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1.0 I:"ITRODUCTION 

l\mong the key obj ~ctiv~s ofh~alth financmg reforms in Zambia has be~n the n~ed to 

gen~rate additional linancial resource,; and foster partnerships between lIsers and 

providern through the introduction and expansion of user lees and prepayment 

schemes. ' Through cost sharing plans, the Zambian government has sought to foster a 

sense of ownership among the population, thereby promoting private/public mix 

partnerships, Considenng th ~ level of poverty in the country, the government has 

prioritised the effecting of poverty-related ~xemptions as a way of removing financial 

barriers to the po<.IL Through the r~solirce allocation formliia of the Mmlstry of 

Health, e"ll1ltable distriblition of financial n:sources has been targeted and th~ 

budgetary reform has fOCllssed on shifting re,;Ollrces away from higher-level services 

towards primary healdl care (.'vIOH (1992a), .'vIOH (19~3), MOH (1~95), MOR 

(1996) . .'vIOH (l998a) in Lake et al (2()()()l) 

The choice of the financing mechamsm(s) therefore b ~comes cntical in ensuring that 

objectives set Olit in th~ health s~clor are meL That choice lS particularly lmportant in 

ensuring the provision and public financmg of th~ Essential Health Care Package' 

within dle country. The provision of dlis package is considered to be dlC immediat~ 

goal of Government (MOR 1997; MOH, lOOO)_ Social Health InSliranc~ (SHl) is one 

of the altemative methods' of raising financial resources needed to provide health 

can: 

I 11>< Mini'Try of Health h., panioulorly \><e" encour.£jn£ the <sublishm<nt of. and expansion 01: cosl 
;harin£ f""noi"£ ,y".JllS ,ueh a< us", fe .. and tl>< prepaym<nVi"sura"o. ,el><""" (i" sel.ct.d urb.n 
di,trict,j_ See 'vIOH (1992) and Kaly.lya ,t ai, ( I '198) 
, 11>< E= nti.1 H"lth ene P.ehge .eeoTding to the \10H i, eompn,eJ of I"e_<c,ihd «rvices at fir" 
CO.""L fIr,t "fen.1. ,,-,coOO rebnl .nu lhiru ,cfen.llc"d" The 'pachge' ,urnrn.ri,e, the .." yi,", 
that ","oold be covered by p\lblic funds. Tile "..,.n, by which (he general populace g.iJU ,CCC" [0 \he,e 
"""ic., Jr •• 1"" 'pecifIed, See MOH (2000) 
; S .. ,",en"" 2,0.2 for a di,c""ion of alt. motive m<thoo, offin.ncin£ h .. l!h car< 
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2.0 LITERATURE REVIEW 

2.0.1 Aims of thi~ Chapter 

This section sets out to examine literature that is pertinent to understanding the 

various health fmancing methods. Some of the strengths and weaknesses of these 

financing strategies are prescnted and they fonn the basis upon which Sill is chosen. 

Thc origins and key features of SRI are explored before examining country SRI 

experiences. This sets the stage for discussing how the feasibility and desirability of 

SUI for other countrics can be assessed. 

2.0.2 Financing in the Health Sector 

By 'Health Sector' we mean "the totality of policies, programs, institutions. and 

actors that provide hca1th care-organised efforts to treat and prevcmt disease"(Bcnnan, 

1995: 14). The issue of health financing refers to many aspects of funding health care 

provision. While it mostly refers to resources in the fonn of money, it may also 

include other reSOl.lTCes such as voluntary labour and gifts III kind (pieces of 

equipment. supplies) (Goodman et a11993). The method of health carc financing will 

have a significant impact on the way health provision services will be run as well as 

on the type of care pro.ided in the health sector (HHARAA, 1994). 

2.0.2.1 Health care fmancing systems 

Considering alternative methods of financing health services leads to the examination 

of both new sources of income as well as old ones. Principally, there arc two streams 

of health care financing methods and these are the public and private modes 

(Wagstaff ct al, 1999) and van Doorsalaer et aI, 1999).' 

, Though we hIve '.ltemativ. · m"hodo of finoncing the Health ,eClor, it ;, important to oo\e that 
countrio:. will usually have. oornbinotiOll ur p.cbge of two ur mor. financing .ystell1o ratltor than • 
,ingJ. mo:tbod. S.e for instance Wog,afI et al (1999). 

