Ijaz Gilani, Chairman, Gallup Pakistan. 

9. Dr. Javed Irshad, Dental Surgeon, Rawalpindj 

10. Dr. Irshad Muhammad, Dental Surgeon. Rawalpindi. 

11. Dr. Munawwar Hussain, Ex. Director, Medical Services and Management 
Consultants, Karachi. 

12. Dr. David Dunlop. USAID (Visitinz Consultant) . 

13. MI.. Raymond Martill. Chief, Office of flealth, USAID 

14. Mr. .7acques Tnwi 1 ,  Areu Miinagcr, SOGKEAH, Consulting Engint?el's (Frii11r:e) 

15. Dr. Ali Masood Akram, Ex. Director, Pakistan Institute of Medical Sciences 
(PIMS) . 

1 6 .  Dr. A. Mtijid Hajput , i)nputy Director, (I'IMS) 

17. Dr. A fhfeez Akhtar, Chief, Department of Medicine Islan~atml Hospital 
Complex. 

1 8 .  Dr. M. S. Jillani, Chief Executive, National 1nstit.ute of Population 
Studies (NIPS). 

19. Mr. Muzaffar Mahmood Qurashi, Chief Execntive, Regional Development 
Finance Corporation. 

20. Dr. Zafar Lodhi. Medical Officer, Federal Government Health Services (Dr. 
Lodhi acted as my guide, interpreter, translator, etc.). 

21. Dr. Nadeen-ur-Rehman. Medical Officer Detoxification Center, PMA House. 
Rawalpindi. 

22. Mr. Saeed Rashed, Statistian. Private Consultant (has a PC) 



23. Dr. Inamil Haq, Drug Controller, Ministry of Health. 

24. Dr. Mazhar Hussein, Private Physician with clinic in Rawalpindi. 

25. Dr. Inam and Dr. Hafiz Akhter. Twin Cities Medical Center, Rawalpindi. 

26. Dr. Siraj-ul-Haq Mahmud. Director of Planning GOP. % 

27.  The WHO Country Representative was out of the country during my visit but 
I met him briefly on the day of my arrival in Dr. Khan's office. 
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Dr. A . J .  Khan 
D i r e c t o r - G e n e r a l  o f  H e a l t h  
M i n i s t r y  o f  H e a l t h ,  Gove rnmen t  o f  P a k i s t a n  
Is lamabad 
P a k i s t a n  

DEPARTMENT OF ECONOMIC5 
Social Science Building 
1180 Ob~erva tory  Drive 

D e a r  Dr .  Khan: 

I w a n t  t o  t h a n k  you  m o s t  p r o f o u n d l y  f o r  a l l  t h e  c o u r t e s i e s  you  e x t e n d e d  t o  me 
d u r i n g  my r e c e n t  v i s i t  t o  y o u r  l o v e l y  c o u n t r y .  I v e r y  much e n j o y e d  o u r  
d i s c u s s i o n s  a n d  I hope  t o  h a v e  t h e  p l e a u r e  a g a i n  o f  s e r v i n g  you ,  y o u r  g o v e r n m e n t ,  
a n d  t h e  p e o p l e  o f  P a k i s t a n .  I b e l i e v e ,  a s  I t o l d  y o u ,  t h a t  i n i t i a t i o n  o f  h e a l t h  
I n s u r a n c e  p r i n c i p l e s  i n  P a k i s t a n  i s  v e r y  f e a s i b l e .  Much w i L l  depend  on  how 
l a r g e  a  f a c t o r  you  w a n t  i n s u r a n c e  c o v e r a g e  t o  become i n t e g r a t e d  i n t o  t h e  f i n a n -  
c i a l  s t r u c t u r e  o f  h e a l t h  s e r v i c e s  i n  t h e  c o u n t r y .  A l s o ,  how much o f  a  r o l e  you  
w a n t  t h e  p r i v a t e  s e c t o r  t o  p l a y  w i l l  a l s o  be  a n  i m p o r t a n t  i s s u e .  A s  w e  d i s c u s s e d  
t h e r e  a r e  a  number o f  p o s s i b l e  m o d e l s  t o  p u r s u e  i n  P a k i s t a n  i n c l u d i n g  t h e  o n e  
you  seem t o  l i k e  a l o t  name ly  of  u s i n g  some o f  t h e  s o c i a l  i n s u r a n c e  f u n d s  a s  a 
s t i i r t i n g  p o i n t  t o  i n t r o d u c e  i n s u r a n c e  p r i n c i p l e s .  I n  my b r i e f  w r i t t e n  r e p o r t  t o  
you  a n d  i n  o u r  p e r s o n a l  c o n v e r s a t i o n s  I s t r e s s e d  t h a t  i t  i s  b e s t  t o  p r o c e e d  con-  
s e r v a t i v e l y  and  c a u t i o u s l y  s o  t h a t  w e  c a n  h a v e  s u c c e s s  w i t h  any  p rog ram f i r s t  on  
n vio<lesc s c a l e  b e f o r e  e x t e n d i n g  a c t i v i t i e s  n a t i o n w i d e .  I do  t h i n k ,  a s  I b e l i e v e  
we : l i s c u s s e d ,  t h a t  s e v e r a l  a p p r o a c h e s  s h o u l d  be  p u r s u e d  and  n o t  j u s t  o n e  a p p r o a c h .  
I had s u g g e s t e d  t o  you some modes t  e x p e r i m e n t s  w i t h  g o v e r n m e n t  e m p l o y e e s  a n d  
e v e n  i f  t h e s e  we re  done  t h e r e  i s  a n  enormous  amoun t  o f  p l a n n i n g  a n d  r e s e a r c h  
t h a t  would  h a v e  t o  be  c o m p l e t e d  i f  t h e s e  p r o g r a m s  we re  t o  be  g i v e n  t h e  b e s t  
c h a n c e  t o  s u c c e e d .  I t h i n k  i t  would be v e r y  good i f  you c o u l d  v i s i t  some o t h e r  
c o u n t r i e s  w h e r e  s i m i l a r  e x p e r i e n c e s  w i t h  e x t e n d i n g  h e a l t h  i n s u r a n c e  c o u l d  be  
i n s t r u c t i v e  f o r  P a k i s t a n .  I n  p a r t i c u l a r  we d i s c u s s e d  S o u t h  K o r e a ,  T h a i l a n d  a n d  
f l a l a v s i a .  I f  you wan t ed  t o  s e e  some o f  t h e  less  d e s i r a b l e  a s p e c t s  o f  s o c i a l  
l u s ~ i r a n c e  f u n d s  a t  work n e a r l y  any  S o u t h  Amer i can  c o u n t r y  would do .  P e r h a p s  
t l e v i z o  would  be  a f a i r  p l a c e  t o  s e e .  

