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Blue Ribbon Commission on National Health Insurance
Post Office Box N-3730
Nassau, Bahamas
Telephone: 242.328.1535  Facsimile: 242.328.1211
brenhi@coralwave.com

January 31st, 2004
The Right Honourable Perry G. Christie, MP

Prime Minister

Office of the Prime Minister
Cecil Wallace-Whitfield Centre
Cable Beach

P.O. Box CB-10980

Nassau, The Bahamas

Dear Mr. Prime Minister,

In August 2002, you appointed this Blue Ribbon Commission to look into the feasibility of a National Health Insurance
Plan; one that would ensure that health care for all could be guaranteed, protected, and free from financial burden at
the time of use. The fifteen-member Commission has worked steadily since that time to build on the work of the first
Working Party on National Health Insurance. We have accomplished our task with the submission of this Report of the
Blue Ribbon Commission on National Health Insurance.

The Commission has utilized existing information, collected new data through surveys, interviews and special studies,
and conducted an exhaustive review of National Health Insurance systems and other financing mechanisms in other
parts of the world. Technical experts in the field, both international and local, assisted with planning, data collection,
and analyses, and consultations were held with stakeholders and the general public. As a result, the Commission has
created a framework of recommendations for the implementation of National Health Insurance in The Bahamas. The
Commission has also identified areas which need to be improved in order for a National Health Insurance system to be
developed and has proposed the next steps to be taken following the completion of this report.

In this first decade of the new millennium, developing countries find themselves in a period of immense uncertainty. The
effects of globalization, terrorism, and various trade arrangements will place the economies of small states under further
stress. Indeed, some of the first world countries, including the U.S.A., are just beginning to recover from a recession.

In the area of health care, advances in technology have led to greater diagnostic and therapeutic capabilities and
developments in the pharmaceutical industry have led to newer and better drugs. These events have all contributed
to rising health care costs and expenditure on the provision of health care continues to sky-rocket globally. Indeed, the
percentage of the GDP allocated to health care in developed countries has increased from 7.1% in 1980 to 8.4% in 2000.
In 2002, the percentage of GDP allocated to health care in The Bahamas was 6.9%.



The Government of The Bahamas has, historically, been the principal source of financing and provider of health care to
the citizenry of The Bahamas through its network of clinics and its secondary and tertiary care facilities.

The Government of The Bahamas has made it a priority to look into alternative means of funding health care and of also
providing equity in access to health care for all its citizens.

In The Bahamas, social protection (the safety net) is provided through the National Insurance Board, in the form
of many benefits e.g. medical care and compensation in case of industrial injury, income replacement for maternity,
retirement, disability, and death. The addition of health care to this portfolio of protection is considered essential to the
future well being of our country. It is a natural progression. The extension of social protection to health is a feature of
almost all first world countries.

The Commission is honoured to present this document to the Prime Minster and Cabinet of The Bahamas for their
consideration and final deliberation.

Sincerely,

/5

-

M. Perry Gomez, M.B.B.S., EA.C.P.
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Executive Summary

In July 2002, the Prime Minister, the Honourable Perry G. Christie, appointed a Blue
Ribbon Commission on National Health Insurance (BRC) under the Chairmanship of
Dr. Perry Gomez, Head of Department of Medicine, Princess Margarer Hospital.

The BRC was authorized to examine all relevant materials and information and develop,

with proposals for funding, a basic health care package for The Bahamas.

Having completed its work, the BRC has produced an extensive Report covering 125
pages inclusive of tables and figures, for the information of, and consideration by, the

Honourable Prime Minister.

The Report presents, as Chapter 1, eight Recommendations for a National Health
Insurance system. Summarized, the BRC recommends that National Health Insurance
be: universal; legislated; administered by the National Insurance Board; comprehensive
in its benefits; affordable; inclusive of public and private providers; funded by capitation

payments; financially self-sustainable.

Chapter 2 sets out the methodology utilized by the BRC to accomplish its goals; Chapter
3 reviews its activities and findings; and Chapter 4 discusses those findings to confirm
the process by which its conclusions were determined and its recommendations were
Jormulated. The final Chapter sets out the prerequisites for implementing and managing
the proposed National Health Insurance system. In particular, attention is directed o the

remediation, upgrade and strengthening projects falling to the national health system.

The Report concludes with:
* a list of acronyms and abbreviations
* a glossary of terms
o a list of documents reviewed, and

® annexes.
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Summary of Report
Background

The Government of The Bahamas has, historically, been both the principal financer and provider of health care in The
Bahamas through the Ministry of Health (MoH) and its network of clinics, secondary and tertiary care facilities. The
cost of health care in most countries, including The Bahamas, has risen dramatically as a result of changing demographics
with an ageing population, rising costs of pharmaceuticals, advances in specialist care, and increased access to newer
technologies. Indeed, the percentage of the GDP allocated to health care in developed countries has escalated from 7.1%
in 1980 to 8.4% in 2000. The Government of The Bahamas has made it a priority to look into alternative means of
financing health care while ensuring equity in access to health care for all residents.

A Blue Ribbon Commission (BRC) was established to look into the feasibility of a National Health Insurance (NHI)
system. The 15 member BRC appointed in August 2002, has built on the work of the first working party on health

insurance which was commissioned in 1984.

This Report was prepared after consultation with stakeholders” and the general public. Local and international technical
experts assisted with planning, data collection and analyses.

The BRC reviewed the capacity of the health care system to respond to population health needs; identified how the
implementation of a NHI system would affect that capacity; and determined the framework for NHI which would lead
to the greatest improvements in the health care system. The BRC is of the view that a NHI system is viable within the
current resources available in the system.

The BRC used existing information, new data collected through surveys, interviews and studies, and an exhaustive
review of NHI systems and other financing mechanisms in other parts of the world to make recommendations for
the implementation of a NHI system in The Bahamas. Finally, the BRC summarized the areas which needed to be
strengthened to support a NHI system and listed the steps to be taken to complete this process.

The BRC is honoured to present this document to the Prime Minster and Cabinet of The Bahamas for their consideration
and final deliberation.

Recommendations for a National Health Insurance System

After an extensive analysis and evaluation of the current health care system, the BRC recommends the introduction of
compulsory social health insurance as the principal method of health care financing for The Bahamas. This social health
insurance is envisaged as a not-for-profit national health insurance system.

Having completed an in-depth review of the principles, best practices and options for social health insurance, the BRC
presents 8 specific recommendations for Cabinet’s consideration. The BRC’s recommendations set out below are guided
by 10 principles of best practice in social health insurance which are listed on page 1 of this Report.

Recommendation #1: NHI should be Universal

In order to achieve universal coverage, all population groups should be identified. The institution administering the NHI
system will decide which individuals or households in each group are able to pay contributions, and which will need
assistance from the Government.

2 Medical Association of The Bahamas; Hospital Doctors Association; Bahamas Dental Association; Nurse Union; Nurses Association;
private health insurance industry representatives; Bahamas Chamber of Commerce; Abaco Chamber of Commerce; Bahamas Employers
Confederation; various union representatives; The Elks Lodge; Bahamas Small Business Association.



Recommendation #2: NHI Legislation should be Enacted

To ensure universal coverage, the Government would have to enact NHI legislation stipulating that health insurance is
compulsory for all residents. Given the relatively small size of the population, it is recommended that a fixed date for the
implementation of the NHI system be established.

Recommendation #3: NHI should be Administered by the National Insurance Board

Given the existing physical infrastructure of the National Insurance Board (NIB), with offices throughout the Family
Islands ,and its current package of social security benefits, it is the rational choice to administer the NHI system. The NHI
system should have the capacity to manage the process of registering large numbers of people, collecting contributions,
managing funds and making payments to health care providers (HCPs). There will be an expanded role for the NIB.

Recommendation #4: NHI should Offer a Comprehensive Benefits Package

It is generally accepted that societies are negatively impacted when health care benefits are restricted. With only curative
care, there is a potential loss of savings through prevention and rehabilitation; when ambulatory care alone is provided,
inadequate resources are available for the treatment of major problems; when services are limited to hospital care, waste
and misuse of resources as well as inappropriate and unnecessary use of hospital services occur. Consequently, the BRC
recommends a comprehensive health care benefits package.

Under the NHI system, residents would have access to the public and private health care systems in The Bahamas, obtain
referrals abroad as allowed by the regulations and guidelines which would govern these matters, and have the option of
purchasing services which exceed or are not covered by the NHI system.

Recommendation #5: Contributions should be Set at a Rate which is Affordable for the Majority of the Population

The level of contributions to the NHI system should be set so as to be affordable by the majority of residents in The
Bahamas. Once established, changes in contribution rates should only be made by Parliament. The level of contribution
should be based on acturial studies.

Recommendation #6: Public and Private Providers should be Offered the Opportunity to Join the NHI System

Health insurance benefits would be provided in both public and private facilities. HCPs who wished to participate
would enter into a contract with the NHI system. Accreditation criteria which would apply to all HCPs would have to

be established.

Recommendation #7: All Provider Payment Mechanisms should be Considered for Use, with Capitation Being the Preferred
Option

There are 5 principal options for paying HCPs: fee-for-service; case payment; capitation; salaries; and a combination of
these methods. Although the BRC prefers the capitation option with specified carve-outs, other payments mechanisms
would be used as appropriate.

Recommendation # 8: A Percentage of Revenues should be Set Aside for Purposes that Ensure the Stability and Sustainability
of the NHI System

In addition to the NHI system being able to pay HCPs for services, money would have to be available to pay for other
health care expenditures which would have to be met, such as, upon the recommendation of an approved authority,
emergency care for an insured person by a non-contracted HCP.



In order to ensure sustainability, a reserve fund should be established into which a percentage of contributions to the
NHI system would be placed.

The NHI system would determine the criteria for allocation of contribution revenues.

Previous Initiatives to Establish National Health Insurance in The Bahamas

In the 1982 Speech from the Throne, the Government first enunciated its intention to begin a health care financing
reform process. Since then, there have been two major initiatives:

e The 1984 Working Party which examined the feasibility of a NHI system and provided the Government with 2

options for its implementation.

e The 2001 Catastrophic Health Insurance Feasibility Study which provided the Government with 3 options for the
implementation of catastrophic health insurance.

In 1987, the Working Party recommended the establishment of a NHI plan and, in 1990, the Government engaged a
team of consultants to advise on the organization, administration, and financial estimates for that plan. The consultants
recommended that the proposed NHI plan be amalgamated with the National Insurance Plan (which had been
established in 1974) under one Board and share the same administrative structure, but maintain separate functions
unique to each programme. They also outlined the changes and improvements to the health care system which would
have to be undertaken before a NHI system could be successfully introduced. The conclusions reached by the BRC are
similar to those reached by the consultants in 1990.

Studies to Support the Formulation of Recommendations

Demography

The population has tripled in the past 50 years to over 303,000 in 2000. The group comprised of persons over 65 years
old is currently less than 6% of the population; it is projected than in 50 years it is will comprise approximately 20%
of the population. The Bahamas is transitioning from a relatively young population to a more mature population. The
impact of this demographic change is significant because this group is responsible for a disproportionate share of health
care expenditure, is exempt from user fees in the public sector, and is often excluded from private health insurance plans
or finds their cost prohibitive.

The population is widely and unevenly dispersed, with approximately one third of the population residing in the Family
Islands.

The Bahamas has a high level of legal and illegal immigration. For public health reasons, this population must have access
to the public health care system, even if; in some cases, the Government must subsidize its use of the system. All residents
should be required to pay for services according to their means.