7 
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3.0 ZAMBIA -COU'ITRY DlSCUSSIO'I 

3.0.1 Aims of this Chapter 

Tllis section pre8ent8 a comprehensive analy815 of the trends in the macroeconomic 

envIronment in Zambia. In this analysis. the refom15 that hav~ taken place 5ince 

independence are evahmted, Of particular importance are those relonns that are 

related to the heal!h sector. Past attempts at lwalth insurance in tlw cOWltry are also 

renewed. Since SHI is bdng proposed for fonnally employed Zamblan5. an analY8is 

ofthe Zambian fonna! s.;ctor, both publK and private, i5 done, 

3.0.2 '-1acroeconomic Euvironment in Zambia 

From 1964 to the early 1 97()s. th~ rislllg copper prices mcreased government revenue 

providing the r~8omces for an initial 18 months' transitional d~vclopment plan and, 

from 1966, the four years First ~ational Development Plan (F}'''UP). The FNDP was 

succeeded by the S~cond !\ationai Development Plan (SNDP), which sOl.lghl to 

diversify the economy especially in agricl.lilme and industry. During this period, 

overall GDP increas.;ci at an aruma! rat~ of 8 percent Government expenditure had 

incre;u;ed to 41 per,ent of GDP (Chefll. 1989),10 

High revenue8 also made It possible lor gov~mmC\lt to adopt populist po8itions such 

as introduction of wb5idie8 to the para5tatal8 and agriculll.lre as w~ll as provision of 

health service8 free of charge (ILO. 1981). 

The above trend """ reversed dl.lring the mid 1970s mainly as a result of a g~n~ral 

poor perfonnance ofth~ economy. To a great extent, thi8 dechne reflected the impact 

I' j1>e nwmer of Ito,pit.), ')' 0 incro .. od fram 48 i~ 1964 to 75 hy 1974 .00 lil,: expc"',"ocy Ta ,,-" from 
40 to 45 y~.'" o" or tll< ,.me r<riexl m.inly a. a re, ult afimproved hcolth beiliue, . Sec Cheru (19S9) 

22 
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23 A move to achieve this involved introduction a needs-
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proxy for and 
and be plUmed 



Univ
ers

ity
 of

  C
ap

e T
ow

n

• 

It was .. uu ......... ,u was a 

revenue 

to non-

user 

was aeS]plte 

were a COIISCClucmCle. 

Prc:pa'yment scn.eInlCS were "' .. JLJ, ....... "' .. 

metnO(1 was not 

COIlDmlllDllty nnaIllCmlg IS\;UCIUClii was meant to on prc,mC)nI12 

SClJlCIllIC was 

or 

.. 



Univ
ers

ity
 of

  C
ap

e T
ow

n
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Cost-IeC('Velry refers to methods used to mobilise resources from 01 on behalf of 
patients fOl services that &Ie outside the Care At a these methods 

lead to full of costs of service provisiion. l,;Oist-Sbarma involvelS mobilisation of such 
rcsomces to This Health Par:klu:FII!! 

includes services at the first contact. referral levels. 

sm falls within the cluster of 
packas;e. But since workers will 
some to be 

.. 

expc:cted to Su:pp4lrt 
means sort of IlllOWIK 

pacul!:e. This would make sm attractive. 
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resources more 

26 Accreditation is a sys1tematic orc:)Ce~;s DlteUuml.g OIrga:nislltiCllnalomformance to enable the pl'()Cess 
contracting health services to IUDClJDg to rec:4)2DllseG staIlldarlils 

27 the CffilciClD.CY financU:1.g r1!!OUi:rell a co!1np1'1ehe:osi"c of the health sector 
and is therefore not ac:kllrcssed ade:qu:atelly 
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is state-
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was more so 

sector fun.ding. 
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were as a 

DD.QlIlgs were 

i;lI ..... JI ... UJI ... to areas 

r.IJlPJ!UYI:::C:S can 

employer covers 

29 A check with ZSIC in 2002 revealed that the never took off at all. A 
for this failure was that there were statistics and information to 
the scherne. Also cited was the realisation that the of free medical 
initiative . 

• 

reason advanced 
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largest employer In the economy. In addition to the privatisation programme, this 

reduction was also as a conseqllellCe of liquidations In many establislunents. By end 

of 1999, the sector had 56, 400 employees. 

For 2002, however, formal employment levels were projected at 472, 500 implying an 

llnprecedented increase in the working population (CSO interview), Job increas e~ 

were mainly attribllted til expected increases in torcign investment. 

3.0.9.2 Employment by industry 

Emplo)TIlent levels for the nine categories of the fOlUlal employment sector arc 

presented in flgllre 3,1 below. The Sen-xes Industry is the largest in this group 

followed by the AgnCllHllre, Trade and then Manllfacturing segments. This 

information gives an idea of how the benefits from SHI would be shared among the 

indllslri e~. 

Figur. 3.1 

8? 

Emplo)'ment by Industry 

Tro",p"rt 

10% 

10'. 

n . 

