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ABSTRACT

Social health insurance, which offers financial security and risk sharing for health care expenses, could be the key to
achieving Universal Health Coverage (UHC) in Nepal. The social health insurance program in Nepal has advanced
significantly, but many adjustments in the insurance mechanism are needed to make it truly a key to UHC.
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Access to quality healthcare is essential for people's
well-being and quality of life, but healthcare can be
costly, especially in the developing world. Global Health
Expenditure Database suggests global health spending
reached approximately $9 trillion in 2020, accounting
for around 11% of the global Gross Domestic Product
(GDP). On average, per capita health spending in 2020
increased by 1.7% to $39 in low-income countries, 4.7%
to $125 in lower-middle-income countries, 3.8% to $515
in upper-middle-income countries, and 5.7% to $3,708 in
high-income countries.! In the context of Nepal, the health
expenditure was 5.17% of GDP in the year 2020, and the
out-of-pocket spending has been slightly reduced from
59.4% in 2015 to 54.2% in 2020.> The government of Nepal
has taken significant actions to make healthcare more
accessible to the citizens which reduced the catastrophic
health expenditure and ensuring the health rights of
Nepalese citizens. The Social Health Insurance Program
(SHIP) is one such action initiative with the potential to
drive the agenda of Universal Health Coverage (UHC).

Health insurance refers to a mechanism that offers
coverage for defined expenses resulting from sickness
or injury. This could include insurance for losses from
accidents, medical bills, disability, or accidental death
and dismemberment. Health insurance operates in the
risk pooling concept which is an effective strategy that
increases the likelihood of affordable and timely access
to healthcare services for those in need. By pooling
resources, the program enables the transfer of funds
from the healthy to the sick, ensuring that individuals and

households can access healthcare services without facing
financial hardship.® But in the context of the Social Health
Insurance scheme, in its current form it seems it has been
operated for charitable purposes rather than risk pooling,
due to its uniform financial contributions from households,
regardless of their level of risk or ability to pay. The goal
is to ensure that no one is deprived of health services due
to a lack of funds for treatment and to increase access,
quality, and utilization of health services. These were the
reasons for launching the social health insurance program
by the Nepal government.* However, to make it truly a key
towards UHC, a few adjustments are needed in the current
mechanism adopted by the insurance program.

Social health insurance a roadmap for UHC

UHC envisions everyone to have access to health
services, whenever and wherever necessary, without any
financial hardship. Globally, the significance of UHC is
revived by its inclusion in the Sustainable Development
Goals (SDGs) in 2015, while its conceptual foundation
dates back to the Alma Ata Declaration of 1978.> When
SDGs were envisioned, UHC was one of the committed
targets by the nations to achieve by 2030 to guarantee
all persons have access to high-quality health services
without facing financial difficulty. SHI can simultaneously
work to achieve UHC by working on the major dimensions
of UHC i.e. on population coverage, service coverage, and
reduce out-of-pocket expenditure (OOP) as suggested by
the World Health Organization.” (Figure 1)

Overview of the Social Health Insurance Scheme in
Nepal

The Government of Nepal approved the ordinance to
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Figure 1: SHI-key to address three dimensions of UHC
envisioned by WHO,” modifications made by the authors.

establish the Social Health Security Development
Committee in 2014 which was tasked to launch a new
approach to healthcare financing in the form of the Social
Health Insurance Scheme.8 This scheme was envisioned
based on the principle of financial protection through
prepayment and risk pooling in healthcare.® The national
health insurance program was piloted in 2016 in three
districts of Nepal including Kailali, Baglung, and llam
districts. After four years of implementation in the piloted
districts and assessing its progress, coverage, and overall
satisfaction among the clients, the program was expanded
to all 77 districts of Nepal in 2021. The program's ultimate
goal is to transform from a voluntary health coverage
system to a mandatory health security system.

In this SHI program, a family is considered a unit. When
the program was first introduced, families of up to five
members were able to enroll in the scheme by paying a
yearly premium of NRs 2500 ($22), which provided the
family coverage for health expenses up to NRs 50000
($441) at Health Insurance Board registered health
facilities. The program covered health services packages
including emergency services, outpatient department
(OPD) services, selected inpatient department (IPD)
services, and available drugs at registered health facilities.
Currently, a family of up to five members pays an annual
premium of NRs 3500 ($29) to receive health services
equivalent to NRs 100,000 ($833). The family with more
than five members, pays an additional NRs 700 ($5.83)
per person, increasing the equivalent health services cost
by NRs. 20,000 ($167) to a maximum of NRs 200,000
($1666). Moreover, the Government itself pays partial or
full premium amounts for targeted groups.™

Reaching the Unreached/Population Coverage

The government has made the provision to provide
free insurance services to ultra-poor households, the
population living with certain disabilities, the population
having MDR-TB and HIV, and senior citizens above
the age of 70 ensuring their uninterrupted access to
healthcare services.” Similarly, SHI extends coordination
and cooperation with service providers and health facilities
to increase the steady expansion of health insurance
programs throughout the country ultimately covering the
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entire population of the country aiming to make health
service accessible to every citizen regardless of the ability
to pay and increase community participation in health.