These demographic changes impact the epidemiological profile of the country, influence the demand for health services

and challenge the health system’s ability to meet the health needs of a growing and ageing population.

The Health Status of Bahamians

Despite important gains in the health status of the population in the last 20 years, The Bahamas’ complex epidemiological
profile continues to be a challenge for the health system.
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While significant progress has been made in the prevention and control of many communicable diseases (e.g.,
malaria, polio, rubella, etc.), emerging and re-emerging diseases such as SARS, West-Nile Virus, tuberculosis, and
dengue continue to threaten the population of The Bahamas. The incidence of non-communicable diseases (e.g.,
hypertension and diabetes) is also increasing, and other conditions associated with lifestyle and the social environment
(e.g., violence, including family violence and child abuse, teenage pregnancy, drug and alcohol abuse and injuries) are
major contributors affecting health and the quality of life. Differences in disease patterns can be observed across various
population groups.

An analysis of morbidity and mortality patterns through clinic visits, hospital discharges, death certificates and other
sources of data indicates that a a significant number of diseases, complications and deaths could be prevented through
public health interventions. There is a need to strengthen primary care and preventive services in order to improve the
health status of the population and contain the cost of hospital services.

The implementation of a NHI system will cause existing services to be strengthened and resources to be allocated where
they are needed, thus reducing the disparities in access to health care. The expansion of prevention programmes and
equal access to primary, secondary and tertiary care will result in improved overall health status.

Improvement in health status through prevention and primary care is essential to contain the costs of hospital services
and promote the sustainability of any given financing mechanism. On the other hand, the high number of premature
deaths due to HIV/AIDS and external causes such as homicides and land transport accidents will present a challenge for
the sustainability of the NHI system since contributions from this group will no longer be available to the system.

The Health Care System in The Bahamas

The Bahamas health care system is composed of both a public and a private sector.

The health care system can be described as a hybrid of the British and the American systems. It features the traditional
United Kingdom risk sharing concept of health care but includes the individualized risk approach of the United States.
It contains aspects of a managed public health care system and of a pluralistic private health care system. A balance
needs to be found between these two. Another inconsistency which requires resolution is The Bahamas’ “developed
world” expectations and its “developing world” economic realities. The Bahamas’ centralized public health bureaucracy
is incompatible with its goal of achieving an effectively managed, and more devolved health system.?

The MoH provides overall leadership and regulation for the entire health system and is responsible for the public
health functions. Its institutions, (Public Hospitals Authority (PHA), the Department of Public Health (DPH), and
the Department of Environmental Health (DEH), are responsible for the provision and protection of population and
individual care. The private sector provides individual care.

The public health sector has a network of 3 hospitals and 103 primary care clinics.

The hospitals are staffed and equipped for the provision of emergency and primary health care services, secondary
services and a range of tertiary services (including intensive care, radio-diagnostic technology, and dialysis). Private
facilities within the public sector include a surgical ward and a medical ward at Princess Margaret Hospital (PMH). The
PHA purchases some services which are not available in its institutions from local and foreign private HCDPs.

The clinics are equipped and staffed for the provision of basic diagnostic, preventive, and curative services. Referrals

3 PAHO/WHO Mission Report to The Bahamas, June 2000.
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are made to PMH, Rand Memorial Hospital (RAND) or Sandilands rehabilitation Hospital (SRC) for secondary and
tertiary services, and sometimes for primary services as well. In New Providence, where 65% of the population lives,
the clinics are strategically located in densely populated areas and referrals are made to PMH and SRC. There are main
clinics and satellite clinics in the Family Islands. The staff from the main clinics provides mobile services at the satellite
clinics. Referrals are made from the clinics to PMH or SRC as needed.

Grand Bahama is the only Family Island with its own public health services network (a hospital and clinics). Referrals
are made to PMH for tertiary services.

The private health sector is also equipped and staffed to provide primary, secondary and tertiary care. Doctors Hospital
is the main provider of private in-patient services. A variety of solo practices provide ambulatory, general and specialized
services in New Providence and the more populated Family Islands.

The public-private partnerships which currently exist should be reviewed and improved. In some areas it will be cost
effective for the public institutions to purchase some services from the private sector; conversely, the private sector may
find it cost effective to purchase some services from the public sector. The establishment of a NHI system will foster
strengthening of services in both public and private sectors.

The health care system has, for the most part, enough physical (hospital beds, clinics, etc.), human (doctors, nurses,
allied health workers), and technological (diagnostic and therapeutic) resources to provide comprehensive care for the
population within the framework of the NHI system. However, efficiency can be increased, the allocation of resources
improved and services expanded.

The Health Care System: Gaps and Barriers to Care (See footnote p.26)
The main issues which limit equitable access to health care in The Bahamas are:

1. For technical and economic reasons, secondary and tertiary care services are only available in New Providence and
in Grand Bahama. This creates a disparity in access to care as Family Island residents have to bear the cost of their
transportation and lodging when they need to travel to New Providence or Grand Bahama for care. In an attempt to
minimize these disparities, social assistance is available to those who cannot afford these costs. The amount available
for this purpose is contingent on the size of the approved budget.

2. People who do not have the ability to pay and who lack private health insurance with appropriate coverage cannot
access secondary or tertiary care services if they are not available in the public health care system. While the
Government does purchase services from private providers, both locally and abroad, for public patients, funds for this
purpose are limited. The result is that patients and their families often seek to raise funds for these services.

3. As the immigrant population grows, cultural and language barriers increase and will therefore have to be addressed.

4. Although there is universal access to primary care, shortages and deficiencies in diagnostic and therapeutic services,
particularly pharmaceuticals, creates inequities in health care. In many instances, these services can only be acquired
by individuals with the financial ability to purchase them from the private health care sector.

The introduction of a NHI system would assist in addressing some of the gaps in the health care system. This would
improve efficiency and foster equity.
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Socioeconomic Environment

The main problem The Bahamas faces is that its primarily consumption based tax structure, dependent on customs
duties, will soon not be able to meet the health care needs of its population. The population has already surpassed the
Government’s ability to raise sufficient revenue for recurrent and capital expenditure from current sources of revenue.
Decisions the Government must make about the tax structure of The Bahamas are being shaped by international
organizations such as the World Trade Organization (WTO) and the Free Trade Area of the Americas (FTAA) which
insist on removing all barriers to free trade. If the Government is no longer able to collect customs duties, the amount
of revenue it collects will be dramatically reduced. Alternative ways of collecting revenue will have to be introduced to
offset this.

Due to the relative prosperity of Bahamians, the lack of any direct form of taxation, and the fact that a significant
portion of the population already pays some form of private health insurance, there appears to be an existing capacity
for the introduction of a NHI system that would be funded by residents of The Bahamas, employers, and the
Government. Notwithstanding this, economic disparities do exist and a percentage of the population (the indigent
and the unemployed) would need to be subsidized by the Government. For the most part, this population now receives
Government assistance.

Another socio-economic challenge to the implementation of a NHI system is the high level of consumer debt in The
Bahamas - the consumer debt burden is 29% of GDP - which results in substantially reduced take home pay. This will
make it difficult for some workers to meet their NHI contribution requirements. The high level of consumer debt burden
indicates that Bahamians have an increased chance of incurring financial distress if faced with high medical expenses.
The introduction of a NHI system should significantly reduce the high and unpredictable out-of-pocket expenditure on
health care as well as the high premiums for private health insurance.

Health Care Financing and Funding

In 2001, $343 million was spent on health care. That care was mainly financed through public financing, private health
insurance and user fees. Social health insurance currently exists only through the industrial injury component of the NIB
and The Bahamas only receives minimal financing for health care from external sources. Over the last 20 years, there
has been a substantial growth in the amount of health care financed through private health insurance, and a modest
increase in the amount of health care being financed through the Government. With the majority of the increase in
health care financing going into the private sector, the Government faces the challenge of maintaining the quality of the
public health care services, particularly in the Family Islands where private care is oftentimes limited and sometimes not
available.

Public Financing

Public financing by the Government is the principal mechanism by which health care is financed in The Bahamas. All
Government revenues are pooled into the Consolidated Fund, and then allocated to the various Government ministries
and agencies. Total Government expenditure for fiscal year 2001/2002 was $1.2 billion, $167 million of which was spent
on health care related activities.

User Fees

The Living Conditions Survey 2001 (LCS) calculated that out-of-pocket expenditures in 2001 for health care was
$70 million, an average of $232 per person. It also showed that persons in the lowest total expenditure quintile spent
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proportionately the same amount on health care as those in the highest quintile. However, these estimates do not
demonstrate the significant problems faced by lower income households which may have private health insurance but
whose coverage is not sufficient to meet their health care needs.

User fees are charged in both the private and public sectors. In the private sector, user fees are an effective revenue
collection mechanism, as providers are able to cover their costs and generate profits from them.

In the public sector, user fees have been seen as a partial source of funding for public health care. Although public
hospitals set and charge fees for services, the fees charged do not generate significant revenue, the billing system is
inadequate and the compliance rate for paying fees is low. In addition, a large proportion of the population is exempt
from paying fees (civil servants, indigent persons, children under 14 years, persons over 65 years and expectant mothers).
The Government policy of universal access to health care regardless of ability to pay makes enforcing the payment of
user fees difficult.

Private Health Insurance

There are presently 6 private insurance companies in The Bahamas and 3 insurance programmes operated by unions.
According to the LCS, Bahamians purchased $102 million in premiums in 2001. The average annual premium is
$1,212. According to the LCS, 51% of all residents have some form of private health insurance. However, that rate varies
greatly by age and level of income. Only 20% of individuals in the lowest income levels have private health insurance
while 76% of those in the top income class have private health insurance. Similarly, children under the age of 4 and the
elderly (those over age 65) are significantly less likely to have private health insurance.

Cost of Health Services Provision

The total projected recurrent costs for the public health facilities for 2003 was $121,500,000 which is a total cost per
capita of $400. The cost of services in the public health sector is higher than it should be and is related to inefficiencies
in the health care institutions. For a NHI system to be sustainable, a management strengthening process is necessary to
foster efficiency and cost containment in the public sector institutions.

There is no information available on the cost of private health care services except for some estimates for in-patient
services for the private medical and surgical wards and the private operating theatre at PMH. Information obtained
shows that the cost per patient day in the private section of PMH is close to, or higher than, the average cost per day in
the public section. The level of user fees in the private sector suggests that the cost of services is high.

The inefficiencies in the provision of health services must be corrected and ways of lowering costs in the public and
private sectors identified as the feasibility of the NHI system depends largely on the affordability of services and how
costs can be controlled.

Existing Social Security Schemes

The National Insurance Act was passed in 1972 and the NIB became fully operational on October 7, 1974. The NIB
offers a range of benefits and assistance through its several programmes. All sectors in the country — the Government,
public corporations, the private sector and self-employed persons — are covered by national insurance. The NIB covers
approximately 120,000 salaried workers in the private and public sectors and 3,500 self-employed workers (of 23,000
self-employed and informal sector workers). The 2000 census estimated the current labour force at 150,000.
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The existing social security infrastructure can facilitate the implementation of the NHI system through the expansion of
the NIB. It is anticipated that the NHI system will attract greater compliance from the informal sector as its benefits are
principally short-term benefits and will likely be used, as compared to the long-term pension benefits offered by the NIB.

Consideration of Alternative Health Care Financing Methods

The BRC examined the various health care financing methods in The Bahamas and concluded that the introduction of a
NHI system would increase health financing and thus ensure equitable access to quality health care for all residents. The
other alternatives considered to financing health care were not deemed to be viable. They are:

* Increase in public financing: Given the present economic environment and trends in health care expenditure, it is
unlikely that there will be a substantial increase in government financing for the health sector.