A l s o  a s  I n o t e d  i n  o u r  d i s c u s s i o n s  t h e r e  a r e  t h o s e  v e r y  i m p o r t a n t  p i e c e s  o f  
work c h a t  s h o u l d  be u n d e r t a k e n  a s  s o o n  a s  p o s s i b l e .  T h i s  work is n e c e s s a r y  wha t -  
e v e r  you  d e c i d e .  you w a n t  t o  d o  i n  t h e  way o f  h e a l t h  i n s u r a n c e  i n  t h e  c o u n t r y :  

( 1 )  T h e  m e d i c a l  A t t e n d a n c e  R u l e s  f o r  GOP e m p l o y e e s  m u s t  b e  f i l l e d  i n  by c o d i f y i n g  
e x i s t i n g  p r a c t i c e s  i n  GOP h o s p i t a l s  a n d  c l i n i c s .  What I mean is t h a t  we m u s t  
w r i t e  o u t  i n  d e t a i l  t h e  a c t u a l  h e n e f i t s  a n d  s e r v i c e s  t h a t  e m p l o y e e s  now g e t  
f r o m  t h e  h o s p i t a l s  a n d  c l i n i c s .  T h i s  i s  e s s e n t i a l  i f  we a r e  t o  p r i c e  t h e  
insurance o n  t h e  b a s i s  of  b e n e f i t s  r e c e i v e d .  
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( 2 )  We must c a l c u l a t e  a c t u a l ,  t o t a l  e x p e n d i t u r e s  by government ( i n c l u d i n g  d r u g s )  
and  o u t  of pocke t  c o s t s  by employees on a l l  s e r v i c e s  whether  covered  o r  n o t  
by Medical  At tendance Rules .  

( 3 )  We must e x t r a c t  from t h e  World Bank f i n a n c e d  Household s u r v e y  ( t h e  s t u d y  I 
showed you and we d i s c u s s e d )  a  s e p a r a t e  computer r u n  f o r  a l l  government 
employees.  

A s  I mentioned t o  you I am q u i t e  p r e p a r e d  t o  come a g a i n ,  pe rhaps  i n  l a t e  
February  o r  mid-March, t o  s u p e r v i s e  t h e  do ing  o f  t h i s  b a s i c  r e s e a r c h .  I want t o  
s t r e s s  t h a t  t h e s e  t h i n g s  need t o  be done no m a t t e r  what  mode l ( s )  you d e c i d e  t o  
p u r s u e  s o  l o n g  a s  we a r e  f o c u s i n g  on government employees a s  t h e  b a s i s  of any 
program. I am go ing  t o  be  i n  Geneva from 4-15/16 J a n u a r y  of n e x t  y e a r  and w i l l  
have f u r t h e r  d i s c u s s i o n s  w i t h  Andrew Creece  a t  t h a t  t ime.  I f  you a r e  i n  Geneva 
I do hope we c a n  v i s i t .  I n  t h e  meantime, I wish you t h e  b e s t  s u c c e s s  i n  your  
i m p o r t a n t  r e s p o n s i b i l i t i e s  and t r u s t  t h e  new y e a r  w i l l  be a  good one f o r  you and 
t h e  peop le  of  P a k i s t a n .  

R e s p e c t f u l l y ,  

Ralph Andreano 
P r o f e s s o r  of Economics 

R A / S O ~  

c c :  Andrew C r e e c e ,  WHO Geneva 



. OBSERVATIONS ON ltEALTH INSURANCE I N  PAKISTAN 

PROF. RALPH ANDREANO 1 llL418f. 