Sour~"': Quarterly employment and Earnings Inquiry, CSO (2000) 
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~.O.9.3 Earnines by sector 

Figure 3.2 below shows the avcrage earnings of employecs in the 4 catcgories of 

lonnal ernploymcll:. as grouped by CSO. Data on remullcration of employces sheds 

some light on thelf ability to pay. This infornlation would guide policy makers III 

dctermining the level of premiums to be paid by employees. It should be bome 1ll 

mind, bowever that there would be a contribution from employers as welL 

Fog.r~ 3.2 Average earrings by nctor ('COJ I::wacka) 

1 
< 

, ."''''',' 

SO<Jrc~: Quarterly emplcym~nt and Earnil19s lnqufry. eso (2000) 

3.1 Summary and key me~sages fmm this chapter 

• Zambia"s macroeconomIc decline can be traeoo from the time of 

independence. ThIs decline has led to a number of cconomic rclonns such as 

promotion of health care as close to the family as possible. Intemls of he-11th 

financing refonns. government has emphasised mcreasmg budgetary 

contributions, budgetary rcfonn and increased efficiency and lastly cost 

sharing. Implementation ofSHI would therefore have to fit within these broad 

objectives. 

35 
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• 

4,0 CONCEPTUAL FRAMEWORK 

This chaptcr discusscs the way thc analysis of the study IS modelled, givcn thc 

litcraturc rcview in Chapter two, The reasons behind the choice of model used are 

also discussed, 

The model specificalion is bascd On traditional economic theory that aSSlimeS lhat 

households are ralional (Lipsey and Chrystal, (999). Households endcavollr 10 

maximise their utility or satisfaction from consumption of any givcn goods, subject 10 

thcir budget constraint, In the case of bealth services markct, howevcr, it is critical to 

note that demand for health products is derived demand, implymg that health is 

demanded not just for its sake but to enable households to carry out certain rewardmg 

ac tivities such as participation in the labour market (Wagstaff, (987). 

4.0,1 l\lodcl ~J>CcificatilJn 

We let W (.) be the indirect mility function ofa respondcnt with Y, being his income. 

The other determinants are the l.lnique features of SHI attributable to its design and 

nature (l;-F,) and a vector of other socio-cconomic, dcmographic and hcalth arguments 

ofpotenlial SHI scheme members (Z) (ChTIP, 1996),t, 'vIAXWTP is the maximum 

amount an individual is WTP for SHI. 

A changc in features of a particular SHI scheme (from LTo to UF L) would change thc 

ulility function from Wo - W" (Yo, LTo, Z) 10 WI - WI (Yo -MAXWTP, UF1, Z). 

Given this scenario, the respondent's WTP given changes in cxpected payoffS lS 

denved from his/her indifference between the followmg two utility functions: 
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35 

interesltin2 ............ J'''''' of households' WTP for um,ro'vea sanitation in Ghana. 
and Gertler at al also for of choice of health care individual 

consumers 
32 The LPM has been used in examitling t"At,l'!anri_ of labour as a 

that a 

Probit Model to anallWll! labour 

to model the interval-censored survival times. 
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amounts 
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ma::!Cimlum amount respoIlaents were 

two m04:lelS 
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source were not set 

zero. 

it we 

respOl]aents were 

38 Examined in this was effect of old age peJ1Si(lln income on WOlrlWllK hours and employmtent 
status of 16 to SO year old Africans 
39 Reference is made to the of the EltJpectati<ons,-Al1gDlCDled 01..,"..... Curve for the United 

1970-1982 
40 Maluccio et al 
Social and Household in 

loprit!m:lic per eX}:Ien(liture in a of 

41 The model was used to anaJlV!Ie in the natural of 
income in South Africa. 

to detennine the variables that eX}:,laiIlCd the maximum amount were 

43 It may be imlrllnrf1lnt 

amount 
to indicate 

U1CJlUdc~d 8lllllOnl1:st those 
4 of the 146 did not volunteer any MAXWTP 
volunteered 8llIlIOunts. 
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care uses 44 

a COllSeQuc:mce. a lW()-StaIlC rella:e!.Slcm was 

....... ~ ... u., ... are 

one to 
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aepeJna4et1t on ... "',~v"" 

an 11"11111'111111. 

or as 

p = 

to 1 an 

p an 

....... ' ...... ,'" pres:en1ted as p 

= / 

that could have been used is the Heckman Selection is which is a two-
Breen But the of zeros in the variable as 

wen as colline~ari1ty made this model not In error term was 
ins:ignificant m:q:IIYUlli!: that some variables influenced selection were not in 
model. 
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45 Examined in this was the: effect of 7 expllanatolry variables on the: pe'I1cenltage share 
assets in total wealth of households in the of Ireland. 
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5.0 :\-"IETHODOLOGY 