* Increase user fees: If the Government eliminated exempt groups and required all persons to pay for health care
services, the public institutions would still require substantial subsidies. For user fees to be an adequate source of
funding in the public health system, in addition to eliminating exempt groups, the actual fees would have to be raised.
This would compromise the current level of equity in health financing and the population’s access to health care
would diminish.

* Promotion of the growth of private health insurance: Although there has been significant growth of private health
insurance in The Bahamas in the last two decades, it is clear that this mechanism is reaching its maximum potential.
Not only do issues of equity arise (e.g., many people cannot afford the premiums, people with chronic diseases cannot
afford the premiums or are excluded from consideration) but issues of sustainability do as well (e.g., there is no
guarantee that companies will remain in business in difficult financial times).

Development of National Health Insurance in The Bahamas

The development of a NHI system augurs well for The Bahamas. However, it will be challenging to implement
such a system and it will require important changes in the public and private health sector. While a NHI system will
immediately improve the financing of health care, in and of itself it will not solve the problem of quality of, and access
to, health care. Moreover, since the public will be directly contributing to the system, immediate steps must be taken to
improve primary care so that the public can have confidence in and trust the system.

If this Report is approved, the process for the development of the NHI system should begin immediately and it should
be accompanied by a coordinated health sector strengthening process.

Prerequisites for the Development of a National Health Insurance System

There are 3 phases in this process:
* Planning phase
* Pre-implementation phase

* Launching and implementation phase.
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Planning Phase

* Before any major investments are made in connection with a NHI system, it is critical that the commitment of the
major stakeholders be validated.

The BRC has already ascertained through the various fora it has held, that there is general support for the introduction
of a NHI system with affordable rates. Public validation should be ongoing and will be particularly important when
specific information is available on contribution rates.

* A comprehensive project proposal (the NHI Project) which clearly identifies strategies, interventions, activities, tasks

and budget should be developed and approved.

* A project management team, with the necessary technical and managerial expertise, should be established and the
necessary financial resources allocated to guarantee effective project implementation.

Pre-Implementation Phase
This phase includes activities to be undertaken by the NHI Project prior to the launching of the NHI system.

The institution which will have direct responsibility for the NHI project implementation should be identified. If the
NIB is to administer the NHI system, it should be responsible for project implementation, with the BRC and the MoH
providing the necessary support.

Critical tasks within the project are detailed in Chapter 4 of this Report. They include:

¢ Tasks to ensure financial stability and control

e Tasks to finalize health insurance system components

e Tasks to ensure administrative control and quality assurance

* Tasks to develop public support

* Tasks towards launching the health insurance system.

Launching of the National Health Insurance and Implementation

The NHI system should be launched once the necessary legislative, regulatory, and organizational frameworks are

established.

Improvement in the Management of NIB

The NIB recently completed a number of studies on its operational efficiency and effectiveness. These studies show
that the NIB is overstaffed by approximately 25% and that it needs to significantly improve its management processes.
These recommended improvements should occur concurrently with the pre-implementation tasks associated with the
NHI system outlined in 4.1 Prerequisites for National Health Insurance and with the tasks outlined in the Health System
Strengthening Project (HSSP) described in 4.3 Health System Strengthening Project which are to be implemented by the
MoH and its institutions.

It should be noted that the management of the NIB is in the process of completing a 3 year strategic plan.
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Health System Strengthening Project

This Report has highlighted areas in the public health care system which require strengthening prior to the introduction
of a NHI system. Because the interventions for institutional improvement are the responsibility of the health system and
are not part of the NHI Project, the MoH and its institutions must urgently develop and implement a separate project
(HSSP) designed to strengthen the public health care system.

The critical areas to be addressed by the HSSP include:

Improvement in the Essential Public Health Functions of the Ministry of Health

The MoH must strengthen its capacity for sector wide leadership as well as its regulatory role. This can be accomplished
by decentralizing the management of the direct provision of health care and strengthening its essential public health
functions. The MoH also requires reorganization at the operational level. It is vital that the Planning Unit be strengthened
and that the CMO’s office be appropriately staffed and adequately financed.

Improvement in Regulation and Accreditation of health facilities and providers

The public health care institutions must implement operational systems and mechanisms for accreditation. Resources
will have to be made available for this purpose. The existence of an accreditation system is a prerequisite to assigning
providers.

Improvement in the Management of Public Health Facilities

Public Hospitals Authority and its Institutions

The PHA must ensure that the issues which compromise the efficient delivery of hospital care and support services are
addressed prior to the implementation of the NHI system. It is reccommended that the structure, function and necessity

of the PHA be examined and particular attention should be paid to the management and financing of shared services.
The Bahamas National Drug Agency should be transferred to the MoH.

Department of Public Health

To ensure the efficient management of the community clinics, services should be reoriented to provide preventative care
as well as primary health care.
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Chapter 1: Recommendations for a National Health Insurance System

After an extensive analysis and evaluation of the current health care system, the Blue Ribbon Commission (BRC) is
pleased to recommend the introduction of compulsory social health insurance as the principal method of health care
financing for The Bahamas. This social health insurance is envisaged as a not-for-profit national health insurance (NHI)
system.

Having completed an in-depth review of the principles, best practices and options in social health insurance, the BRC
presents for Cabinet’s consideration the 8 specific recommendations outlined in this chapter.

The BRC’s recommendations are guided by the following principles taken from best practices in social health

insurance:

Principle 1: The goal of a social health insurance system should be to reach universal coverage through
compulsory health insurance, based on appropriate legislation and regulations.

Principle 2:  All dependents in a household should be covered by a single contribution that may be deducted

from the salary of one or more income earners in the household.

Principle 3: The family contribution should be affordable for the majority of the population, with a sliding
scale for contributions based on income level.

Principle 4: Social assistance from the Government should cover the contributions of households or families
which cannot afford the contributions.

Principle 5: The health care benefits should include primary health, ambulatory and in-patient care, and
prescribed drugs with an emphasis on primary care.

Principle 6: In order to administer a not-for-profit prepayment scheme, strong financial controls must be in
place, and its accounting should be kept separate from other social security programmes.

Principle 7: Health care benefits, including community and hospital-based care, should be provided pursuant
to contracts with accredited health care providers (HCPs).

Principle 8: Benefits and payment mechanisms should be the same for public and private HCPs, and a
capitation provider payment mechanism should be applied to the extent possible.

Principle 9: The contribution levels, financial structure and administration of the system, should be designed
to ensure its sustainability.

Principle 10: ~ Quality assurance measures should be created to ensure specified standards of care are met.

Recommendation #1: NHI should be Universal

The goal of the Government is to provide NHI for all residents of The Bahamas. This will be termed universal coverage.
It will give all residents equal access to comprehensive health care.

In order to achieve universal coverage, all population groups must be identified. The institution administering the NHI
system will decide which individuals or households in each group are able to pay contributions, and which will need
social assistance from the Government. Such decisions initially will have to be made during the pre-implementation
phase, and periodically thereafter.



1.2.1 Population Groups to be Covered by the NHI System

Salaried Public Sector: Active and retired
Examples of these beneficiaries:
e Civil servants

Salaried Private Sector: Active and retired
Examples of these beneficiaries:
* Workers in quasi-governmental enterprises (BATELCO, BEC, Water and Sewage, NIB, CoB, etc.)
* Workers in private manufacturing enterprises
* Workers in international companies
* Workers in private banks
* Workers in private service enterprises
* Illegal immigrants
* Workers in non-government institutions
* Workers in international, charitable, religious institutions

Self-employed, Informal Sector: Active and retired
Examples of these beneficiaries:

* Fishermen

* Agriculture workers

* Straw vendors, Craftsmen

* Service providers

* Owners of family enterprises

o Taxi drivers

* Artists

Non-economically Active Sector:

Examples of these beneficiaries:
* Widows, orphans, and wards of the state
* Elderly persons without regular income or pensions
¢ Severely handicapped persons.

1.2.2 Individuals or Groups that may Require Social Assistance
* Individuals with very low income
* Disabled persons above 16 years receiving a disability grant
* Unemployed persons (up to retirement age)
* Wards of the state (orphans and institutionalized persons)

1.2.3 Family Coverage

Every family which includes the head of the household and his/her dependants should be covered by the NIH system.
The term “dependents” must be clearly defined and all issues regarding dependents considered and articulated.



Dependants will include, among others:
* Spouses
* Children up to age 18 who are not in school or up to age 25 if they are enrolled in institutions of higher
education
* Dependent parents and dependent adult siblings who reside in the same household

* Other legal dependants.

Some of the issues to be considered and resolved relate to whether or not an employed head of household and his
employed spouse would both contribute to the NHI system; duplication of coverage of dependants; and coverage of
dependants temporarily residing abroad.

1.2.4 Non-Nationals

Legal non-national residents: Legal non-national residents should participate in the NHI system in the same terms and
under the same conditions as Bahamian citizens.

Transient Population: The NHI system will not cover the transient population. People in this group will have to pay
a non-subsidized user fee for services from HCPs. No one will be denied emergency medical care by the public health
system because of an inability to pay.

Illegal immigrants: Illegal immigration is a major problem in The Bahamas. The lack of health coverage for illegal
immigrants can result in serious public health implications for the country. Under the NHI system, illegal immigrants
will be covered for essential services which will be determined in the pre-implementation phase. As with the transient
population, a non-subsidized user fee will be charged but emergency medical care and treatment for communicable
diseases will not be denied because of inability to pay. The mechanisms for identifying this group, determining the level
of government contribution for this group, and deciding how it will access health care should be defined during the pre-
implementation phase.

» Discussion Points Raised by this Recommendation

* The Government will need to allocate money to assist individuals who are unable to pay some or all of their
contribution to the NHI system.

* DPersons over age 65 should be required to contribute according to their ability to pay.

* All residents should be required to contribute to the NHI system. This will increase the revenue pool and encourage
persons in this group to seek medical attention. It was noted that of the 43,189 out-patients seen at the Princess
Margaret Hospital (PMH) General Practice Clinic in 2002, 3,607 were Haitians (8.4%)*.

* Any individual who requires non-emergency health care services but is not participating in the NHI system,
whether a Bahamian, a tourist, or an illegal immigrant, will be required to pay a non-subsidized user fee.

Recommendation #2: NHI legislation should be enacted

To ensure universal coverage, the Government will have to enact NHI legislation stipulating that health insurance is
compulsory for all residents. The law will also stipulate who must contribute; the Governments obligation to make
contributions for individuals and households that cannot pay some or all their contributions; the benefits to be derived

4 PMH General Practice Clinic visit data, 2003.



from the NHI system and conditions for entitlement to these benefits; what constitutes a minimum benefits package;
contributions to be made by, and the guidelines under which private commercial insurance companies will operate.
These companies will need to be regulated and registered.

Given the relatively small size of the population, it is recommended that a fixed date for the implementation of the NHI
system be established.

» Discussion Point Raised by this Recommendation
* The existing National Insurance Act may be amended to include NHI instead of passing separate NHI
legislation.

Recommendation #3: NHI should be Administered by the National Insurance Board

Given the existing physical infrastructure of the National Insurance Board (NIB), with offices throughout the Family
Islands, and its current package of social security benefits, it is the rational choice to administer the NHI system. The NHI
system must have the capacity to manage the process of registering large numbers of people, collecting contributions,
managing funds and making payments to HCPs.