O v e r v i e w l O b s r r v a t i o n s  

" .  < a l l u u s  . .  c u n c r p c s  and p r i n c i p l e s  o t  h e a l t h  

i n s u r a n c e  c a n  b e  a p p l i e d  t o  P a k i s t a n .  Some b r i e f  o b s e r v a t i o n s  

why t h i s  i s  s o  : 

A .  P c o p l e / c o n s u m e r s  p r e s e n t l y  a r e  a c c u s t o m e d  t o  

p a y i n g  tor s e r v i c e s  i n  t h e  p r i v a t e  s e c t o r .  

U. T h e r e  i s  a n  a m p l e  s u p p l y  o f  w e l l - t r a i n e d  p h y s i c i a n s  

C .  T h e r e  a r e  i n d e n t i f i u b l e ,  a c t u a r i l y  h o m o g e n e o u s  

g r o u p s  ( i . 0 .  g o v e r n m e n t  e m p l o y e e s ,  employees o f  

a u t o n o m o u s  f i r m s .  e t c ) .  

0 .  T h e r e  i s  widespread d i s s a t i s f a c t i o n  w i t h  

e x i s t i n g  p u b l i c  s 6 r v i c e A  

G o v e r n m e n t  s e r v i c e s  a r e  s u p n o s e 4 l y  
' I  

" f r e e "  b u t  l o n g  t r a v e l  a n d  ' b a i t i n g  

t i m e s  a r e  i n v o l v e d .  

' C o n s u m e r  s a t i s f a c t i o n  w i t h q u a l i t y  o f  c a r e  

Chf . J & L ~ ~ Y . L L )  s  l o w .  
f i  

a T h e r e  a r e  g r e a t  i n e q u i t i e s  i n  b e n e f i t s  

r e c e i v e d  f r o m  t h e  s e r v i c e s  b y  d i f f e r e n t  

o c c u p a t i o n a l  a n d / o r  i n c o m e  g r o u p s  i n  

P a k i s t a n .  

E .  G o v e r n m e n t  of P a k i s t a n  r e s o u r c e s  f o r  h e a l t h  a r e  v e r y  

i n e q u i t a b l y  d i s t r i b p t e d ,  i . e .  p e o p l e  who c a n  a f f o r d  

t o  p a y  f o r  p u b l i c l y  p r o v i d e d  s e r v i c e s  d o  n o t  d o  s o  

( u r b a n  m i d d l e  c l a s s  w o r k e r s )  a n d  p e o p l e  who c a n n o t  

e r v i c e s  ( i . e .  r u r a l  p e o p l e )  d o  n o t  r e c e i v e  

~ ~ ~ q ~ ~ ~ e k r v i c e s .  /. 

L .  G o v e r n m e n t  r e s o u r c e s  f o r  h e a l t h  s e r v i c e s  a r e  n o t  

l i k e l y  to i n c r e a s e  b y  v e r y  much i f  a t  a l l  i n  t h e  y e a r s  a h e a d .  

a I :  i : u u i u  a r u  I ~ i s l t  a u d  w i l l  S O L  

h i g h e r  a n d  t h e r e  i s  i n s u f f i c i e n t  p r o v i s i o n  

t o  u s e  c o s t  r e c o v e r y  m e t h o d s  ( i . e .  u s e r  c h a r g e s  

t o  m i t i g a t e  t h i s  p r o b l a m .  



O P r i v a t e  s e c t o r  e x p e n d i t u r e s ,  now a l r e a d y  

7 , l~  u L  ~ h r :  L U L U ~ ,  w i l l  c u ~ l C i n u u  t o  $ r o w .  

" 0 P r e s e n t  i n e q u i t i e s  i n  a c c e s s  t o  s e r v i c e s  
az- 

w i l l  g t  m o r p u n l e s s  t h e  s y s t e m  of  f i n a n c i n g  
4 

o f  h e a l t h  s e r v i c e s  i s  c h a n g e d .  

3 .  Government o f  P a k i s t a n  i s  commi t t ed  t o  c h a n g i n g  t h e  

f i n a n c i n g  s y s t e m  f o r  h e a l t h  c a r e  i n  t h e  7 t h  P l a n  and t o  do 

s o  by i n t r o d u c i n g  v a r i o u s  i n s u r a n c e  schemes .  

' The exist ing--cy_pps of h e a l t h  i n s u r a n c e s  schemes 

a r e  ; ( I )  n v e r y  l i m i t e d  i n d e n m i r y  t y p e  scheme 

f o r  e x e c u t i v e s  a d m i n i s t e r e d  by S t a t e  L i f e  
rkcu 

I n s u r a n c e  C o ,  and ( 2 )  (L pxauiziona-l-ly-oper-at&- 

s o c i a l  s e c u r i t y  s c h e m e g f o r  . i n d u s t r i a l  

w o r k e r s  w i t h  c o n t r i b u t i o n ~ w h o l l y  p a i d  by employers  

(currently t o t a l  c o n t r i b u t i o n  i s  7 %  of  

a b o u t  5% ea rmarked  f a r  h e a l t h  s e r v i c e s ) .  Ca-5~) 

F e d e r a l  government  employees  h a v e  t h e i r  own 

scheme of c a r e  d e l i v e r e d  t h r o u g h  F e d e r a l  

Government H e a l t h  S e r v i c e s  H o s p i t a l s  and 

P o l y c l i n i c s  and g o v e r n e d  by t h e  M e d i c a l  

A t t e n d a n c e  &lph ( 1 9 5 8 ) .  