In order to achieve the objective~ Oldlined in section 3.0, the stndy ntilised the 

following methods at varioll~ stages of the research: 

a). Lihrary research involving the review of both theoretical and empirical 

hterature on SHI in particular, and Zamhia's health sector in general. Of 

particular importance also was a review of Zambia's macro~conomic 

environment m WhlCh characteristics of the fomlal employment seClor w~re 

highlighted. 

b). A SUl'V ~ Y of fonnal employees and employers was condllct~d in order to obtain 

infonnation on WTP using queslionnair~s (~ee 5.0.1 and Appendices 1 and 2 

hd ow) 

c). Interviews with various p ~rsonn~l in the Mini~try of Health (MOH), Central 

Board of Health (eBoH) and InSliranee companies. Views were also sought 

Irom key persOlmel in international organisations such as thc WHO and 

UNICEF. 

5.0.1 Data Collecti"n In,trument 

G",a! CarC was taken in deSlglling thc questionnaires for the survey of fonnal 

employe~s and employers. The d ev elopm~nt of this lllstrument drew a lot from the 

work ofMuheki (1998). TIlC resultant questioilllaires were prete~l~d with 30 fonnally 

~mployed people and 5 employers. Comm~n!s on thc qucstionnairc were also solicited 

fi:um Univ~rsity of Zambia (UNZA) researchers and MOR p ~r'lOnnel. The rcsultant 

r~sponscs Irom this first t~,t and ohs~rvations were used to improve upon the 

instrum ~nt. 

There were thus two versions of questioilllair~s: On~ was rulministercd to employees 

and the other to employers smce beth camps playa significant ro le in SRI. 

The final survcy questionnaire for employ~es had fOlir parts: i) Identilication of 

respondent Ii) Socio-~conomic and demographic charactenstics of respondents iiI) 

47 
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46 In the fmal ho~,eve:r. because of inc<'IDp,lete que:sti()DDlme:s, share for the sector 
came down to 52.9 %. 
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6.0 EMPIRICAL RESULTS FROM Sl:RVEY AND DlSCl:SSION OF 
RESL""LTS 

6.0.1 Introduction 

This chapter presents the empincal resuhs. as well as a discussion ofthe results, from 

the COlltingency valuation surveyor public and private sector employees and 

employers m Lusaka. 

6.1 Respondents' ,ummary descriptive statistics 

Table 6.1 below shows the descriptive summary statistics of the surveyed employees 

in the two strata that have been considered ror our study (i.e. public and private 

sectors). 

Table 6.1 Summary Descriptions of surv"y"d populatIon 
n ('r. of total sampl") 

~~----- -----­
Respondents' characteristics 

---

Gender 
M Qle 

Female 

Age [meon (stondord deviation)} 

Morito! stotus 
Single 
Married 

Divorced 
Widowed 

Level of educotlon 
Degree 
Diploma 
Secondary 
PriMary 

""" 

104 
89 

33.6 

(6962) 
(3038) 

(771) 

84 (2867) 
182 (62.12) 
10 (3.41) 
17 (5.80) 

41 (13.99) 
146 (49.83) 
95 (32.42) 
10 (3.41) 
1 (034) 

, 

• 

52 
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Fi~ure 6,1 Mean monthly WTP amounts for various host>ltals 

f 

DilTerenl hospital services registered Varylng \VTP amounts, split again according to 

the supplier of health care. Table 6.2 below shows Ihe mean WTP amounls according 

to hospital services provided and health care provider (Iype of hospital), 

With the exception of the 111axinlllm WTP amounts for inpatient services sought from 

private hospitals and outpalienl services also desired from private hospitals (K50, 000 

apiece)'l, people were WTP more for each type of hospital ser.ice if they could be 

guan'nteed ~ccess lO bolh public and private institutions,'3 "Ibis is eVIdent from the 

facl that the mean amounts respondents were WTP if they could seek medical help 

fronl b<llh public and private hospitals, were higher for Jlltypes of services than those 

obt~ined wrn:n Jccess wOllld be ensured (mly from either public Dr private hospitals_ 

A po_~sihle explanation for this is th~t respondents prefened not to rn: restricted with 

regards to the type of heallh care provider they would seek redrcs_~ from in time of 

illness. Employees are WTP more for ~ wIder choice of heJlth provider. 