Using the NIB’s existing infrastructure would result in savings in administrative costs and would reduce the time required
to develop a separate NHI system. NIB would then offer:
* Protection for all major life contingencies (long and short-term benefits: old-age pension, invalidity, maternity,
health and death benefits)
e Short-term benefits (health care)
* Administrative efficiency (registration of insured persons, collection of contributions, payments to providers)
* The potential to share contribution burden between employers and workers
* Broadest possible pooling of risks and funds across the populations (workers in the public and private sectors,
salaried and non-salaried sectors, active and retired sectors, economically active and non-economically active
populations).

In order for the NIB to administer the NHI system, the following critical areas would have to be addressed during the
pre-implementation phase:
* A NHI unit would be established in the NIB at the national and local levels.
* The contribution rate would be established and the NHI system’s accounts separately maintained from the NIB
accounts.
* A separate health care board comprised of various stakeholders would be appointed.
* An appeals board comprised of various stakeholders would be appointed.
* Systems which ensure accountability would be established in those Government ministries which deal with health
matters and social security.

» Discussion Point Raised by this Recommendation
e The NIB is currently operating with approximately 17% administrative overheads. A NHI system will not be
feasible with that high an administrative burden. The cost of administering the NHI system should be less than10%
of the income to the system. The 1984 Working Party’s analyses of the NHI system suggested that administrative
costs should not exceed 9% in the private sector and 5% in the public sector. For comparison, Canada and France’s
administrative costs to run their NHI systems are less than 1% of their intake.



Recommendation #4: NHI should Offer a Comprehensive Benefits Package

It is generally accepted that societies are negatively impacted when health care benefits are restricted. With only curative
care, there is a potential loss of savings through prevention and rehabilitation; when ambulatory care alone is provided,
inadequate resources are available for the treatment of major problems; when services are limited to hospital care, there
is inappropriate and unnecessary use of hospital services. Consequently, the BRC recommends a comprehensive health
care benefits package.

Under the NHI system, residents will have access to the public and private health care systems in The Bahamas, obtain
referrals abroad as allowed by the regulations and guidelines which will govern these matters, and have the option of
purchasing services which exceed or are not covered by the NHI system. A comprehensive institutional development
plan for the existing health care institutions must be developed to ensure that a range of quality health care services are
available in The Bahamas for the insured population.

The BRC recommends that the NHI benefits include the following:
Medical Care:

* Consultations, examinations, procedures

* Comprehensive care: Preventive, diagnostic, rehabilitative, therapeutic, curative
* Primary, secondary, tertiary care

e (Care at the local, district and national levels

* Referrals abroad according to specific criteria

* Ambulatory

* In-patient hospital care

¢ Acute care

* Long-term care

Pharmaceutical Drugs and Supplies:

* Drugs on the essential drug list

* Drugs for chronic diseases - long-term
Blood and blood products
* Medical supplies (e.g., syringes, X-ray film)

Dental Care:
e Preventive
* Fillings and extractions
 Prostheses

Rehabilitation:
e Short and long-term rehabilitation
* Medical, psycho-social and vocational rehabilitation services
* Appliances, prostheses

Vision:
e FExaminations

Transportation:
* Emergency transfers



National Health Insurance Will Not Include the Following:
e Cosmetic care
* Long-term nursing and geriatric care
* Certain organ transplants

Requires Further Analysis:
* Home Health Care.

Mechanisms to limit unnecessary use of services and to contain costs and expenditure will have to be developed. Some
of the ways this will be done under the NHI system are:
* An individual will only be able to see a specialist at no charge when referred by a primary care source
* High technology services will be provided only on referral per defined criteria
* Individuals will only be eligible to obtain medical services abroad with prior approval by the NHI system based on
specific criteria.

Duration of services: Guidelines which specify the standard for acute hospital care and regulate the duration of services

will be established for all HCPs.

» Discussion Points Raised by this Recommendation

* It will be important to ensure that the structure of the NHI system does not encourage over-utilisation of services,
which would negatively affect health status and raise the costs of operating the NHI system.

* Special attention must be paid to contributors from the Family Islands who require non-emergency medical
services in New Providence. They will have to pay for transportation and sometimes for lodging. Further analysis
of this issue is required.

* Home health care services have proven to be cost effective in other countries. Further analysis on whether this
benefit should be included in the NHI system is necessary.

Recommendation #5: Contributions should be Set at a Rate which is Affordable for the Majority of the
Population

The level of contributions to the NHI system should be set so as to be affordable by the majority of residents. Once
established, changes in contribution rates should only be made by Parliament. The level of contribution should be based
on the following criteria:

For the salaried sector:
* DPercentage of salary/earnings/income/pension
* Calculation base
* Ceilings linked to the Cost-of-Living Index or similar index, or multiplier of average wage
* Contributions should be progressive, which may require adjustment of current ceilings in NIB
* Contributions for employees will be divided between the employer and employee
* Employers will not pay any part of the contribution due for an employee’s dependents.

For the non-salaried sector:
* A flat rate that differs by occupational class could be used
* DPer family or with consideration of the number of members of the family/household
* Consideration of subsidization by government of some self-employed, according to specific criteria for specific
occupations.



The BRC recognizes the difficulties related to establishing and collecting contributions from the non-salaried sector and
recommends imposing legal penalties (fines or other measures) against those required by law to contribute to the NHI
system who are in arrears by one month. All persons accessing the health care system who are not current contributors
will be required to pay a non-subsidized user fee.

» Discussion Points Raised by this Recommendation

* The potential effect on the economic productivity of the country of implementing a NHI system should be
analyzed to determine whether Government subsidies to small employers or to self-employed persons will increase
the overall sustainability of the NHI system.

* Many single parents who are entitled to receive child support do not. Without this child support, the income level
of some of these parents would be sufficiently low to make them eligible for Government assistance. Government
subsidies would therefore be higher than they would otherwise be because of the failure of some non-custodial
parents to pay child support. The potential impact of this on the long term sustainability of the NHI system must
be considered.

* Employers should not be required to pay any part of the contribution due for an employee’s dependents. Such
a requirement might cause employers to seek to hire individuals without children rather than individuals with
children.

* A basic principle of national health insurance systems is that all dependents within a household should be covered
by a single contribution in order to avoid lapses in coverage. Given the unique composition of many households
in The Bahamas, it will not be easy to determine how best to do this.

e Data from the NIB show that the national insurance contribution rate of the informal (non-salaried) sector
currently is low (approximately 15%, compared to the salaried sector’s approximately 90%). During the pre-
implementation phase, an educational campaign targeting the informal sector must provide information on the
benefits of NHI and the consequences of not participating in the NHI system (e.g., non-subsidized user fees for
health services, fines, etc.).

* In other countries like The Bahamas where there is no official way to determine the income level of an informal
sector worker, flat contribution rates (rather than a percentage of income) have been used. An estimate of the
lowest average wage for a particular group of workers (e.g., fishermen, non-salaried construction workers, straw-
market vendors, etc.) is taken, and a percentage of that lowest average is then applied to all workers within that
category. The result is that higher earners in a particular group do not pay as much as they should. However, this
methodology enables contributions to be collected without having to rely on individuals to report their income
levels.

Recommendation #6: Public and Private Providers should be Offered the Opportunity to Join the NHI
System

Health insurance benefits will be provided in both public and private facilities. HCPs who wish to participate must enter
into a contract with the NHI system. The contracts will specify the information which HCPs must supply and update,
as necessary, to the NHI system. The information collected will guide the decisions of the NHI system.

Accreditation criteria which will apply to all HCPs must be developed and implemented. The Ministry of Health
(MoH), through the Health Facility’s Council and the Health Profession’s Council, will be responsible for this. The
MoH will supply a list of accredited HCPs to the NHI system and require that this information is continuously updated.
In order to ensure equal access to quality health care, conditions for the provision of services (e.g., quality of care, waiting
time, etc.) will be the same for all HCPs whether private or public.



» Discussion Point Raised by this Recommendation
* In most countries which have a NHI system only public HCPs are allowed to participate. Persons who have
private medical insurance use HCPs in the private sector. The decision to allow both public and private HCPs to
participate in the system is due to the large numbers of people who use private HCPs.

Recommendation #7: All Provider Payment Mechanisms should be Considered for Use, with Capitation
being the Preferred Option

There are 5 principal options for paying HCPs: fee-for-service; case payment; capitation; salaries; and a combination of
those methods. The BRC prefers the capitation option in which HCPs are regularly paid a stipulated amount per insured
person for whom they provide services for a defined period of time, usually one year.

In order to decide on the amount to be paid per medical service, the NHI system will take the following factors into
consideration: the projected utilization of services; the designated population; the location of the HCP; the cost of
the services provided; a reasonable profit margin; and issues related to professional satisfaction. These will be reviewed
periodically.

The amount to be paid will be the same for public and private HCPs and HCPs will receive the stipulated amount on
a prepayment schedule. The frequency of payments and the specific disbursement mechanisms must be defined. The
terms of payment will be specified in the contracts signed between the NHI system and the HCPs. The payment system
may also incorporate carve-outs for certain high-cost patients or services.

There may be certain medical services (e.g., care provided abroad) to which capitation will not apply. These will be
identified and the list will be updated regularly.

Persons who, for whatever reason, do not participate in the NHI system, will be required to pay non-subsidized user fees.
The administrative costs of providing these services will not be borne by the NHI system but will be the provided by the
HCPs. Persons who do not have separate private medical insurance but who wish to obtain medical services not covered
by the NHI system can choose to pay for these services.

In addition to capitation, salaries may be the preferred payment mechanism within certain sectors.

» Discussion Point Raised by this Recommendation
* One anticipated benefit of using capitation as the main payment mechanism is that it will discourage misuse of
health services. A potential difficulty is that it might negatively affect the quality and quantity of care that insured
persons receive. Annex 1 highlights the strengths and weaknesses of various HCP payment mechanisms.



Recommendation #8: A Percentage of Revenue should be set aside for Purposes that Ensure the Stability
and Sustainability of the NHI System

In addition to the NHI system being able to pay HCPs for services, money must be made available to pay for other
health care expenditure which will have to be met, such as:

* Upon the recommendation of an approved authority, the NHI system may authorize emergency care by a non-
contracted HCP
* Off shore referrals.

Money will also have to be set aside to provide incentives to HCPs in the public health care sector to improve quality
care, and to promote client and HCP satisfaction. Some possible incentives are:

* Access to continuing education and training

* Emphasis on preventive services and the encouragement of health promotion

* On-going infrastructure improvement.

In order to ensure sustainability, a reserve fund should be established into which a percentage of contributions to the
NHI system is placed. The BRC recommends that the minimum amount in that fund should be equivalent to 6 months
of contributions.

The NHI system will establish the criteria for the allocation of contribution revenues.

» Discussion Points Raised by this Recommendation

* To help ensure sustainability of the system, sufficient funds must be in the reserve fund to deal with potential
medical crises such as the outbreak of communicable disease (e.g., SARS).

* A robust educational outreach programme is necessary to discourage and reduce certain lifestyle choices or
behaviours which negatively impact health.

* The NHI system must allocate resources to disseminate treatment guidelines for chronic diseases and to educate
the public about these guidelines so as to reduce the high costs of preventable complications.

* For the NHI system to work well, there must be a high level of satisfaction on the part of the contracted HCP.
Consequently, the NHI system must ensure that funds are allocated to meet their professional needs.