Almost a l l  of t h e  autonomous i n s t i t u t i o n s  o f f e r  

h e a l t h  b e n e f i t s  t o  employees  w i t h i n  t h e  p r e m i s e s  

o r  on a  r e f e r r a l  b a s i s  t o  a  p h y s i c i a n  a n d / o r  

d e n t i s t  a p p r o v e d  p a n e l ;  s u c h  p e o p l e  a l o n  i t h  a l l  5b 
o t h e r  c i t i z e n s  n o t  e l s e w h e r e  c o v e r e d ,  a r e  

e n t i t l e d  t o  u s e  government  and p r o v i n c i a l  h o s p i t a l  
GR4r 

s e r v i c e s  a s  w e l l .  Most p r i v a t e  s e c t o r  

e x c e p t  s m a l l  ( < l o  e m p l o y e e s )  n o n - i n d u s t r i a l  fiew 
o f f e r  some l i m i t e d  b u t  u n s p e c i f i e d  b e n e f i t s  t o  

e m p l o y e e s .  

0 Bj r ~ 7  I,> A R o a t -  

4 .  The Government o f  P a k i s t a n  i n  pRSU;*y t h i s  
n 

must b e  c l e a r l y  k e p t  i n  v i e w  a t  a l l  t i m e s .  

' To i n c r e a s e ~ ~ ~ t - i n &  r e s o u r c e s  a v a i l a b l e  

t o  t h o s e  who c a n n o t  pay a n y t h i n g  f o r  s e r v i c e s  

and e s p e c i a l l y  t o  r u r a l  a r e a s .  



To mobilize and make efficient, with high 

public acceptance, the government/provincial 

health services and delivery system. 

To enhance equity in access and distribution 

of services. 

L .  
the private sector capabi/rcirs in 

extending the health system. 

' To keep containment of costs and expenditures 

of the total health care system (public and 

private) within the economic capacity of the 

country. 

5. Government of Pakistan has three basic choices ; 

Y' ALcM. 
it can lea e the existing system .a and 

do nothing. The most likely ouccome of this 

strategy is some of the same of what has been 
5 

happening in recent yearA: more and more 

expenditure will take place in the private 

sector; present inequities will be further 
v6Tf5 

exacerbated;government could continue to priarlro 

hospitalsalso to facilitate this trend of shifts to 

private sector, fee for service financing; 

a likely outcome of this policy would be that 

some years hence the proportion of GDP being 

sp,ToN health care wdD PI'S ? significantly 
Mu! J 

and medical care costs and prices & also 

kist with the appropriate public 0u7rr)y about 

the "high cost of medicine", and what is 

government going to do about it. 

' A u u r c l t t d  c l t u i c u  i u  L u  ~ I ~ C J V V  t h o  u n t i r v  1 ~ 0 1 ~ 1 1 1 . ! t i u l n  

of Pakistan into Social Security-like schemes 

producing, therefore, a national health insurance 

system financed by employees, employee, and by 
C C I J C l i i 2 b  
&-l government taxation (to cover these 

people unemployed or in very small employment 

units such as agriculture) This would produce 

a system with all health care facilities and 

employees under control of one or more of these 

schemes (there could be national scheme or what 



s e e m s  more  l i k e l y  f o r  P a k i s t a n ,  s e v e r a l  s c h e m e s  

t h r o u g h o u t  t h e  n a t i o n )  T h e r e  a r e  d e c i d e d  c o s r s  . drkd ~ U I I U L I ~  CU ~ h i a  s L r a C e g y ;  i L  ibda Lhr :  

a p p e a r a n c e  o f  e q u i t y  b u t  i t  d o e s  n o t  g u a r a n t e e  

t h i s  n o r  d o e s  i t  g u a r a n t e e  t h a t  t h e  h e a l t h  

i n s t i t u t i o n s  a n d  p e r s o n n e l  i n  t h e  s c h e m e s  w i l l  

h a v e  t h e  i n c e n t i v e s  t o  o f f e r  h i g h  q u a l i t y  c a r e  

a t  t h e  l e a s t  c o s t  p o s s i b l e .  A l s o  i t  i s  n o t  

a t  a l l  c l e a r  t h a t  t h i s  w o u l d  d i m i n i s h  t h e  
sc R"<,'% 

s u p p o r t  o f  p r i v a t e  s e c t o r ,  f e e  f o r  w, 
m e d i c i n e  i n  P a k i s t a n .  

