		
Chapter 1 – Article 6: Coordinating the development of a National Health Insurance System in Lao PDR


· Programme name: 
Moving toward merging social health protection schemes to National Health Insurance
· Date of inception: 
The process officially commences on 17 October of 2012 through the issuance of the Decree on National Health Insurance
· Legal framework: 
This programme is established under the Decree on National Health Insurance No  470/GO dated 17/10/2012. This Decree provides the legal framework for the merger of the four existing social health protection schemes
· National social protection strategy or development plan: 
The implementation of Health Insurance policy including the mobilization of contribution from employee, employer, government and population is part of The VII National Social Economic Development Plan (2011-2015).
The development of the National Health Insurance system and the merging of social health protection schemes is stipulated in the National Health Financing Strategy 2010 to 2015 (Under finalization) as well as the Social Welfare Development Strategy (2011-2020) prepared by the Ministry of Labour and Social Welfare and endorsed through the Prime Minister’s Decree No 232/PM.
· Objectives: 
· Extension of social health protection coverage 
· Development and gradual merging of social health protection into a National Health Insurance system, under a National Insurance bureau
· Improvement and adjustment of legislation and technical procedures for the development of a National Health Insurance system
· Institutional arrangement and capacity building 
· Target population: 
Formal and informal sector population including people who live under the poverty line
· Institutions involved: 
The national health insurance is under the responsibility of the Ministry of Health and overseen by a management committee which composed of Representatives from the Ministry of Health (MoH), the Ministry of Labour and Social Welfare (MoLSW) and the Ministry of Finance (MoF) as well as representatives from the National Assembly, Lao Trade Union, National Chamber of Commerce and Industry and provincial and district authorities
· Status of programme: 
The development of the national health insurance system and merging of social health protection schemes is still in the initial stage, currently focusing on the institutional arrangements.
· Services provided:
Comprehensive health care benefits including out-patients, inpatients, surgery, Delivery and Rehabilitation shall be provided at the health centre, district hospital, provincial hospital, and central and teaching hospitals. Additional benefit such as transportation and daily allowance shall be provided to the poor. 
· Lessons to be learned: 
Having implemented the four social health protection programmes in the past few years, Lao PDR is still facing great challenges in extending health insurance coverage despite the target of universal coverage by 2020. The existing social health protection schemes are very much fragmented, constraining the system from larger risk pooling and higher efficiency. The creation of a national health insurance institution was therefore proposed, merging the 4 different social protection schemes and develop a larger, national-scale social health insurance system. The system is currently in the initial stage of implementation, going through trials for registration methods, contribution mechanism, benefit package etc. In order to achieve its goals, the system necessitates changes in institutional arrangement and capacity strengthening. 




1. Background
· Country context: 
Lao PDR is a landlocked country situated in South East Asia with the total land area of 236,800km2 of which about 85% is mountainous area. Laos is one of the poorest countries in the region with a population of 6.5 million scattered in 17 provinces and 145 districts. More than 80 per cent of the total population is in the informal economy, which is dominated by subsistence agriculture and fishery (around 70% of population) and elementary occupations. Among the 20 per cent engaged in the service sector industries, nearly 9 per cent are in trade and repair industries and another 4 per cent are in public administration and defence (Labour force Survey, 2012). Based on Lao Expenditure and Consumption Survey 2012/13(LECS V), around 20% of the population lives under the national poverty line. However, the economic performance has been encouraging, with GDP growth of over 7% in recent years and GDP per capita reaching USD 1500 in 2013. Robust growth is expected to remain in the coming years (World Bank, 2013; IMF, 2013).
In the health sector, despite notable improvements such as the decrease of child mortality from 107 to 98 per 1,000 live births from 2000 to 2005 and increase of life expectancy from 59 years in 2000 to 61 years in 2005, the country is facing many challenges to fulfil all health related MDGs by 2015 (MDG Progress Report, 2013). Health facilities are still underutilized especially at district level, with 0.3 visit/person/year. This is mainly due to limited ability to pay and limited access, especially for minority ethnic groups in the remote areas of the country. Currently the general government Health Expenditure (GGHE) stands at 1% of GDP or 4% of general government expenditure (GGE),and out of pocket payment (OOP) accounts to 40% (Ministry of Health data, 2013). Formal health Insurance programs cover around 27% of population (Ministry of Health data, 2013)[footnoteRef:1]. [1:  This figure includes estimates of population covered by heath care scheme for the military and police (for which official figure is not publicly available). When excluding this category, total health care coverage is around 22% of the population.] 