* The BRC did not discuss the issue of reinsurance at length. It did note that the consultants to the 1984 Working
Party recommended setting aside 2.5 cents for every dollar of insured benefits for reinsurance.
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Chapter 2: Blue Ribbon Commission Work Methodology

The BRC:

* reviewed existing documents and all data available to analyze the capacity of the health care system to respond to
population health needs;

* evaluated existing national arrangements and linkages with the private sector in addressing population health
needs;

* defined a basic health package for quality care and defined the elements of catastrophic illness;

* evaluated/examined the economic feasibility of different options and combinations for a basic health package and
included elements of catastrophic illness;

* developed a phased timetable for implementation of various options for a basic health care package;

* proposed sources of funding for the sustainability of various options.

The aim of the BRC was to determine whether a NHI system is viable within the context of the current health care
system.

To accomplish these goals, the BRC held bi-weekly meetings and established 4 sub-committees to focus on the areas it
considered most significant, namely:

e Insurance

o Legal

e Finance

e Public Relations.

A Technical Unit was formed within the Secretariat to the BRC. Its primary duties were to review and summarize
the relevant literature; conduct studies to forward the work of the BRC; analyze available data; and prepare and edit
manuscripts.

Numerous consultations were held with the following local and international consultants:
* Experts from The Bahamas private health insurance industry’
* Representatives from the Bermuda Health Insurance System
* Health system and national health insurance consultants from the Pan American Health Organization (PAHO)
* Health economics consultants provided through PAHO
* Cost analysis consultants provided through PAHO.

PAHO and the World Health Organization (WHO) helped the BRC identify the areas which needed to be analyzed in
order to prepare this Report. The BRC chose to focus its research and analysis on the following areas:
* Previous research done in The Bahamas regarding national health insurance;
 The principal demographic characteristics of The Bahamas, and the implications and challenges they pose for
implementing a NHI system;
* The current health status of Bahamians;
* The current health care system in The Bahamas, with particular attention to the problems in the system and their
implications for the implementation and sustainability of a NHI system;
* The socio-economic environment of The Bahamas, with the goal of identifying potential economic barriers to the
implementation of a NHI system;
* The current health care system’s financing and funding mechanisms, and the issues those mechanisms present in
responding effectively to the health care needs of residents;
* The current cost of service provision within the health sector;

5 Representatives from Atlantic Medical Insurance Ltd., Bahama Health, British-American Insurance Co. Ltd., Colina Insurance Co., Family
Guardian Insurance Co. Ltd., Imperial Life Assurance Co., Life of Barbados.
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* The existing social security systems provided through the NIB;

* Existing solidarity mechanisms in health care financing;

* The development of private health insurance in The Bahamas;

* Legislation pertaining to the health care system and social security and its implications for the establishment of a
NHI system;

* The alternatives to implementing a NHI system in The Bahamas.

Examples of the existing sources of data used were the 2000 Census (Department of Statistics), the 2001 LCS
(Department of Statistics), and the 2000 Annual Report of the Chief Medical Officer (CMO). The BRC also designed
several survey tools to obtain data. These included:

* A survey of the private health insurance companies

* A census of PMH and Rand Memorial Hospital (RAND)

* A survey of unions

* A survey of private employers.

An analysis of what it costs the public hospitals and clinics to provide health care was also conducted and a comprehensive
review of NHI systems in other parts of the world, with particular attention to their financing mechanisms, was carried
out.

The BRC interacted with the general public and with specific stakeholder groups to receive input and identify concerns.
Meetings were held with numerous groups of health care professionals, including doctors, dentists and nurses; union
representatives; private health insurance representatives; and various employer groups including the Chamber of
Commerce (Nassau and Abaco), Bahamas Employers’ Confederation (BECon) and the Small Business Association. A
presentation was made to all Family Island Administrators at their annual conference, and public meetings were held
in Grand Bahama, Eleuthera, and Abaco. The BRC held several public meetings aimed specifically at addressing health
policy makers and administrators within the public and private sectors. BRC members were guests on radio talk shows
and two informational pamphlets were widely distributed to elicit greater public discussion regarding a NHI system.

The BRC concluded that there are a number of prerequisites which need to be in place before a NHI system can be
implemented successfully. A summary of the prerequisites identified is contained in 4.1 Prerequisites for the National
Health Insurance. The BRC also identified the steps involved in the development and implementation of a NHI system
in The Bahamas.

Limitations to Methodology

There are numerous examples from around the world, including The Bahamas’ own experience between 1984 and 1991,
which demonstrate that costly economic and actuarial studies are not essential to help a country decide whether it will
develop a NHI system. With this in mind, the BRC decided to defer conducting such studies until they are warranted.
In this report the BRC is presenting a framework for a NHI system for consideration, with the caveat that elements of it
would be subject to change once data from economic and actuarial studies are available.
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Chapter 3: Blue Ribbon Commission Activities and Findings
3.1 Review of Previous Initiatives to Establish a NHI System

The Government’s decision to examine the feasibility of creating a more stable, equitable and affordable health care
system through the implementation of NHI is not a new one. Indeed, over 20 years ago in the 1982 Speech from the
Throne, the Government enunciated its intention to begin a health care financing reform process. Over the next 10 years
several studies were conducted in an attempt to determine the most appropriate NHI system for The Bahamas. These
studies, along with consultancy fees, cost over $1 million. The proposals from those studies were never implemented.
In 2001, the Government again directed its attention to the issue of health care reform and an analysis of the feasibility
of introducing Catastrophic Health Insurance was carried out. In August 2002, the Government appointed the BRC to
advise on the feasibility of establishing a NHI system.

National Health Insurance, 1984 - 2002

1984 Working Party

In 1984, the Government established a working party to examine the feasibility of establishing a NHI Plan. In its 1987
report, the Working Party outlined 2 viable options.

Option 1. A national plan totally administered in the public sector by a Health Insurance Commission which
would report to a Cabinet Minister. The private health insurance industry (commercial and union
plans) would be limited to providing supplementary health insurance coverage for services not included
in the national plan.

Option 2. A hybrid scheme, with some residents being insured under the national plan administered by the
Health Insurance Commission and others obtaining their health insurance coverage from private
carriers which would, at minimum, meet the standards of the national scheme.

The hybrid scheme was the preferred option. The hypothesis was that it would minimize competition between the
publicly administered NHI plan and the private insurance carriers.

In 1990, the Government engaged a team of consultants to advise on the organization, administration and financial
estimates for the plan originally proposed in 1987. The consultants recommended that the proposed NHI plan be
amalgamated with the National Insurance plan (which had been established in October 1974) under one board and
share the same administrative structure, but maintain separate functions unique to each programme. It also outlined the
changes and improvements to the health care system which would have to be undertaken before a NHI system could be
introduced successfully.

Due to a global recession and its impact on The Bahamas, the Government was not in a position to proceed with
implementation of a NHI plan.
2001 Catastrophic Health Insurance Feasibility Study

In 2001, the International Financial and Actuarial Services Consultants of the International Labor Organization (ILO)
presented 3 options for funding a catastrophic health insurance fund for The Bahamas.

Option 1. Introduce a health tax to finance health care not available in the public sector.

Option 2. Require employers to provide health insurance for their staff up to a certain limit. The Government
would provide a fund to finance excess cost.
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Option 3. Introduce a catastrophic fund in phases followed by social reinsurance.

Both the 1984 Working Party and the ILO consultants presented options for employing a third party mechanism to
create a stable and equitably financed health care system.

Since that time, population demographics have changed, new medical technologies are more widely available, and the
cost of prescription drugs has risen dramatically, all of which have affected the cost of health care. The challenge to the
Government is to identify the best financing mechanism to provide appropriate health care which is affordable for the
residents of The Bahamas now and in the future.

3.2 Studies to Support the Formulation of Recommendations

3.2.1 Demography

The population of The Bahamas has more than quadrupled in the last century. At the dawn of the twentieth century the
population stood at fewer than 54,000: in 2000 it was 303,611. Population growth during the first half of the century
was slow and sporadic. In 1953 the population was 85,000. The country experienced a large average annual increase
in the population growth rate between 1953 and 1963 when the population rose to 130,220. Since then, the growth
rate has been slowly declining and currently stands at 1.9% per annum. Population growth is affected by fertility rates,
mortality rates and levels of international migration.

As Table 3.1 shows, over the past 10 years there has been a decline in fertility rates while the changes in crude mortality
rates are not significant. In 2000, the crude death rate, which measures the number of deaths per 1,000 population,
was 5.3, the same as it was 10 years earlier. It is unlikely that, under normal circumstances, the death rate will fall much
lower than its present rate which compares favourably with most developed countries.® An important contributor to
this mortality pattern is the significant decline in the infant mortality rate. Infant mortality describes mortality during
the first year of life and is a major contributor to life expectancy. Infant deaths accounted for 3.3% of all deaths in 2000.
Ten years ago infant deaths accounted for 11.1% of all deaths. This decrease in the infant mortality rate from 24.4 deaths
per 1,000 live births in 1990 to 14.8 in 2000 is an important indicator of progress in the area of health care delivery and
quality of life.

Table 3.1. Crude Birth Rates and Crude Death Rates for Census Years 1990-2000

Census Year Crude Birth Rates Total Fertility Rate” Crude Death Rate Rate of Natural Increase
1990 24.0 2.5 5.3 18.7
1995 22.4 n/a 5.9 16.5
2000 17.4 2.0 5.3 12.1

* 7th Actuarial Review of the National Insurance Fund as of 31 December 2001, Nassau, Bahamas

There has been an increase in life expectancy in The Bahamas over the last 20 years, from 68.3 years in 1980 to 73.7 in
2000. The life expectancy is higher for women (75.3) than for men (72.1) through every age group.

6 The UN Population and Vital Statistics Report, Oct. 2002 gives crude death rates for the U.S. as 8.7, the U.K. as 10.2, Canada as 7.4, Barbados
8.8, Jamaica 6.7 and Trinidad & Tobago as 7.2
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These changes are impacting the demographic profile of The Bahamas. Figure 3.1 shows the Population Pyramids for
1970 and 2000, and the projected pyramid for 2060. The 1970 pyramid shows a predominantly young population.
The 2000 pyramid has begun to assume the shape of a more mature population, with the narrower base reflecting the
changes in the age structure over the period. The projected pyramid for 2060 reflects an increasing life expectancy and
lower fertility rates. In the 2000 census, more than 64% of the population was between the ages of 15 and 64, and the
median age of the population was 27.7 years. The median age in New Providence was 24.8, in Grand Bahama 24.7
and in the Family Islands 30.07. The projected change in demography of the population has significant implications for
a NHI system with regards to both projected expenditures and projected contributions. It is estimated that the group
comprised of persons over 65 years will increase six-fold n the next 60 years. In 2000, this group comprised 5.2% of
the population: in 2060 it will represent 22% of the population. The impact of this is significant because this group is
responsible for a disproportionate share of health care expenditure. If this group does not contribute to a NHI system,
the ratio of contributors to non-contributors will be severely compromised.

Figure 3.1 Population Pyramids for 1970*, 20001, and 20601t
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International migration has contributed to the demographic composition of The Bahamas. According to the 2000
Census, the official number of non-Bahamian citizens living legally and illegally in the country was 38,454 or 13% of
the total population. Of that number, 21,426 were Haitians, 4,467 Americans, 3,919 Jamaicans, 1,771 citizens of the
United Kingdom and 1,404 Canadians. However, unofficial estimates of the Haitian population range from 40,000%to
75,0007,

The population of The Bahamas is dispersed unevenly over more than 26 islands and cays which vary in size and
characteristics. The rates of population growth among the islands differ considerably.