G T h e  t h i r d  c h o i c e  i s  a m i x e d  o n e :  u t i l i z i n g  d i f f e r e n t  

k i n d s  o f  h e a l t h  i n s u r a n c e  s c h e m e s ,  e x t e n d i n g  s o c i a l  

s e c u r i t y  i n  some p o s s i b l e  d i r e c t i o n s ,  a n d  p e r m i t t i n g  

some p r i v a t e  s e c t o r  g r o w t h  u n d e r  c o n t r o l l e d  c o n d i t i o n s  

o f  p r i c e  a n d  q u a l i t y .  From my o b s e r v a t i o n s  o f  t h e  

s t r u c t u r e  o f  t h e  P a k i s t a n  economy a n d  s o c i e t y ,  i t  

i s  a m i x e d  s y s t e m  o f  f i n a n c i n g ,  i n s u r a n c e ,  p u b l i c  

a n d  p r i v a t e  t h a t  i s  a n t i c i p a t e d  by g o v e r n m e n t  o f  

P a k i s t a n  a s  i t  h a s  a r t i c u l a t e d  i t s  i d e a s  i n  t h e  7 t h  

P l a n  f o r  h e a l t h  i n s u r a n c e  c o v e r a g e  e x t e n s i o n  

A Mixed  F i n a n c i n g  S y s t e m  

1 .  A v a r i e t y  o f  a p p r o a c h e s  s e e m s  p o s s i b l e  f o l l o w i n g  

sw g e n e r a l  p r i n c i p l e s ;  f o r  e x a m p l e ,  

0 C o n s u m e r f m u s t  b e  s a t i s f i e d  w i t h  t h e  q u a l i t y  o f  

s u r v i c r s  even i f  t h e y  d o  n o r  p a y  s u c h  f o r  t h e m ;  
U*se o t h e r *  t h e y  w i l l  o p t  o u t  o f  a n y  i n s u r a n c e  p l a n  t o  

s e e k  c a r e  i n  t h e  f e e  s e r v i c e  s y s t e m .  C o n s u m e r s  

m u s t  h a v e  m o r e  t h a n  one c h o i c e  b f  s e r v i c e  p r o v i d e r  
F%c<KGM 

i f  b y  -d t h e i r  c h o i c e  t h e y  w i l l  i n f l u e n c e  t h e  

b e h a v i a u r  o f  p r o v i d e l ~ ( i . e .  h o s p i t a l s / d o c t o r s ,  e t c )  
0 P r o v i d e r s  m u s t  h a v e  a n  i n c e n t i v e  t o  o f f e r  h i g h  

q u a l i t y  c a r e  g o i n g  b e y o n d  t h e '  p r e s c r i p t i o n  p a d .  
A T  

P r o v i d e r  i n c e n t i v e s  c o u l d  b e  money ( i . e .  p u t  docto?-  

f i n a n c i a l  r i s k )  p r e s t i g e ,  e q u i p m e n t ,  e t c .  

" G o v e r n m e n t  m u s t  b e  a n  a c t i v e  m o n i t o r  o f  c o s t ,  

u t i l i z a t i o n  l e v e l s a n d  q u a l i t y  w h e t h e r  o r  n o t  c a r e  

i s  r e c e i v e d  i n  t h e  p r i v a t e  o r  p u b l i c  s e c t o r .  



2 .  S e v e r a l  t y p e s  o f  i n s u r a n c e  c o u l d  b e  o f f e r e d  s o  a s  

t o  s e g m e n t  p o p u l a t i o n  g r o u p s  a c c o r d i n g  t o  t h e i r  p r e f e r e n c e s  

a n d  t h e i r  a b i l P t y  a n d  w i l l i n g n e s s  t o  p a y  f a r  s e r v i c e s .  

" We c o u l d  o f f e r  ( ~ u b l i c l y  o r  t h r o u g h  p r i v a t e  s e c t o r )  

c a t a s t r o p h i c  o r  m a j o r l m e d i c a l  t y p e  i n s u r a n c e  
O K C ~ ~ ~ ~ X , ~ ~ L  

employment%% a n d % d i a g n o s i s  l e v e l > ,  
# f' 

We c o u l d  m o d e r a t e l y  e x p a n d  e x i s t i n g  s o c i a l  

s e c u r i t y  s c h e m e s  o r  i n i t i a t e  some new o n e s  f o r  v e r y  

w e l l  d e f i n e & g r o u p s ,  e . g .  GOP e m p l o y e e s .  

0 We c o u l d  i n i t i a t e  some HMO a n d  PPO a r r a n g e m e n t s  

i n  u r b a n  a r e a s  among c e r t a i n  s e l e c t  a n d  a c c u $ r i l y  

h o m o g e n o u s  g r o u p s .  

3.  There-  a r e  some b a s i c  th ingSGOP m u s t  d o  t o  p r o v i d e  

t h e  i n f r a s t r u c t u r e  f o r  a n y  k i n d  o f  c h a n g e  i n  t h e  h e a l t h  s e c t o r  

L i n i l r r c i n %  s y s t e u .  @ o r  e x a m p l e .  

I t  m u s t  c o d i f y  minimum b e n e f i t s  i n  s p e c i f i c  

d e r a i l ,  i t  m u s t  d o  s a  f o r  p r e s e n t  b e n e f i t s  r e c e i v e d  

by v a r i o u s  g r o u p s ,  a n d  i t  m u s t  s p e c i f y  b e n e f i t s  

f o r  a n y  i n s u r a n c e  c o v e r e d  g r o u p s .  

o 1t m u s t  s e t  s t a n d a r d 3 ( e v e n  i f  t h e s e  a r e  i n t e r n a l  

s t a n d a r d s )  o n  m e t h o d s  o f  p a y m e n t s  t o  p r o v i d e r s  
a .  when p r l v a t e  s e c t o r  u s e s  p u b l i c  i n s t i t u t i o n s .  
/' 

I t  m u s t  l e g i s l a t e  some COP a u t h o r i t y  f o r  m o n i t o r i n g  

c o s t s  a n d  e x p e n d i t u r e s  o f  t h e  s y s t e m  a n d . a  quality 

a s s u r a n c e  s y s t e m .  ( T h e  q u a l i t y  a s s u r a n c e  s y s t e m  

s h o u l d  b e  h o s p i t a l  b a s e d  b u t  g o v e r n m e n t  c o u l d  o u t l i n e  

t h e  p r o c e s s  a n d  p r o c e d u r e  i n s t i t u t i o n s  m u s t  c o m p l y  

w i t h  - i . e . ,  c a s e  r e v i e w ,  f e e s  r e v i e w ,  i n f e c t i o n  

c o n t r o l ,  e t c . ) ,  

How c a n  w e  s t a r t ?  