" A, • n",tter of f.ct. ,h<>c (wo Il~LlIT' r~prncn( llle response of onl)' three p<upk who .. ayer.ge 
<.min ~' w.-r< way .boye lllo.l uf the utl",r ""ponden(" These two figu,,, are th<rdore not 
ITpre""nlo li¥~ ufthe sampte , 
" The ,eope of ,,[\-ioe, providcd hy r<>hlic >rid priv.", ho'pit.l . i, g<n..-.Jly th< ><m<_ But ,he« 
",[\'ice, normally differ in thc cmt,oo l<v<l of quolit), Th, cu.( and levd of quality",~ higher in tile 
l~tter_ Tn ,hi, vein, the puhlic md pri"a(e l""pil.l> cm be , een .. pro;'iding 'cumplcmcnlary- '~fYic~,_ 
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Average WTP .... OOJrQ (proportion of monthly IIlIry) by 
S.'tOI 

i • " 0 
< , " • , 

"-- . PnyaIB_ 

It is striking that the fijjllres given by respondents iIi the public sector and those: in the 

private sector were almost the same (K23, 35S as opposed to K23, 280 for services 

provided by private hospitals or K26, 633 as opposed to K26, 465 if services were 

pro~·ido:! by a combination of priVlte and public hospitals). This DleaIlJi that 

employees m both ~tors att:lched the same kind o f value to heallh services in pnV8te 

illstitutions or a m,xltlre of public and private institutions (as pmxiai by the miUimwn 

WT? amounts) implying that the amount of monc;y that would raised from any 

particular employee would be almost the same regardless of the sector provided equal 

nuni>ers of employees were used.55 However, private sector employees were WTP 

about 10 % less than public sector wOlkers i f serm:es were to be provided by public 

hospllals (K \4, 66\ compared (0 K16. 2Q7 for public wotkers). This again is an 

IIld,cator of negative perceptions of publ icly pro~idal health scr.·ices. Privately 

employed (and benet remunerated) employees would miller seck tneir health care 

from private hospit~J s. Figure 6.2 above shows these findings. 

l. Boo.use of dllen:p;!ne,el '" e.,."mg', howe,er, publIC SCClOf oJlllloy ••• were WTP more when their 
molXl!l1Wl1 "WTl' .mounu. ,,~ e'Pre"ed os a percentase of the aYHag~ monlh1~ .. luy iD their secto". 
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51 Calculations medical and actuarial would have to be made to determine a more accurate 
cost of health care 

indicator 
spe~tlC source care. These are a 
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6.7 

Figure 6.3 

DauDl workabJity i 
dont mderst"oo 

~, 

Em"noes health 
statu; 
22"!. 

100/, 

". 

Affordable. un i ke 
turnp"ul'1 payments 

". 

Reasons for being WTP SHI 

P<>icy has warted 
in Zambia before 

Reasons for respondents not being \\TP for SHt 

It IS of critical lmportance to tr)' and understand why certain employ~e, w~r~ not 

prepared to pay for SHI. From the 293 that were sampled, 91 (31.05 '\';, of whole 

sample) were not WTP for SHI. 

According to Figure 6.4 below, the majority (31 %) ju,t doubted (he capacity'" and 

will ofgovemment to successlully implement the scheme or did not lully appreclat~ 

how SHI would work. Another large group (27 %) cited the l11gh tax burdens that they 

were racing a3 inhihiting further salary doouctions. This issue of tax hurd~n" one that 

need, to be seriously addres,ed m the implementation proce,s. The past perfonnance 

" I«ue< of I.c\; of inclOO<d ,,,,,d<q""'" h')<.pi .. 1 <quipm<nt. dru~, .nd m,m'a<ri,I capaoity. But also 
cited wc-r~ poor s[oJl.tlilu<k,_ This h., led [0 • IOl of uncert.inly concerning worhhility of tk policy 
The lrack record of ~overru1ten[ in.de~uacic, included !he perceIved f.il"r~ of prep.ymcnt ",,""me, 
and tho misbonJling of !,(""emm,,nt iin"noe', 
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of government abo cam~ mW question as past govemm~nt financial lllaiproctices cast 

some doubts on how safe SHI funds would b ~ (25 %). 

6,8 

Figure 6.4 

DoubtGovl 
accountability 

25'" 

Duplicaiton. 

em pl()'yee" """''''_ 
oon iributin9 

4% 

Would bring abOut 
congeswn , " 

Reasons for not being wrp for SHI 

Policy has not 
wo"ed well in 
Zambia t>eb re 

" 

Doubt 
wor.abili!j!doo'l 

understand pol,"" 
3 ";' 