7 The median age is used internationally to describe a population as “young” or “old”. Populations with a median age under 20 years may be
classified as relatively young while those with a median age over 30 years or more as relatively old.

8 Bahamas Immigration Department Estimates, 1994.

9 Country Reports on Human Rights Practices: The Bahamas, 2002 Released by the United States Bureau of Democracy, Human Rights, and
Labor March 31, 2003
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Table 3.2 shows the population distribution by island. In 2000, more than two-thirds of the population (210,832) lived
on New Providence.

Table 3.2. Population by Major Islands and Cays 1990 & 2000

1990 2000
Total % Total %
New Providence 172,196 67.5 210,832 69.5
Grand Bahama 40,898 16.0 46,994 15.5
Abaco 10,003 3.9 13,170 4.3
Acklins 405 0.2 428 0.1
Andros 8,177 3.2 7,686 2.5
Berry Island 628 0.2 709 0.2
Bimini 1,639 0.6 1,717 0.6
Cat Island 1,698 0.7 1,647 0.5
Crooked Island 412 0.2 350 0.1
Eleuthera 7,993 3.1 7,999 2.6
Exuma and Cays 3,556 1.4 3,571 1.2
Harbour Island 1,219 0.5 1,639 0.5
Inagua 985 0.4 969 0.3
Long Island 2,949 1.2 2,992 1.0
Mayaguana 312 0.1 259 0.1
Ragged Island 89 0.0 72 0.0
Rum Cay 53 0.0 80 0.0
San Salvador 465 0.2 970 0.3
Spanish Wells 1,372 0.5 1,527 0.5
Total Bahamas 255,049 100.0% 303,611 100.0%

Households and Families

For census purposes, the household is a more inclusive term than the family, and the number and size of households is
more useful than the number and size of families as a gauge for assessing most social and economic needs. A household
is defined in census terms as a person or group of persons living in a separate dwelling unit. In 2000, there were 87,742
private households with 300,936 persons. The remaining 6,675 persons occupied collective dwellings."

In 2000, although the average household size was 3.4 persons, variations were observed by island (see Table 3.3) and
within islands. Forty-one percent of the population resided in households with only one or 2 people, while 26% resided
in households with 5 or more people. Very large households of more than 10 people numbered only 1,523 or 2% of
all private households. Even though the majority of the households contained only one family unit' (64.5% or 56,600

10 Collective dwellings include hotels, prisons, barracks, senior citizens’ homes, orphanages and other group quarters in which fairly large numbers
of unrelated persons are likely to reside.

11 The 2000 census identified three types of family units. These were parents with children, couples without children, and single parents.
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households), 11.6% of the households contained multiple family units (9% contained 2 families, 2% contained 3 and
less than 1% contained 4 or more). There were 20,900 households occupied by one individual.

As regards the composition of families, there were 21,764 married persons without children (10,882 couples); 131,864
units consisted of a father, a mother and children; and 33,152 persons (mother or father) were raising children by

themselves.
Table 3.3. Population in Private Households and Average Number of Persons in Households by Island, 2000*
Population in Private Households # of Households Average Household Size
New Providence 208,373 59,712 3.49
Grand Bahama 46,906 13,979 3.36
Abaco 13,165 3,936 3.34
Acklins 428 134 3.19
Andros 7,686 2,149 3.58
Berry Island 665 269 2.47
Bimini 1,717 555 3.09
Cat Island 1,647 559 2.95
Crooked Island 350 132 2.65
Eleuthera 7,999 2,409 3.32
Exuma and Cays 3,565 1,133 3.15
Harbour Island 1,639 493 3.32
Inagua 969 302 3.21
Long Island 2,992 963 3.11
Mayaguana 259 96 2.70
Ragged Island 72 26 2.77
Rum Cay 80 30 2.67
San Salvador 970 285 3.40
Spanish Wells 1,527 586 2.61
Total Bahamas 300,936 87,742 3.43
*2000 Census data

Salient Points Impacting Recommendations

The rapid expansion of the population has resulted in The Bahamas outgrowing its tax base. As a result, there is not
sufficient public financing available to meet the health care needs of the population.

* As the size of the group of persons over the age of 65 increases, the number of persons eligible for free health care in
public health care facilities will grow, further straining the budget for health and making the need for another form
of financing in health care more urgent. (Persons 65 years and older are currently eligible for free public health
care.)

* In order to help ensure the sustainability and stability of any NHI system that may be implemented, it is
recommended that persons over 65 years be required to contribute according to their ability to pay.
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* Any decision regarding a NHI system will have to take into account the large number of illegal immigrants in
The Bahamas. Currently, illegal immigrants are able to access the public health care facilities in the same manner
as legal residents, and often receive free services. While for public health reasons it is essential that all immigrants
receive care when necessary, they should be encouraged to contribute to the NHI system. If they fail to register and
pay contributions, they will be charged a non-subsidized user fee for health care services although they will receive
emergency care if they are unable to pay the fee.

* Almost one third of Bahamians live on the Family Islands. This segment of the population is almost entirely
dependent upon public health care facilities and resources for health care. 3.2.5 Health Care Financing and Funding
indicates that over the last 20 years the majority of the increases in health care financing have come from the private
sector. It is important that future health care financing mechanisms are structured to ensure increases in public

funding for health care which will help safeguard the health of Family Islanders.

3.2.2 The Health Status of Bahamians

The Bahamas’ complex epidemiological profile is a challenge for the health system. The co-existence of conditions such
as cardiovascular diseases (hypertension and ischemic heart disease), malignant neoplasms (breast and prostate cancers),
communicable diseases (HIV/AIDS, tuberculosis, sexually transmitted infections and intestinal infections), injury
and violence (road traffic accidents, homicides, child abuse and family violence), drug and alcohol abuse, and teenage
pregnancy requires urgent and innovative interventions.

Specific factors impacting the epidemiological profile include:
* A small and dispersed population
* A large transient population
* 4.4 million tourists in 2002
* An increase in immigrants (legal and illegal)
* Marked differences in morbidity and mortality patterns of men and women in the reproductive age
¢ Economic differences (see 3.2.4 Socioeconomic Environment).

The CMO’s Report (2002) and the PAHO/WHO Health of the Americas Report (Bahamas chapter) indicate that:

Mortality

* The crude death rate in 2000 was 5.3.

* Age-specific death rates (total deaths per 1,000 population in specific age groups) in 2000 ranged from one per
1,000 population in the 5-9 and 10-19 year age groups, to 110 per 1,000 in the 80 years and above age group.
Between 1990 and 2000, the age-specific death rates remained largely the same except for reductions in the death
rates of infants and the 65-79 year age group.

* The leading cause of death in 2000 was HIV/AIDS. Other leading causes, as shown in Figure 3.2, were ischemic
heart disease, hypertensive disease, diabetes mellitus, cerebrovascular disease, land transport accidents, assault,
acute respiratory infections, cirrhosis of the liver, and pulmonary heart disease.

* The infant mortality rate has declined from 18.4 in 1996 to 14.7 in 2000. However, the post-neonatal mortality
rate (PNMR) - deaths in babies older than 27 days and less than one year old per 1,000 live births - increased from
7.9 in 1991 to a peak of 12.9 in 1996. In 2000, the PNMR was 9.2, which is higher than that of a decade earlier.
The causes of post-neonatal deaths are likely related to environmental factors, and therefore can be impacted by
public health interventions. A reduction in the PNMR may result in further decreases in the infant mortality
rate.
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* With increased life expectancy, lowered fertility rates and lifestyle changes, non-communicable diseases have
gained more importance as causes of mortality. Diseases of the circulatory system were among the leading causes
of death over the 1996-2000 period, accounting for 27% of all reported deaths.

Figure 3.2 Distribution of Leading Causes of Deaths in The Bahamas, 2000
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Source: CMO’s Report (2002).

e Between 1996 and 2000, 21% of all deaths was due to communicable diseases and accounted for nearly one
third of the total years of potential life lost (YPLL) during that same period (see Figure 3.3). This is largely due to
younger people dying from AIDS.

e When analyzing mortality, important gender differences can be observed between adolescents (ages 15-19) and
adults (ages 20-59). The mortality rate is higher in the male population, particularly due to communicable diseases
(HIV/AIDS), and external causes (land transport accidents and homicides). In the period 1996-2000, the number
of deaths in males aged 20-59 due to HIV/AIDS was almost twice that of females in the same age group (764
male deaths versus 471 female); the number of deaths due to homicides in males was almost 5 times higher than
in females (172 versus 24); the number of deaths due to land transport accidents in males was almost twice that
of females (290 versus 135); and the number of deaths due to suicides in males was 11 times higher than that in
females (22 versus 2). Between 1996-2000, the number of years of life lost due to premature mortality in males
was 1.6 times greater than in females. While external causes of deaths accounted for 5% of total female deaths and
10% of female YPLL, they accounted for 15% of total male deaths and 27% of total male YPLL. Overall, the total
proportion of deaths and YPLL due to external causes was 11% for males and 21% for females.
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* Between 1996-2000, the leading causes of death for females, after AIDS, were ischemic heart disease, hypertensive
diseases, diabetes mellitus, and cerebrovascular diseases. For males, land transport accidents and assault, including
homicides, replaced hypertensive disease and cerebrovascular diseases among the top 5 causes of deaths (see Table
3.4).

* Out of a total of 112 deaths for males which occurred in the 15-19 year age group during the period 1996-2000,
67 (60%) of them were due to homicides and land transport accidents.

Figure 3.3 Years of Potential Life Lost by Broad Grouping of Disease, 1996 - 2000
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Table 3.4 Ten Leading Causes Of Mortality By Sex, 2000

Males
Rank Condition* # of % of Rate per
Deaths Defined Causest 100,000 Males
1 HIV Disease 152 17.2 102.9
2 Ischemic heart diseases 98 11.1 66.3
3 Land transport accidents 51 5.8 34.5
4 Assault (homicide) 49 5.6 33.2
5 Diabetes mellitus 48 5.4 32.5
6 Cerebrovascular diseases 38 4.3 25.7
7 Hypertensive diseases 37 4.2 25.0
8  Malignant neoplasm of prostate 34 3.9 23.0
9 Cirrhosis and other chronic diseases of liver 29 3.3 19.6
10  Pulmonary heart disease, diseases of pulmonary circulation 25 2.8 16.9
and other forms of heart disease
Total Deaths, Leading Causes 561 63.6 379.7
Total Deaths, Defined Causest 882 100.0 596.9
Total Deaths, All Causes 897 n/a 607.0
Females
Rank Condition* # of % of Rate per
Deaths Defined Causest 100,000 Females
1 HIV Disease (AIDS) 93 12.9 59.2
2 Ischemic heart diseases 83 11.5 52.8
3 Hypertensive diseases 70 9.7 44.6
4 Diabetes mellitus 57 7.9 36.3
5 Cerebrovascular diseases 44 6.1 28.0
6 Remainder of all other diseases 31 4.3 19.7
7 Malignant neoplasm of female breast 28 3.9 17.8
8  Acute respiratory infections 19 2.6 12.1
9  Diseases of the urinary system 16 2.2 10.2
10 Pulmonary heart disease, diseases of pulmonary circulation 16 2.2 10.2
and other forms of heart disease
Total Deaths, Leading Causes 457 63.6 291.0
Total Deaths, Defined Causest 719 100.0 457.8
Total Deaths, All Causes 728 n/a 463.5

Based on PAHO’s 6/67 Mortality Cause Groups (ICD 10)
T Defined Causes represent all causes of death except Signs, Symptoms, and Ill-Defined Conditions (780-799)
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Morbidity

The morbidity analysis, based on public hospital discharges and information from the Department of Public Health
(DPH) primary care clinics, is congruent with a mixed epidemiological profile. While significant progress has been made
in the prevention and control of many communicable diseases (malaria, polio, rubella, measles, mumps, HIV/AIDS,
etc.), emerging and re-emerging diseases such as West-Nile Virus, SARS, tuberculosis and dengue, continue to threaten
the population. The incidence of non-communicable diseases (e.g. hypertension and diabetes) is also increasing, and
other conditions associated with lifestyle, mental health and the social environment (e.g. violence, including family
violence and child abuse, teenage pregnancy, drug and alcohol abuse, and injuries) are major contributors affecting

health and the quality of life.