1. C o n s e r v a t i v e l y * & e r h a p s  w i t h  a g r o u p  f o r  w h i c h  COP - 
h a s  some d i r e c t - a b i l i t y  t o  i n f l u e n c e ,  i . e .  i t s  

own e m p l o y e e s .  



" I think we should partition GOP employees into 

two groups: (1) Grade 1-15, (2) Grades 16-22. 

' Por Group I we could fashion a social security 

type model; for Group I1 we could try an HI40 or 

PPO type scheme. 

0d 
We could do both groups mpre experimental basis 

I ' i r u t  1 v x t u n , l i n ) i  i.u lltn wholc of thc e!nploycel;. 

These experiments could be anywhere but there are 
id certain things we could want to learn from such 

experiments; such as: 

C O N  A P * ~  
(a) Costs of care s&u+& to previous system 

and utilization levels. 

(b) Quality and consumer satisfaction. 

(c) What factors- motivate providers? consumers? 
etc. etc. etc. 

Prom these experiments we would hope to learn how and 

at what expected cost we could extend the approaches 

on a national scale. 

What do we need to do to start? 

1. Exiscing benefits for group I and I1 must be explicitly 
k f 

codified and criteria for who is e l i g i b l e 6   pa^%'& &, 
4 P 

2. We must calculate actual expenditures of both groups 

by.@ and by themselves and obtain demographic 

data on employees and dependents. 

3. Begin the lengthy process of designing and.costing 

these experiments as well as what we want the experiments 

to help us with and how to evaluate them. 

-- 
4. Secure financing of the design of the experiments from i 

USAID, ADB, etc. once we have made a budget based on ( 3 ) .  

5. A s s e m b G  a local team in and out of the Ministry 

to assist with design, monitoring, analysis, and 

evaluation of the experiments. 

Recommendations for D.G. Decisions 

1. Begin internal GOP discussion on the need and 

expectationsfor the experiments and obtain GOP approval. 

2. Begin discussions with key elected oFficlhk in 

Parliament. 



'1. 14lt1.11 : tp l ) l -nv;a l  ili p,riknt~d ;lppuint n toam. 

4. Makeoa preliminary estimate of the cost of designing 

the experiments and a budget. 

5. Secure funding for designing the experiments if needed. 

SOME THOUGHTS ON THE EXPERIMENTS 

General 

1. We must draw up the exact specification of exiscing 

benefits. 

2. We must identify the total eligible persons for 

Groups I and I1 (i.e. do we include retired people J 

all family, all extended family, etc.) 

Group I Experiment 

1. Sample size needed 

2. Procedures for assignment of eligiblq into experimental 

and control groups. 

3. Design of the benefit package; inclusion of some 

benefits not now included ( i.e. dental, home care, 

"~reenchannel",)etc; co-pay variation$. 

4. Negotiate with hospitals over rates of paymenc to be 

charged to the SS funds. 

5. Design of the evaluation. instrument. 

6. Location of sites; assigned beds or dedicated facility? 

7. Briefing of medical personnel. 

8. Base line health status, utilization, expenditure levels 

of experimental and control groups. 

Group I1 Experiment 

1 .  (1-5 1,luu 7 u b u v u )  

2. Discussion with private physiciaJ; decision on how 
n w q  ,. - HMO's we want to h% formed. 

.. . 

3. Setting of incentives needed to attract physicians. 



4 .  ~ c t u @ r i l ~  pricing the capitation fee. 

5. Fixing the enrollment period and educational and 

marketing steps needed. 

6 .  Preparing RFP for physician grofis to 
L& on 

7. Bidder conference - Telling biddeg what the capitation 

fee covers, what their risk is, fetc. 

8. Negotiating instruments for HMO's to use with hospitals 

and other provider ( a  variati0n;we could select the 

hospitals and 1 negotiate for the HMO's but the 

capitation fee must include hospitalization and drugs.] 

9. Profiles of practice patternJof MD's and assurance 

that there is an appropriate blend of general medicine 

and specialists in HMO's 

M i  ! -- I l , ~ ~ % > y ~ n  1 lh,. o x p v r i m < > n r u  

1. Both experiments should last long enought to get 

statistically valid datb to make inferences on a 

national d extension. 

2. We might decide in advance for either the Group I or 

I1 experiments if we want to add (invite?) participation 

in the experiment from appropriate autonomous institution 

groups (i.e. general employees might be in Group I 

executives, middle and upper management in Group XI. 