Historically, from 1975 until the late 1990’s, health care for the population of Lao P.D.R. was funded by the Government, and services were provided free of charge to patients in public health facilities.   As a result of supply side constraints, the health system has experienced chronic under-funding which is reflected in the low levels of salaries for health workers, dilapidated physical infrastructure and poor quality of health services. Therefore in order to fund its recurrent costs, service units have relied to a great extent on user charges as out of pocket expenditures at the time of use.  This has lead to a major burden on households. The user fees were first introduced in 1997 then the Law on Health Care (2005) added charges for services by health care professionals. The imposition of user fees triggered a significant increase in 'out-of-pocket' household expenditure on health care, which reached 61% of health expenditure in 2010). Health financing in Laos is characterized by low levels of total health expenditure with the share of government expenditure as a percentage of GDP (including household health expenditures), translating to US$ 24.1 per capita spending. Several social health protection schemes have progressively played a role in recent years to address high levels of out-of-pocket expenditures and to provide protection against the risk of catastrophic health care expenditure.
The establishment of the social security for workers by the Social Security Office (SSO) through the Social Security Decree No 207/PM of 2001 provides an important milestone in the development of the country’s social security system. The SSO works under the oversight of the Department of Social Security, Ministry of Labour and Social Welfare (MoLSW).  The programme includes health care covering salaried employees in the private and state owned enterprise, along with their dependents (spouse and children up to 18 years old).  
The Ministry of Labour and Social Welfare has also reformed the civil servants health care benefits’ scheme which has been introduced since 1997 under the /PM Decree  No 178 through fee for service system to the new Decree No 70/PM in 2006 which provide health insurance under capitation. This reformed scheme is currently run by The State Authority for Social Security (SASS), under the supervision of the Department of Social Security, Ministry of Labour and Social Welfare. The scheme covers civil servants and their dependents.
In 2000, the Ministry of Health established a Health Insurance Unit, in the Department of Finance and Planning and requested technical assistance from World Health Organisation (WHO) to develop voluntary health insurance for the informal and non-salaried populations. With financial support from the United Nations Trust Fund for Human Security (UNTFHS), a MOH - WHO Community Based Health Insurance (CBHI) Project was launched in 2001 to 2004 as pilot project in 3 districts. The extension phase started from 2006 after institutional preparation and adjustments in key technical issues. 
In 2004 the Health Equity Funds (HEF) to fund health care for the poorest households was launched, operated by several bilateral donors and the international development banks (World Bank and Asian Development Bank, Swiss Red Cross, Belgian Technical Cooperation).  Recently, the government has approved an allocation of budget from the income of the Namteun 2 Hydro project to contribute to HEF programme.



Table 1: Social Health Protection arrangement in Lao PDR
(Source: MoH)
	 
	SASS (new CSS)
	SSO 
	CBHI
	HEFs
	All schemes

	Ministerial authority
	MOLSW
	MOLSW
	MOH
	MOH
	MOLSW, MOH

	Implementation date
	2006 (revised scheme)
	2002
	2002
	2004
	 

	Legal tool
	PM Decree
	PM Decree
	Ministerial regulation (national)
	Ministerial regulation but project based
	 

	Target population
	Civil servants + dependents
	Private sector salaried employees + dependents
	Non-poor self-employed + dependents
	Individuals in households identified as poor
	Total population

	Contribution
	Govt. and employee
	Employer and employee
	Household
	Donor 
Government
	

	Estimated number of persons in the target population
	About 399,672 (excluding military and police and their dependents[footnoteRef:2]) [2:  The exact number of police and military personnel is not publicly available. Estimates by MOH indicate around 590,000 people covered by health insurance for the military and police (including personnel and their dependents). The Labour force survey (2012) shows in 2010 around 25,000 people of working age are in the security and armed forces category.] 

	About 386,988
	About 3 million persons
	About 1.6 million persons
	About 6 million

	Coverage (average 2012)
	356,373 ( excluding military and police)
	129,489
	133,332
	713,944
	1,333,138