An analysis of morbidity indicates that an important proportion of diseases and complications could be prevented
through public health interventions. During 1996-2000, complications of pregnancy, childbirth, and puerperium were
the primary discharge diagnoses for women, and represented 37% (16,587) of their total discharge diagnoses. Injuries
were the primary discharge diagnoses in men and represented 19% (5,225) of their total diagnoses. Of particular
concern is the high number of hospital discharges of persons presenting with substance abuse (cocaine, marijuana, poly-
drugs and alcohol). These represented 55% of the total discharge diagnoses at Sandilands Rehabilitation Centre (SCR).
Approximately 60% of patients admitted to PMH’s Intensive Care Unit (ICU) have hypertension related conditions,
and 40% have diabetes. Hypertension and diabetes are largely preventable conditions.'?

These statistics show that there is a need to strengthen primary care and preventive services to improve the health status of
the population and to contain the cost of hospital services. This will be essential to the sustainability of a NHI system.

Morbidity: Areas of Concern by Specific Population Group
Infants and Children (0-9 years)
Areas of concern in:

Infants (less than 1 year old): conditions originating in the perinatal period, intestinal infectious diseases, acute
respiratory infections, HIV/AIDS, injuries and child abuse.

Children under 5 years: acute respiratory infections, injuries, and intestinal infectious diseases which represented
approximately 52% (4,694) of the total hospital discharge diagnoses", between 1996-2000. Slow fetal growth,
malnutrition, and immaturity represented approximately 6% (511) of the total hospital discharge diagnoses in this age
group for the same period.

Children under 5 years are highly vulnerable to child abuse. For the period 1997-2000, approximately 41.5% of the total
reported cases of abandonment and neglect, and 27% of the total reported cases of incest and sexual abuse, were in this
age group. Injuries represented 13% (635) of the total hospital discharge diagnoses (4,789) during the same period.

Children ages 5-9: a similar pattern is observed as for children under 5 years. Acute respiratory infections, intestinal
infectious diseases and parasitic diseases, injuries, HIV/AIDS and child abuse. There were 1,115 discharges (23%) with a
diagnosis of acute respiratory infection, and 800 discharges (17%) with a diagnosis of intestinal and other infectious and
parasitic diseases. Bronchitis and asthma accounted for 9% (471) of hospital discharge diagnoses in the same period.

12 Cost of Ciritical Care Areas at PMH. Task Force Report, 2003.
13 Hospital discharge diagnosis refers only to the primary diagnosis with defined cause.
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Approximately 29% of the total cases of child abuse and 32.4% of incest and sexual abuse cases reported between 1997
and 2000 involved children 6 to 11 years old.

Adolescents (10-19 years)

Areas of concern in adolescents are injuries (due to violence and land transport accidents), early onset of sexual activity,
teenage pregnancy, child abuse, sexual abuse and incest, HIV/AIDS, and alcohol and drug abuse. Important gender
differences can be seen in this population. Of 1,320 hospital discharge diagnoses of males aged 15-19 years, 563
(43%) were due to injuries. Of the 5,868 hospital discharge diagnoses of females in the same age group, 4,707 (80%)
were either due to normal deliveries (36%) or to complications of pregnancy (44%). There were 331 discharges due
to abortion: 14% due to spontaneous abortion, 1% to legal abortion, and 85% to unspecified abortion.'* The 1997
National Adolescent Health Survey provides details on the state of mental health of students aged 11 to 19 years.” The
survey revealed that 12% of students had attempted suicide, 32% (25% of females, 40% of males) had drunk alcohol
in the preceding year, 8% had smoked marijuana in the preceding year, 22% had been physically abused, and 13% had
been sexually abused.'® The same survey showed that 13% of students had carried a weapon to school in the preceding
months and 14% had gang experience.

Adults 20-59 years of age

Marked differences are seen between morbidity patterns for men and women in this age group, although both sexes are
vulnerable to non-communicable diseases, such as ischemic heart disease, diabetes mellitus, hypertensive disease and
cerebrovascular disease.

Issues of concern pertaining to male adults are mental health, particularly alcohol and drug abuse, and premature death

due to homicides, land transport accidents, and HIV/AIDS.

Issues of concern pertaining to female adults aged 20-59 are HIV/AIDS, maternal morbidity, abortion, domestic
violence, and mental health, particularly depression. Complications of pregnancy accounted for 51% (13,898 of the
total hospital discharge diagnoses for females (27,410) during 1996-2000. Approximately 18% of complications were
due to lacerations and 14% to abortions. Of 2,215 abortions recorded, 13.6% was due to spontaneous abortion, 0.4%
due to legal abortion, and 86.0% due to unspecified abortion.

With respect to family violence, data from the Crisis Centre for 1997 showed that 76% (223 of 295) of persons who
were subject to domestic violence were females.

Adults 60 years of age and older

Analysis of hospital discharge diagnoses in this group between 1996-2000 show that hypertensive disease, cerebrovascular
disease, ischemic heart disease, diseases of pulmonary circulation, diabetes, acute respiratory infections, diseases of the
urinary system, and diseases of other organs of the digestive system were the major causes of morbidity. During this
period, hypertensive disease, cerebrovascular disease, ischemic heart disease, and diseases of pulmonary circulation

accounted for 31% of all hospital discharge diagnoses (3,284 of 10,457).

14 PAHO/WHO. Health of the Americas 2002 edition: Bahamas chapter.
15 MoH, Bahamas. Adolescent Health Survey, Bahamas. 1997
16 Health Information and Research Unit, MoH. Basic Health Information 1995-2000.
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The Impact of HIV/AIDS

As at June 30, 2002, The Bahamas had a cumulative total of 9,106 reported cases of HIV/AIDS. Approximately 6,000
of these people are still alive. Twenty percent, or approximately 1,200 persons, are living with AIDS and 4,800 people
have HIV infection that has not yet progressed to AIDS.

AIDS has been the leading cause of death in The Bahamas since 1994. It is estimated that 3.5 percent of persons living
in The Bahamas are infected with HIV. The large majority of these persons are 20-39 years old and therefore in the
productive years of early adulthood. The disease occurs primarily among heterosexuals, with a male: female ratio of 1:1.

Table 3.5 shows the number of people living with HIV/AIDS (PLWHA) in care, the number receiving Anti-Retroviral
(ARV) therapy and the projected figures for 2004 and 2005.

Table 3.5 Expanding HIV/AIDS Care and Treatment in The Bahamas, 2002-2005

Category 2002 2003 2004 2005
Number of PLWHA in The Bahamas 6,000 6,255 6,546 6,864
Number of patients receiving or estimated to need ARV therapies 467 1,250 2,669 3,243

72002 - 2003 numbers represent actual figures, while 2004 — 2005 are projected figures.

The demographic profile is of an epidemic concentrated among residents living on a few large islands. Most individuals
with HIV disease and AIDS live on New Providence (82% and 86%, respectively) and Grand Bahama (7% and 8%,
respectively). Abaco and Eleuthera together account for 7% of HIV disease cases and 3% of AIDS cases, while all other
islands combined contain 3% of both the remaining cases of HIV infection and AIDS cases. Bahamian citizens make up
87% of persons with HIV/AIDS. Persons of Haitian descent make up the majority of the remaining cases.

The number of newly reported AIDS cases and HIV infections has fallen in recent years. Between 1994 and 2000, a
decrease in the HIV incidence rate from 268 to 151 per 100,000 persons was observed, with the greatest change noted
in the 20 - 49 year old group. The number of newly reported HIV infections peaked in 1994 with 657 new cases, while
AIDS cases peaked in 1997 with subsequent declines in both categories. Figure 3.4 shows new cases of AIDS between
1990 and 2001 and the decline in deaths since 1997.
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Figure 3.4 New Cases of AIDS by Year, 1990-2001
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The number of HIV infections among women of child bearing age is diminishing. Screening of patients in antenatal care
showed a drop in prevalence from 4.3% in 1993 to 2.7% in 2001. Among patients receiving care for sexually transmitted
infections (STTs), the percent testing positive for HIV has decreased from 9.2% in 1993 to 4.4% in 2001. Infection rates
among the prison population remain high at 10%. Surveillance activities continue among these target populations, and
among those in treatment for substance abuse.

The most dramatic impact of outreach and preventive interventions can be seen in the marked reduction of perinatal
HIV transmission or mother-to-child transmission (MTCT) from HIV-positive pregnant women to their infants. The
transmission rate dropped from a base line level of 30% in 1991 to less than 3% in 2003.

A modest decrease in AIDS mortality has occurred, with the percent of deaths due to AIDS dropping from 18.3% in
1996 to 15.0% in 2000. This drop is concurrent with improved access to care, better diagnostic tools and the improved
ability of health care professionals to treat opportunistic infections. The mortality rate decreased from 97.2 per 100,000
population in 1996 to 80.4 per 100,000 in 2002. In 2000, there were 245 deaths due to AIDS.

Despite the downward trend, the impact of AIDS remains severe as productive young adults die prematurely. In 2000,
an estimated 5,870 years of potential life were lost due to HIV/AIDS.

To successfully reduce the HIV epidemic, resources are needed to provide ARVs to all HIV positive patients who
qualify.
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Salient Points Impacting Recommendations

e HIV/AIDS and injuries due to violence and motor vehicle accidents, all of which are preventable, increase
the mortality and morbidity of the working population. Educational and public health programmes must be
incorporated into the NHI system to reduce their incidence which will in turn increase the financial contribution
base required for the NHI system.

* Analyses of the major causes of morbidity and mortality indicate that lifestyle-dependent diseases such as diabetes
and hypertension, and the prevention of their costly complications (e.g., end-stage renal disease) can be reduced.
Comprehensive care guidelines to reduce complications from such diseases must be prepared and public education
campaigns which focus on preventive measures mounted and incorporated into the NHI system. These are critical
to improving health status and containing costs.

* The size of the group comprised of income earners will increase over the next 10-30 years as infant mortality rates
decrease and maternal health improves. This, coupled with other advances in medicine, will result, in 50 years, in
an increase in the numbers of persons above 65 years.

* Motor vehicle accidents are the fifth cause of death generally, but the third cause of death in men. The recent
enactment of legislation to require the use of seat belts should reduce these numbers. In any event, the NHI system
should work closely with other government agencies to ensure that road traffic accidents are reduced. Injuries
sustained from motor vehicle accidents also contribute significantly to the number one discharge diagnosis for
men, that is, injuries. The NHI system must ensure that automobile insurance policies pay for medical expenses
related to motor vehicle accidents.

* Violence in all its forms (social, family violence, child abuse, etc.) is a public health concern. Not only is it
an important determinant of injuries and a main discharge diagnosis for men, but it is also a major threat to
mental health in the Bahamian population. The NHI system should work closely with governmental and non-
governmental agencies (NGOs) to ensure that violence in all its forms is reduced.