3. For all experiments expected benefits and casts should 

be listed in advance even if all cannot be quantified. 

Other experiments1Programmes (Longer-term) 

1. Beginlinvite private insurance companies ,to design 

and price a major medicallcatastrophic insurance policy 

under government specification. Test market in private 

sector. 

2. The Zakat (family welfare funds) for possible community 
LI 

basedlfinanced insurance scheme in rral areas. .. 
3. Try HMO's, PPO's in some other groups by GOP stimulating 

and -formation of clinic group practices in 

private sector. 



P o s t c r i p t  

A more c o m p l e t e  and f u l l e r  v e r s i o n  o f  t h i s  r e p o r t  

w i l l  be  comple ted  when I r e t u r n  home and w i l l  be s e n t  

t o  D.G. I must a l s o  prepare  a r e p o r t  bf my m i s s i o n  f o r  

WHOwhich, i n  due t i m e ,  w i l l  a l s o  be forwarded t o  G O P .  
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INTRODUCTION: 

Insurance has become a p a r t  of modern l i v i n g  .- lfii;? 

insurance, general  inourmce , f i r ,  accidant  2nd m y  c t : ! :~  

kinds of insurance. IEcclth Insurmc:? i s  o n  important: !:?:,:A oii 

i t  i n  a l l  developed cowat-5.e~ m:i macy damloping coustxbeo. 

In  Palcietan not  txuch -, has been clone i n  r e g a d  t o  1 ;~ .1 - th  

innuranca. New Zealard Xoc.urer,cz Company h s c  been coc.'cz'- .. l b  

a l imi ted  number of cornp.3n.y executivss f c ~ :  the  Lzst ?.O :: ::xrs 

o r  so. A few o ther  j.nsci_-enca cc?q>anl.es i~;?vz a l s o  bee:? 

providing a very  l imi ted  cover t o  only a fcc r  peop2.z m.3 '..list 

too only f o r  accidents  o r  ~.e:~tr.ict-d haspi'inlLzatlci? ori 

reimbursement bas i s .  The ~ ~ p l o y s c s  Sbjcizl. S e c u ~ i t y  Seh:::.? 

was introduced about 25 years  ego by che Gov?rirsi?c~:t ?ox .:.'.lr' 

I n d u s t r i a l  workers, it stems t o  bz  provjdtng goad scnrFc.:: 

t o  the  low .paid employeen. 

Corrtd.. . . . .PI'?. 

3) 



: - 2 . " :  

these  schemes have al'cmyrr been very p r o f i t n b l c  both t o  i:t.,? 

p a t i e n t s  and t o  the  cos~panic".~, SO 11!uc11 so  t,i:ilt t h e  . . 

Governments have t o  bialia ccrtain"ru1eo and reguls t icno t o  

cont ro l  the  excessive pxof$@.nmking L;. t i i c ~ a  p r iva te  
9. < ' 

comerc i a1  insurance companies. 
- ,: .' 

In Pakistan insurenca conrpni~?.en were proq~c?rnus:j I:.::t 

duo t o  lack of t r a i n i n g  u.nd kiior~ledge of h e a l t h  ine~scanec: ,-.rid 

t h e  r i s k s  involved, no couqnny sez ioca ly  entered 111 t h i ;  

f i e ld . .  If they would how talcen interest ,  then by t h i s  2F:nc 

mmy hosp i ta l s  owned by t h e  i n m ~ n n c o  c o ! p n i e s  %;auld hn-ye 

been b u i l t  and the  presnurc ovex the f a c i l i t i e s  providsd. Lj.  

tho Govelmnent would 11~vt.8 buen comldcrab ly  lesscnad, 

t o  provide f r e e  rneclicd c x e  t o  itt; rjei-vants 2nd ra tha 

colourcd water o r  btry t h e i r  ornl rwdicines.  Many pcopl-e ;,::a 

importance of t h e i r  t:l.w mst.e:l in r.7rr.Ltin!;, run t o  t!ls 
. . 

. . Contcl .. . @ 



' . . p r i v a t e  doctors  and ilospktli1.s. AC these pxivatw hospital.fi 

s tandard of ityrvice i o  'oecrar, but  t h d v r  are expenoiva LYL:~! 

. . 
run mostly on collilarcial banis ,  oo the poor r;uffcrs liav,~ ?o 

pay a l o t  f o r  the  servico  thsy receive, It i a  f o r  t h s z  

people t h a t  2 Iiealth Pi~surance Schwa i o  ve.ry much needed i i  
. . 

and i s  e s s e n t i a l .  

.: .. .. . . . . .  
Insurance compnnies covering the hea l th  n c h e n ~  will 

. . 

provide t h e i r  o m  hosp i t a l s  and 2.n t1ii.o tray t:hzy vary ~?ca ;  

hosp i t a l  bed r a t i o  ~ " ~ a k i s t a n  i.c. 6 Lcds f o r  10,000 

become a Lot b e t t e r .  

ocheliie the re fore ,  t h i s  ncbena d i d  'bccGi;L! ;>~pu:.:tr r::.i:il 

most of the  persons it cover?, bec-use of  t-lir: foi:l.owi;ly, 



them t o  spand f ixst :  r e s u l t i i : ~  iu har-d::5i,s t o  the 
ouf . . f e r e r s  : 

The procedure of rcil~bv.rse!?~ent: i s  cmbersumz e v c ~  
f o r  t h e  iaured e x e x t i v e s  . 
The r;ystem can . watt chenttng, as i t  nuy not be 
d i f f i c u l t  t o  g e t  tr6gus rece.!.jrts f m m  chcrnicts cr 
even doctors  - ax j-3 of ten  c:omplnincd 5.11 case of 

Government ' s re iubwamm-i :  Sctmne t o  the Csvc~rirner:? 

servasits. 