	Coverage as % of target pop
	89%
	33%
	4.4%
	44%
	22.2 %









Figure 1: Coverage of different schemes compare to total population (exclude military and police[footnoteRef:3]) [3:  The exact number of military and police personnel is not publicly available. Estimates indicate that recipients under this category is around 5% of the population.] 
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The uncovered population is still high and the existing schemes face constraints in expanding coverage, especially to informal sector. Not only that, the coverage of formal sector workers in some areas is still well below target. The government of Lao PDR has the target of moving towards universal coverage by 2020 and merge the different schemes into one umbrella. To support this idea, the new Decree on National Health Insurance (Decree No.470/PM) has been enacted on 17 October 2012 which allow CBHI members or non poor informal sector people to get subsidy from the government of 50% of the total premium while contribution for the poor is 100% paid for. This Decree has created the legal basis for the establishment of a national health insurance fund, and related administrative bodies and governance arrangements. In light of the remaining challenges ahead for the effective implementation of the scheme, a serious effort is required by all stakeholders to ensure that a realistic and feasible implementation plan is adopted and all relevant issues (institutional, operational, financial, etc.) are addressed to pave the way for gradually merging the functional aspects of the schemes. 	
· Linkage with policies and national development plan
The Lao national health financing strategy (2011-2015) set the strengthening of social health insurance schemes as one of its 4 objectives, toward the achievement of the coverage of 50% of the population by 2015 and 100% by 2020. One of the government resolutions made by the Eighth Party Congress on financing health care is the expansion of social health protection for all and accordingly, the Prime Minister’s office requested the MoH ,MoLSW, and the MoF to collaborate and take steps towards merging the social health protection schemes under national health insurance.
2. Description of the programme or policy
· Target population
National Health Insurance is responsible for health care for the whole population:
· Public and private salaried workersand dependents
· Self-employedand Informal economy population
· Poor and vulnerable populations 

· Services and transfers
Currently, there is no risk pooling between different social health protection schemes and different approaches are still used in providing health care services and dealing with the hospital payment. The contracts are signed between the scheme and the hospitals providing the health insurance benefits.  The 2 formal schemes for workers (SASS and SSO) allows members to select the provider once a year while CBHI and HEF members are encouraged to use health care services at health centres and keep strong gate keeping system at district hospital. Overall, the main provider payment method is capitation, with the amount generally split between District and Referral hospital – provincial or central. SASS and SSO has now agreed to pay a fixed capitation per insured person per year and provides an additional capitation to cover some defined chronic diseases and cost sharing to cover high cost services.  The capitation amount is shared between district and provincial hospitals serving the covered population, with the proportions reflecting the need for referral from district to provincial hospitals. With the establishment of the new national health insurance institution to harmonise the different schemes, preparations and piloting in several areas are taking place. Arrangements in terms of benefit packages, payment mechanism and institutional set up etc. are under assessment and trials.
· Institutional set-up
· National Health Insurance Authority or Bureau (NHIB) is an organization equivalent to Ministerial Department established on April 2013according to the National Health Insurance Decree No 470/GO which composed of 4 Social Health Protection schemes (SSO, SASS, CBHI and HEF) and other health care financing schemes (Free Delivery and Free care for under 5) with the organization structure as follows:
[image: ]

· NHIB is operated under 2 boards:
· The Management Committee
· The Administrative authority 
· NHIB at central level is overseen by the Management Committee, which is assigned by PMO with Technical and Policy guidance by MOH (the Minister of Health chairs the board). Additional oversight by other concerned bodies through representative of the Board such as Vice Minister of MOLSW and Vice Minister of MOF as Vice Chair and other representative (National Assembly, Trade Union, National Chamber of Commerce and industry).
· The National Health Insurance Management Committee is authorized to request the PM to appoint the Director of National Health Insurance at central level and have the right and duties to approve and consider the plan and budget for NHI, making decision on rules and regulations including contribution rate, benefit packages, provider payment, nomination of medical council, Internal audit, mobilize financial support and health insurance experience and reporting to the government.
· At provincial level, the NHIB branch is formally under Provincial Health Office under the direction of Management Committee at Provincial level chaired by Vice Provincial governor. The committee consists of other concerned bodies similar to that at the central level, and representative from provider. The NHIB provincial branch is equivalent to a section of provincial health department.
· The branch office at district level is formally under the District Health Office with oversight by the Management Committee chaired by Vice District Governor. The National Health Insurance offices at district and municipality level include representatives from provider. NHIB district branch is equivalent to a unit of district health offices.


The NHIB tasks:
· Institutional design and organizational arrangements of the NHIB
· Setting up technical and health financing arrangements
· Extension of coverage of the existing social health protection schemes 
· Development and implementation of an operational plan to merge all existing social health protection schemes by 2015

· [bookmark: _Toc335155926]Decentralisation and harmonisation of service delivery: 
Efficient sharing of responsibilities between the Central management level and the Provincial management and district level in the implementation of National Health Insurance schemes is an approach in line with the government’s Sam Sang (“three builds”) policy. Building and reinforcing human resources capacity through extended trainings in health financing policy, in health insurance concept and overall operations is considered to be an important leverage for the extension of the programme and promote efficiency. Also, the application of gate keeping system at primary care level can improve accessibility of health care services especially at rural areas where the choice is limited.