Z_bians me 
o'"'ta",d 

27% 

Current Health Care Seeking Attitudes 

According to Table 6.6 below, of all employees sampled, 68.26% repon~d that at 

least one of their relatives had been sick th~ prevIous y~aL Most of lh ~ respondents 

indicated that they sought medical help from private hospitals (52 %). This is an 

indicator of the ahility of these employees to pay for SHT especially Iha\ private healtb 

care is expensive. Calculations also show that only 32.76% said they benelited from 

rn,ing pari of a prepayment schem~ _ Regard less of this fact, 81.6 % of\he sampl e still 

indicated that they paid for their medical services Oul of their Own pockets. One 

would lrn,refo.-" assume that most employees disregarded tb ~ ir prepayment schemes 

and sought to make their own private payments. This is because the scope of coverage 

of services for prepayment schemes, mainly in public hospitals, is not extensive. This 

leads many scheme holders to either supplement the services from such schemes or 
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5eek oth~ altemativ~ s allogdht:r, II is however important to acknowkdge that current 

attitude5 to pr~a)'Tl1ent schem~s are a good indicator of the aversion that Zambian 

have towards any form of prior payments tor health care. But not umil the packag~ of 

serVIces covered by such a schem~ is expanded and more information on how tht: 

scheme works is disseminated shall we be able to make a more conclusive diagnosis 

of allilud~ s towards such a scheme. 

Tobie 6_6 Cross tab of household members being sick in previou~ month ond 
whether or not they belongEd to a prEpayment SChEme_ Figures in parentheses 

Indicote percEntogE of 1otol population in surv"y 

Hhd mEmbEr sick in MEmb"r of Not member of Total 
prE~ious month? PrEpaymEnt Scheme Prepaymnet 

Scheme - ... _--------,., 96 (3276) 104 (3~_49) 200 (68_26) _.-
93-(31.74) N. 46 (1~7) 47 (160-'4) 

: 
j 

i 1~1 (~i54) -"" 

Total 14,2 (~~,~6) m '00 -----

6.9 What is the vic..- of Employers? 

There were 27 pllbhc seclor and 10 private s~ctor employns 51 ~;, (17) indicat~d that 

they endors~d SHI while 35 % (13) were cakgorically against th~ policy. The rest 

\\'er~ undecided, The major reason CIted by those who were for th~ idea of SRI was 

that it would indemnify employees against unprecedented sickness and ensure that 

there was medical recourse whenever one was sick, This would he very helpful 

esp~!ally for the poorly paid ~mploye~s. 86 % of the employers in favour of th~ 

policy prefeJTcd that SRI COVer5 both outpatient and inpatient services and that it 

caters for the LTIlployee, his;11er spouse and their children. For the majority ofthos~ 

that were not for SRI, the main r~ason was that they felt thaI Zambians are overtaxed 

or that there is a lot of doubt on the workability of the policy (920/. ), 

In addition, most employers fdt that SHI should be administered by an autonomous 

fund (59 %) with some intimating that the pohcywas long overdue (47%). There was 

~mphaslS, however, that thn~ should b~ accountability in adminiskring Sifi. As for 

the effect that SIfI was going on the number of employees, 52 % fclt that th~y would 

not layoff any ~mploy~es despit~ th~ fact that implementing SRI would mean that 

68 
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employ~rs contribute On av~rage 50 %59 of the total medical cost under SHT_ Hut a 

revIew of the actual amounts that employers :;aid they would he WTP reveals the facI 

that employers have di ITerent perceptions from lhose of employees of what the total 

health cost per employee is_ The average maximum amount Ihat employers said they 

would be WTP for an employee it- SHI covered the employee's entire famlly was 

Kll, 724_ This lranslate8 to a third or the amount employees said they would be 

wl!1ing 10 eontri'Jute (see 8ection 6_12)_ G<.llng by the more plausible assumption that 

~mployee comr:bUlion IS 10 % of the worker's total health cost, employers' 

contribution lramlate8 to 3_3 % ol-the IOtal per capita cost with govenmlent making 

up the rest. 

Based ,m the respons",s Irom employees and employers, a summary or how the total 

health care cost for SHI scheme member8 would he shar~d IS presented in figure 6.5 

below_ 

Figure 6_5 Health Care Cosl Sharing 

Employers 
3',1, Employ",," 

Governmen;'~----' 
Sl% 

10"% 

"Tili , wa. til< mean cun[[ibutioll that . mrl~ye" <ai,-\ thoy woulu oontTibuto WWOTU' SHI 



Univ
ers

ity
 of

  C
ap

e T
ow

n

an 

Imntc::d one 

reasons 

.... AQU ..... '" were 

VU'"",,"A""" as answers 

respo1rlSe IS 

re~ueISSlC:)U. were COIlSl(lLerc::a 

answers 

asa 

on 

were a nwnbc~ 

a resJ)OlrlSe U~~~M __ 

converse. 

asa 

a 

voluntleerc~ a 

were 

..... ,QU ...... were on 

were: 

this number reduces to 9 when one considers the fact that some of these 'variables' are 



Univ
ers

ity
 of

  C
ap

e T
ow

n

u ......... &4 care 

more r~;p(llnaen1ts were 

U .... IJlUA care 1.111.11.11 .. 11 .. nO!iI)l1:aJ.S was reason a 

ditleI'lent reasons to 

care 

care as a reason 

UUI..,U"'" a 

uu ....... ,,'.!!> as 

GlJU.UI ........... to 

,:)PCCIW.l.lteU "'_ ...... ,ro ... ., are 

cmlJ)U)YC'C5 to 

to new 

was to cover SDie<:l:al1I;ea 

were more 

6 more 

au.au!,",,, were: 

current _, .... 1 ........... _ .. + 

.. 