Contd . . . . . .  PIS. 



becituse of the  want of t h e i r  own hor;pi tals  i rwpi tc  of 1111gi: 

funds col lectet l  ( now they have s t a r t e d  builtling t h e i r  :I:;:.! 

hosp i ta l s  ) . However, t h i s  ccllmne i.:d j; lje strezmlinc.:i. 

5. THE PRESENT PROPOSALS - : 

The presen t  proposal 2or 1ir.alth insuxance can 

be divided i n t o  3 phases: 

( i )  An insurance cover i s  provided to tlz 

govemllent employees earning Rc. 2000 and ilbrs~:c 

( i . e .  Basic Pay Scillc,. 17 awl ebove) or  t h s s e  

p r i v a t e  indi&iduelc  who writ to pa r t i c ipn t e  

i n  t h i s  scheme. . 

( i i )  Improvement: of thr: Sccial. S ~ c u r i t y  t. 'clie~s c2 

I n d u s t r i a l  TJorlccrc: and including In  i t  a l l  

indus t r i a l .  and conimlex:~: iai pcroon~~c t i  ea~.-r..in~ 

upto Rs ,2000 p e r  n:oi;tii. 

The f i r s t  p r i o r i t y  i s  given t o  thcrri: crtr~:~l!.r;r,: mj3r 

1Zs.2000 per month. Thane a r e  t h e  ~i;i.ddic-.cLa.:s p ~ ~ : j l c ,  t k ~ : :  

backbone of t h e  count ry ' s  economy. Tbcse r?re d ~ : c ; : e ~ , l  11."-.:;;!,e 

and they w i l l  understand t h e  importance of i lmxnucz onil 

t h e i r  cooperation and understanding; w i 7 . l  s p ~ m d  t:hc id2a c;! 

hea l th  insurance t o  othero who camlot: o r  d:> x x l :  ~.:~dci-t'ct,:ri~'I it. 

In view of t h e i r  cducati.on, i t :  wi.11. bc. errsic?r t o  1:::;nl;gc i:i:? 
,. nchem successful.1.y v ~ i t h  them. Onct. li: i o  st~ccr?orj:cul_l, t:':; 

Otata I . ifc Insurance Corporation c:ax .qiproacti the Govxnr.:c.;:t 

f o r  t h e  con t ro l  of the  Soc ia l  S c c u ~ i t y  Schcic,  orgzL-k:atLs;l 

. Contd. . . . . P / &  . 



f o r  improvement and i t s  enlmncement t o  irlci!.udc! a l l  persona 

earning upto Ra.2000 per month in j-t. .~ 
~ , . Later  a wide-spread ek!ie;rie f o r  t h e  m z e l  .c;orlcccoru ::.mi 

farmer's can be developed f ixid by t h a t  t&m: thc ~ih:ihole tzeelth .. .. 
insurance system should b e  so ~ze1.3. knit t h a t  every n ingle  

person. a l l  w e r '  t h e  country re,aeLvtv@s a reawnable  medim!. co+cr:. 

I n i t i a l l y  it ~1101ild be  ii v b l ~ ? n t ~ r y  scheme =zd not  

compulsory. The prem:Lv.c: mi:; br: c a h h t e d  on nwir r 

of persons insured in uhe ' t o ~ m ,  c i t y  o r  ni-ez. 

The TJovernmei~t should pay 1:s .LOO/- per n~olltll and 

insured Ils.50/- pex inontA as piremiw.1. 

This w i l l  cover the parson insxred,  h i s  wife ,  c h i l d n n  

and parents .  

They w i l l  b e  provide& frcc outpat ianc  trcztmant, 2 - 2 s  
. . 

inves t iga tLom,  f r e e  hor?!pital.%::ntion m d  r'i-cc ocr:-~c.l 

operat ions.  Free conoultntions and f ree  ~rne~-&---..~ A .LC,,.,2 

cover. 

The preiuium f o r  pr!.vzte persons should be  oil 

individual  bcc i s ,  but  grcjcrp s1laul.d be gives coi?c.ccoicn. 
a s  a l l  types of pernolln wiJ.1. incl.uded. 

Regarding p r i v a t e  compnniec i t  should be e n t i r e l y  up 

t o  the  colnpanies (eriployezu) porl;icipating i n  i t  i:o 

decide the ,  share  of contrS.Lution between t h m  and 

t h e i r  employees. 

1.Jhatever share the  su~!,l.oycc v i l l  pay, it should b:: 

income t a x  f r e e .  

(viii.) Ariy .'pc!roon not  r;alai:f.:~d c~ho wishes t o  j o in ,  ahould 
, . 

a l s o  be iralren i n  t h e  achenir with ~i 1i.ttLe inr,rezc::d 
. . 

premium. 
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