· Operations and processes to avail benefits: 
To receive the health care services, the beneficiaries must complete the following requirements:
· Utilising the main contracted hospital first, except in cases of emergency
· Showing membership card and ID card or family book to identify eligibility

· Management information systems:
Currently, different schemes still use different membership cards. Based on the new Decree, the health insurance card shall be issued by the National Health Insurance Bureau to certify its member and to verify their eligibility when using health services at the health facilities.  A lot of effort and coordination is needed in order to move forward to the new system of membership card. 

· Monitoring and Evaluation: 
The Internal monitoring and evaluation shall be taken in place on a quarterly basis to assess the implementation of the CBHI work plan and strategy.  The role of central, provincial and district level authorities is to conduct this activity regularly. The new data base system is now considered in order consolidate all report to one system. The ATD report needs to be provided on a timely basis. The national health insurance at each level shall submit the related report to the national health insurance management committee. A team of central, provincial and district level authorities shall conduct this activity.  Quarterly reports should be written and signed by all three internal monitoring levels before presented to the management committee.

· Financial and legal sustainability: 
According to the National Health Insurance Decree, the National Health Insurance shall be funded by a combination of member’s contribution and the state budget, as well as sources from local and international organizations and other related funds. The health insurance funds from the existing SASS and SSO schemes will also feed into the NHI funds. Poor households shall have 100% of their premium paid by the government and non-poor informal sector population shall receive a subsidy of50% of their premium. The fund shall be managed by a fund-management body, which is tasked for membership enrolment and contribution collection, theto be transferred on a monthly basis to the National Health Insurance.
· Communication and awareness generation: 
Currently, awareness campaign is organized at the field level especially for informal sector and poor household. It is the role of local authorities to continue communication and awareness campaign in order to increase enrolment and to address the issues related to the provision of health insurance benefits. Effort have been made especially for the formal sector schemes to have regular promotion through media such as newspaper, television and radio broadcasting. To be in line with the new programme, the communication strategy  need to be reviewed and integrated to reach all group of people.
· [bookmark: _Toc335155927]Financial and social inclusion of beneficiaries: 
[bookmark: _Toc335155929]The biggest challenge comes from financial and social inclusion of beneficiaries, particularly because 80% of the population is in the informal sector. A lot of discussion and coordination need to continue in order to come up with an appropriate method to collect contribution from the informal sector population and how to link the system with the banking system or micro credit programmes especially in the urban area to facilitate the collection.
3. An emphasis on the lessons learned of the programme: 
Having implemented the four social health protection programmes in the past few years, Lao PDR is still facing great challenges in extending health insurance coverage despite the target of universal coverage by 2020. The existing social health protection schemes are very much fragmented, constraining the system from larger risk pooling and higher efficiency. The creation of a national health insurance institution was therefore proposed, merging the 4 different social protection schemes and develop a larger, national-scale social health insurance system.
The system is currently in the initial stage of implementation, going through trials for registration methods, contribution mechanism, benefit package etc. In order to achieve its goals, the system necessitates changes in institutional arrangement and capacity strengthening. 
4. Linkages with the guiding principles of R202
Health care is currently one of Lao PDR’s top priorities in Social Protection. The development of social health protection for the whole population is considered urgency as well as an initial step towards the development of the Social Protection Floor. The establishment of the National Health Insurance Institution and extension of health coverage goes hand in hand with the countries longer term objectives of gradually building a social protection floor system through a staircase approach, using the combination of government funded schemes for the poor, partly-subsidized schemes for the informal sector and more advanced contribution-based schemes for formal sector workers. 
As the national health insurance system embarks on its implementation, the country initiates the Assessment-Based National Dialogue on Social Protection Floor, involving relevant line ministries, workers and employers representatives and international agencies, to explore the ways forward toward building a national social protection floor. The Social protection floor will consist of not only health care component, but also income security for children (to ensure care nutrition and education), income security for working age population (ensuring protections in case of contingencies that prevent them from participating from gainful activities) and income security for people in old age.
It is now too early to discuss in detail of the impact of the national health insurance programme on the overall coherence of the social protection system. However, the agreement between MoH and MoLSW to merge their respective programmes on the pooling level is a start towards national-scale systems. The pooling will likely start on the administrative level and progressively move toward finance pooling on the longer term.
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