C1 .. 'M' ..... ., were 

.. 



Univ
ers

ity
 of

  C
ap

e T
ow

n

.. 

a vvere 

vvas a care 

vvas a care 

current employment vvere 

ther~~fore con1rlbulting to 

nl'I"!~l"nt an UD(leslre<1 

tacUlg. It 

eID))lo)rees to 

out 

none hOUlseho,ld m.~bc;:rs be:longed to 

pre~a:yment sctlen:le vvere more a hOlllse.llLold 

membleI' vvas a scheme. Pre:I:)aYllnent schemes not inv'ohre poolmg 

therefore are more eXllens:ive 

reason 

AIllotJler reason 

.lUll",,,,,,, peop1le out is vieM'e:ci as a 

Re!;'pOlndents urhn<l;!I" current prepa)lme:nt sc:hmnes co,'ered 

vvere more It is 

are bellleiitiIlLg more 

more are profitiIlg 

are CUl'll'e:ntly n~ellVU:l2 

.. 



Univ
ers

ity
 of

  C
ap

e T
ow

n
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nos;PltaJ. care anew 

more memtllers a reSl:tOnc1en1:'s hc)usc;,holld more am:'aCl1Ve 

nnI1l"VWas. a COlnsc:qu,en,ce. reslpO,naenlts were more it prolmisc~ 

as Om:IOSC~ 

res:poltlde:n1ts were more 

a COD!lbiItatiC)D 

""".""''', ...... , .... u' .... as oDlomled 

0.028 

1.166 

res=3 0.992 

61 Note that values in brackets indicate C81iCWaatea t-statistics for coefficients. Two tests were 
used 
"', "'''', and "' .. indicate S, and 1 % 
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Bose: 

1.315 

2.100 '" 2.034 

62 Note that values in Dra,ckets indicate calculated t-statistics for the coefficients. Two -tailed tests were 
used 
• and ... indicate 5, and 1 % level 
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."sick 

*** 

is *** 

is very 10.777 *- 14.551 

63 Note that values in brackets indicate l.<ilUl;;WilI\cu t-statistics for the coefficients. Two -tailed tests were 
used 

and *** indicate S. and 1 % level 
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reas1=3 no 

reasl=4 (Coil'lClte:stion1 

reas1=5 ** 

reasl=6 

reas1=8 -4.741 -

is 0.661 -0.294 

is 

is 2.241*** 

Bose: 
reas2=4 

reas2=5 0.730 

reas2=6 1.745** 1.500 -* 

64 Note that values in brackets indicate calculated t-statistics for 1he coefficients. Two -tailed tests were 
used 

and lilt .. indicate S, and 1 % level 
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reas2:::7 

Base: 

cov2:::2 (Re:SlXlndll!nt and "' .... ' ...... "1 

cov2:::4 CRe:SlXlrldll!nt "'11"'1' ...... "'. 

constant 

n 

1.473 

293 

319.73 

1.440 *** 

-
3.444 

* 

1.223 

293 

0.0000 

.. 
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65 Observation bas shown that chances are WY'URIC. hc:msc:hOJld members will choose to 
live with relllltivelv for Our of 
divorcees is from the WOlrml2 
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66 See 6.11 for a COlnpJ.ete discussion on the imlf)lic:aticimS of the UlAI§U' ......... of MAXWTP amount for 
WfPforSlU. 
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67 Note that values in brackets indicate calculated t-statistics for the coefficien1ts. Two -tailed tests were 
used 
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XuJJftd ~:q>elId",,,c '" 10,333 Il>. 000 
MAXWI'P fIJI' ""lpIlocnl .. ,,,,,,.,, 
-runo'" npctxhnlfc 0 0 
M,\XW1l' fm nU"'~lIonll~1'\"O<_' 
"'o:um:nl expcooJ\\ile '" 45, 714 . )4, 91~ 

M,\XV. lP fur tnp~ricnl "''''\00< 
>Cum:1l.I. expcoomm 0 0 , 
\IAX\\,'TP fur ",!"Iien! ~""I= 
"<:Urn:nt cxptndlluI\' , 0 , 
MAXWll' fill mp"'~m services 
<:Cllfrem c~""nrn"'~ '" 100,000 ·30,000 