Reduce the cost of healthcare

Nepal's health expenditure is estimated to be three times
higher than the limit set by the WHO, making it one of
the four highest countries in the region in this regard.
The OOP covers 58% of total health expenditure in Nepal,
among which 55% is associated with non-communicable
diseases, while 66% of all expenses are on pharmaceutical
and medical supplies.” A recent report by WHO on global
monitoring of financial protection in health depicts that
1.7% of people have reached below the poverty line
only due to treatment costs, and more than 10% of
the population have fallen under economic crisis due
to personal health expenses, which seems to increase
rapidly after the COVID-19 pandemic.” SHI can promote
prepayment, mobilize financial resources for health by
risk pooling mechanisms in an equitable manner, and
manage the health services by eliminating financial
obstacles to utilizing health services, concentrating on the
underprivileged and marginalized.™

Expansion of the services in benefit package/ Service
coverage

Social health insurance has gradually increased its service
coverage, individuals can get promotive, preventive,
and curative services including outpatient, inpatient,
diagnostic, rehabilitative, and emergency care services
along with some level of coverage towards assistive
devices through its current insurance packages. A recent
study showed that families with health insurance are 74
times more likely to use health services in comparison to
those without health insurance.” It has been observed
that OPD service utilization has increased to 77% in the
year 2021 from 72% in 2016, and the SHI program has
expanded to all the districts of Nepal.™

Current Status of SHI: Opportunities and Challenges

By the end of October 2022, a total of 6,178,140 Nepalese
citizens have enrolled in the SHI program. Although there
has been a 5% increase in enrollment rate in the year 2021
in comparison to 2020, the percentage of insured people
utilizing the scheme is only 42%. There are currently 451
health facilities registered by the Health Insurance Board
(HIB) to operate the SHI schemes, where 1123 drugs are
available under SHI across the country.” In the current
context, SHI has many opportunities and challenges to
make it a key driver to increasing health coverage in the
country. The present fifteenth five-year plan of the country
has envisioned to address the need for health facility with
health insurance in each ward and aims to reach 60% of
the Nepalese population under SHI by the end of 2024.™
The National Health Policy, 2019 and Nepal Health Sector
Strategic Plan 2022-2030 has recommended specialized
health services to be added in the insurance package."
As of 2022, health insurance has covered about 23% of
the country's population and is expected to increase its
coverage all over the country.” Despite the governmental
priority to health insurance programs, the outcomes
are not meeting expectations. Even though there has
been an increase in the rate of enrollment, the number
of dropouts has also increased, and many target groups
are still beyond the reach of insurance.™ A recent study
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revealed one out of ten families had left the health
insurance program.' Similarly, 410 out of 753 local-level
governments do not have primary-level health facilities to
provide the package.* It has been observed that people
were interested in the scheme in its initial phase but, in
recent times due to various reasons such as unavailability
of drugs,™? inadequate human resources in health
facilities,™?' inadequate laboratory services,'™ they are
gradually dropping out.

It has been highlighted that more than 40% of client
complaints are related to service quality and medicines.?
Similarly, the long waiting hours for the clients seeking
health service through SHI card, and the long administrative
process are the major complaints.™'* The response of the
hospital and health workers greatly affects the success
of the insurance program. The difference in behavioral
treatment of the client with and without social insurance,
the practice of prescribing brand names of the medicines
instead of generic names, reducing the difference in
waiting hours, and easing the tedious referral mechanism
are some aspects where the health service providers play an
important role.” There have been different issues of moral
hazards observed in the insurance program from both the
side of demand and supply. From the consumer side, there
has been an overconsumption of healthcare services, such
as claiming for routine whole-body checkups, and irrational
collection of medicines for home storage. Similarly, on the
supply side, it has been noted that government health
institutions are keeping different rates for the same health
services for clients who are enrolled and not enrolled.
This has created a sense of distrust among the insurance
clients, for instance, OPD services are subsidized or free
for non-insurance clients but charged to clients with social
health insurance.’®? These issues have threatened the
overall rationale, accountability, and transparency of the
program. The reimbursed amount from the SHI program
has already outweighed the collected premium amount,
making it hard to sustain without help from an external
source.? This indicates the need for support from external
sources.

Although the provision of subsidies is available in the rate
of insurance premiums for the ultra-poor and marginalized
population, credible data and procedural paperwork
to enroll poor and disadvantaged individuals are still
lacking.?> Nepal has various fragmented health financing
schemes in multiple vertical funding programs like basic
health service packages, safe motherhood programs.?
All of these social health protection approaches can be
integrated into health insurance programs to prevent
duplication and waste of financial resources and expand
insurance packages. Despite the formation of the Health
Insurance Coordination Committee Guideline 2021,
there is a delay in its implementation. Lack of awareness
about health insurance, weakness in the management
system of the Health Insurance Board (HIB), delay in claim
mechanism, inadequate permanent positions in the HIB,
and poor coordination between the three tiers of the
government for health insurance operations are the major
reasons behind the inefficiency in current health insurance
program.

Ways forward

The expanding insurance program must address the
dropout rate and voluntary participation. If the health
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insurance program does not revise its current structure and
integrate into the existing health financing scheme, this
ideal program is likely to collapse due to low enrollment
rate and higher expenditure. An alternative strategy of
co-payment could counter the moral hazard observed in
the current scheme. Ensuring robust information system,
adequate health workforce, effective service delivery
system and mandatory enrollment of every citizen
are vital to assure sustainability of the program. Local
governments can play an important role in identifying
the ultra-poor households and the target groups under
the social health security program, residing inside their
political boundaries using participatory rural appraisal
and proper household databases. Integration of SHI with
other social security programs can reduce duplication and
create a unified approach promoting one door policy.
Swift review, verification, and payment systems by HIB can
tackle claim delays and motivate service providers. More
emphasis should be given to raising awareness regarding
the benefits of the program to rural as well as urban
settlements. To guide SHI towards UHC and to create a
resilient health system a mechanism for health promotion,
risk assessment, disease prevention, and wider risk
coverage is needed to tackle wider determinants of health.
Health insurance is pivotal for Nepal's citizens and requires
joint efforts from both the government and individuals,
taking responsibility for health of all. Therefore, promoting
awareness and ownership is key to achieving Universal
Health Coverage and the 2030 Sustainable Development
Goal.
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