M. .... X"'"1l' lOr btlt" "'poment &. OPD .on;" .. 
'-" onont expcnw'W"e " 12, 78~ 1 S. 392 
M.,,),"\Vl1' l'lT bulh inPIII)eUt &. OPD ,""'''e' 
~cum:n[ expcndi,W"e " 27. 14 j 0 
MhXWTP fur buth in!)alle!l1 &. OP!) ,""'0010 
·"um:n' eX("'oolWre " 75,216 .S6.6GS 

MA.\"'-T P for speclaltzed hosp,tal "",,-icc, 
""=1 nptnrnlU>e 0 , 0 
~lA..,\WIP fm IpOClaltzed h"lprt:>l ,.",.",., 
-< unellt expcn,hllJ ... " " 

, 
M,\X"V.'TP fm '!f«'~h.cd h"'pIIO! •• ,,';oe, 
~n",.nt expenditure . 0 0 0 

If Klut"" of medical .0 .. for r.-pond,,,!> ..... both p,bllf and pri,-ale lIo'rMu', 

~l \XWTP fM ""'P,uoc .. "" .... LCO 
"tun.1II c"P.,.,dirnrr " IO,H] IK.OOO 
\I.",xv."ll' for outr~"tOI . er. ;ca 
-<UJJcnI "pcndihllC " 51,500 0 
\IAXWTP for ""'po"e,,, . er. "., 
<C\onen[ expenditure " 41,667 .33, U7 

M.. .... XWTP foe inp.1I0nr nlvk~, 
'><:unelll e~rend;'m. 0 0 0 
MAXWTP foc """to",,1 !lf1'\''''''' 
-.:uncut c<pend;",.., 0 0 " MAXWl l' fur: ~t ..... __ oco 
<'cutreIIlexpendihu"e '00 200, 000 ·170. 000 

.\1AXWTP fM bnlll InplHcnl ol OPD :;en',c .. 
>Currenl npenditwe 39 12, 778 2~, J9() 
MAXWTP Cm b<.>Ih I",,~titnl J. OPD "''ii, .. 
"''' •• '''nt expenwture " 24,6J S , 
~L"'XWTP for boI~ ,npa"enl & orn ,crYi" .. 
~;:u""nt expe""'''''' SJ SI.56~ -61,544 

MAXWTI' for 'pc:coaloud hrupotal :.uvicts 
><Um:nI cxpc 1IIIi<ure. " " 

, 
M,;\ X""I P Cm .pc<"oallZW hu~ .. 1 •• ,,", ..... 
-cutJmI .>.pt1I""",e. " " 0 
M.'UWIP for 'pc<13!".t<\ bG<p,I" <cr'oi<<> 
<'<:II"ent .-,;pcndituf. " 0 0 

---
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7.0 DISCUSSION, POLICY ISSUES AND RECO~Il\fENDATIONS 

7.1 Summar)' of Discmsion of Results 

SHI IS one of the availahle altematives 111 the portfolio of health financll1.S 

mechanisms. It~ lea,ihility, de<;rability and ability to raise additional revenue in a 

cClllntry like Zambia depends on, among,t other elements, the existence of the right 

:;ocio·cconomic conditions, political support for tile policy and the presenc ~ of 

competent institutions charged with the airnmistTative and managerial re~po!1sibihties in 

SHL "llle fulfilrn~nt of these henchmmh Can he evaluated hy gauging the extent to 

whieh the objectives set out in 1.3 have been met. A <ummary as.,cs,mcnt of the degree 

to which the m~thodoJogical questions posed in 1.4 have been answered will provide an 

important measurement 1001 

Quesrioll aile - (i) What L, the size am1 composilion ,:f.(ormal sec/or employment in 

Zambia? (ii) fj-nat are the key features of liea/ih seeking belwviour of rhe forma! 

employees:) (iii) W7wr is the worker's currem meihod of poymemfor hmilli services? 

The formal employment sector makes up about 4.5 % ofth~ tOlal population. 57.5 ~-,; 

are in the privat~ s~ctor whil~ the re<t are m the public domain. Standing at 460, 260 

in 2000, Ihis number was projected at 4i2, 500 m 2002. 

The majority of ~mployees sampled reported that at least one of their relatives had 

been sick in the month prior to the survey. Most of the r~spond~nts imlicated that they 

sought m~dical help from pm·ale l"IOspital< (52 %). Considering the fact that private 

health care i~ eXpCllsive. ,uch h~alth seeking patterns poml om the ahllity of 

~mployee s to pay for SHL Another case in poim is that despite ,orne employees 

(32.76 %) indicating Ihat they or a member of their household belonged to a 

prepa)1ll~nt sch~me ; still 81.6 % <aid lhey paid for their medical needs out of their 

pockets. \Vhile this may be all argument against the poor servic~s coy~r~d by 
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