3.2.3 The Health Care System in The Bahamas

The Bahamas health care system is composed of both a public and a private sector. The public sector is responsible
for public health functions and also provides population and individual health services. The private sector provides
individual health services.

The health care system can be described as a hybrid of the British and the American systems. It features the traditional
United Kingdom risk sharing concept of health care but includes the individualized risk approach of the United States.
It contains aspects of a managed public health care system and of a pluralistic private health care system. A balance
needs to be found between these two. Another inconsistency which requires resolution is The Bahamas’ “developed
world” expectations and its “developing world” economic realities. The Bahamas’ centralized public health bureaucracy
is incompatible with its goal of achieving an effectively managed, and more devolved health system."”

The current system of health care has its strengths and weaknesses. While there is universal access to primary care
and practically every health care related technology or service is available within the country, there are certain gaps
and barriers to care'® which negatively affect the population’s ability to attain optimal health status. A NHI system

17 PAHO/WHO Mission Report to The Bahamas, June 2000.

18 Barriers to care are patient-based, and can include insufficient financial resources and / or insufficient insurance coverage; geographic distance
to health centres; lack of transportation or insufficient funds to reach health centres; lack of education regarding the benefits of certain health
services; cultural beliefs regarding health care; and language barriers. Gaps to care are usually considered health system-based problems, and can
include the absence of particular technologies; the absence of particular supplies, such as drugs; the lack of sufficient physical resources such
as beds; lack of sufficient human resources (doctors, nurses, administrative personnel, technologists, etc.); and the ability to provide services at
certain times or on certain days. Many gaps are related to higher levels of functioning within the health care system, such as financial resources,
strategic planning, and resource management.
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should help lessen those gaps and barriers to care by reducing financial barriers and improving system financing and
resource allocation.

Public Health Sector: Organization

The public health sector is comprised of 4 main clusters of services, namely:
* MoH Headquarters
» DPH
* Department of Environmental Health Services (DEHS)
* Dublic Hospitals Authority (PHA)

The MoH is responsible for health policy and planning, regulation and monitoring, public health services financing,
development and implementation of national public health programmes, community health services, and the provision
and management of environmental health services. As a member of the Cabinet, the Minister of Health is responsible
for the following institutions and regulatory bodies: PHA, the Nursing Council of The Bahamas, the Medical Council
of The Bahamas, the Dental Council of The Bahamas, the Health Professions Council, the Health Facilities Board, the
Environmental Health Board and the Mental Health Board.

The DPH is responsible for surveillance, development and implementation of national programmes, and the provision
of primary care services.

The DEHS is responsible for the health inspectorate, environmental monitoring and risk assessment, and waste
management.

The PHA (in accordance with Act No. 32, 1998) has responsibility for the management and development of the 3 public
hospitals. In addition, the MoH has delegated responsibility to the PHA for the planning and management of shared
services including the National Emergency Medical Programme, the Bahamas National Drug Agency (BNDA) and the
centralized Materials Management Directorate (MMD) which is responsible for the bulk procurement of disposable
medical surgical supplies. The MoH has also delegated responsibility to the PHA for the management of the community

clinics in Grand Bahama.

A board, accountable to the Minister of Health, governs the PHA which is authorized to purchase, lease, acquire, hold
and dispose of land or property, and to employ new hires. A managing director who functions as a chief operating officer
reports to the board.

Areas for Improvement: Public Health Sector Organization

With the creation of the PHA in 1999, the decentralization of the MoH was accelerated. This had been recommended
by the 1984 Working Party on NHI. This step freed the MoH to focus on its goals of providing strategic direction for the
health system and creating a system for accountability. While progress is being made by the MoH, gaps still exist which
prevent the MoH from attaining maximum performance of its essential functions.

In 2002, the MoH undertook a comprehensive evaluation of its performance on 11 Essential Public Health Functions
(EPHFs) utilizing a methodology developed by PAHO/WHO. The exercise identified areas of strength and weakness,
and the findings are detailed in the EPHF Report. The overall performance of the public health system was rated below
average (0.36 in a scale of 0 to 1), with human resources development, training in public health, ensuring the quality
of population-based and personal health services receiving the lowest scores. Another function identified as requiring
improvement was the development of national programmes, which is the shared responsibility of the Office of the
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CMO, the Planning Unit, and the DPH. This organizational arrangement needs to be strengthened and there is need for
greater specialization in public health management as personnel from the DPH are responsible for national programme
planning and the provision of primary care services. The EPHF analysis also highlighted the absence of formal evaluation
processes within the public health care system which leads to limited accountability within the system.

There is a question of how much authority should be delegated to the institutions for their internal management. The
PHA has full authority for personnel management, while the DPH maintains a centralized public service personnel
management system. Nevertheless, there is the perception that the difference in their legal frameworks has not impacted
their institutional capacity to effectively manage human resources. The process for hiring new personnel at the PHA has
been expedited, but that does not hold true for terminating or training staff. Procedures for terminating and training staff

are equally complicated at the PHA and the DPH.

There are 3 areas related to delegation and accountability that need to be addressed at the highest level of authority in
the public health system:

(1)  The criteria for assigning budgetary resources so that expenditure does not escalate arbitrarily

(2) The indicators for performance evaluation

(3) Methods for compensating good performance and penalizing poor performance.

Having said this, it should be noted that there is a strong political and institutional commitment to develop a sound
system for performance measurement and accountability. In 2003, the MoH conducted a mid-term evaluation of the
National Health Services Strategic Plan 2000-2004 and produced a Revised National Health Services Strategic Plan
2003-2004, and it fully supports the implementation of the Windows Management Information Systems (WinSIG).
The MoH has acknowledged the gaps and has made them a priority for attention.

In order for institutional strengthening to take place, managers must clearly understand the role the various organizations
play within the health system and accept their responsibility for overall efficiency and effectiveness.

The DPH is responsible for supporting the MoH in public health policy and national health programmes and provides
a wide variety of health services - education, nutrition, and immunization, among others. It may be more efficient and
effective if these health care delivery functions could be organized in one department or integrated into community
clinics where possible. This is important because if a NHI system is implemented, financing for primary care services
will come from contributions while the financing for national health policy and public health functions will continue to
be provided by the central government.

Public Health Sector: Health Care Delivery
Network of Public Health Facilities

The MoH and the PHA are responsible for the management and administration of public health institutions. There is
a network of 3 hospitals and 103 primary care clinics which provide primary, secondary, and tertiary care. The hospitals
are under the management and administration of the PHA while the community clinics are under the administration of
the DPH. The community clinics make referrals to the 3 national hospitals.

Grand Bahama has developed a unique model for local health systems. It is the only Family Island with its own public
health services network (a hospital and clinics). Clinics are established in strategic geographical locations for the provision
of basic primary care services and they make referrals to RAND as needed. RAND, in turn, makes referrals to PMH for
services not available at RAND.
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Areas for Improvement: Public Hospitals Authority

There are several areas that need to be addressed in order for the PHA to function as envisioned:"

* For the PHA to function within the strategic framework of the Revised National Health Services Strategic Plan
2003-2004, the hospital strategy must integrate with the national health strategy, and with primary care and public
health.

* The composition of the PHA board must be more balanced between executives and clinicians.

* To ensure accountability, an evaluation tool must be developed for physician performance appraisal.

* The role, responsibility and authority of health care managers must be clearly identified to ensure that the managers
understand them.

* The role and responsibilities of the PHA executives must be defined more precisely to facilitate accountability.
When lines of authority are better delineated, communication between PHA executives and PMH will improve.

Network of Public Health Facilities: Primary Care

The MoH, through the DPH, provides primary and some secondary care through community clinics in New Providence,
Grand Bahama and selected Family Islands. The administration of this network is centralized in New Providence. A
health care team or an individual health professional is responsible for the day to day administration and provision of
health care services in each clinic.

The public health clinics are equipped and staffed to provide a wide range of basic services as shown in Table 3.6, such
as diagnostic, preventive and curative services. Referrals are made to PMH, RAND or SRC for secondary and tertiary
services. In New Providence, where 65% of the population lives, the clinics are strategically located in densely populated
areas and referrals are made to PMH and SRC. There are main clinics and satellite clinics in the Family Islands (see Table
3.7). The staff from the main clinics also provides mobile services at the satellite clinics.

The DPH no longer purchases services from the private sector, except for pharmaceuticals. There is a close interaction
between the clinics and the private health sector in monitoring communicable diseases and the public health sector
provides immunizations free of charge to the private HCDs.

Table 3.6 Services provided at the Community Clinics, DPH

Antenatal Family Planning and Gynaecology Oral Health
Audiology Family Practice Parentcraft

Child Health General Laboratory Pharmacy
Dermatology Immunization Postnatal
Domiciliary Service Lactation Management Postnatal Homecare
ECG/EEG Nutrition Education Radiology
Emergency Optometry

19 PAHO/WHO Mission to The Bahamas, June 2000.
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Table 3.7 Distribution of Public Health Clinics by Island / Area, 2003

# of Clinics by Type*

Area / Island 1 2 3 Population Served
New Providence 4 5 1 210,832
Grand Bahama 1 6 4 46,994
Abaco 2 5 4 13,170
AcKlins, Crooked Island & Long Cay - 2 6 778
Andros 3 2 9 7,686
Berry Islands - 1 - 709
Bimini 1 - - 1,717
Cat Island 4 3 1,647
Eleuthera, Harbour Isl. & Spanish Wells 2 8 9 11,165
Exuma and Ragged Island 1 5 - 3,643
Inagua & Mayaguana 1 1 2 1,228
Long Island, San Salvador & Rum Cay 3 1 7 4,042
Total 18 40 45 303,611

*  Clinic 1: Health Centre / PolyClinic provides preventive services including maternal and child health and a full range of services as follows:

general practice, domiciliary, minor emergency, pharmacy, audiology, optometry, X-Ray and/or laboratory

Clinic 2: Main Clinics/Maternal and Child Health (MCH) Clinic: provides preventive services including MCH. a full range of services as
follows: general practice, domiciliary, pharmacy, (no audiology, optometry, X-Ray or laboratory facilities)

Clinic 3: Satellite Clinics Small facility for visiting medical and nursing staff (weekly, bi-weekly or monthly visits)
N.B. No resident doctor / nurse or overnight facilities in New Providence clinics
Source: DPH; Health Information & Research Unit

Areas for Improvement: Public Primary Care

Although there is universal access to primary care, shortages and deficiencies in diagnostic and therapeutic services,
particularly pharmaceuticals, create inequities in health care. In many instances, these services can only be acquired by
individuals with the financial ability to purchase such services from the private health care sector.

As the immigrant population grows, cultural and language barriers increase and will therefore have to be addressed.

The focus of the DPH should be on health care education and promotion, the prevention of diseases, and community
involvement. Ongoing community activities include health lectures, home care and district nursing for many patients.
Patients attend public clinics regularly, particularly during morning hours. Afternoon clinics are held and 2 clinics are
open in the evening to accommodate the working public. Staff constraints and security concerns are barriers to opening
the clinic after hours.

Opening more community clinics during the evening would improve access to health care and reduce the number of
visits made each night to the Accident and Emergency Department at PMH for non-emergency care. Not only do such
visits cost more than clinic visits, but the information clinics have on their clients, their needs, and risk factors, allows
them to better care for their patients. Community clinics should be able to provide home care and on-call services on an
as-needed basis. In order to be more effective, community clinics should collect basic information on the communities
they serve (e.g., number of households, composition of households, physical and social conditions in the community,
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etc.) and their clientele should be clearly identified. Not only would these changes facilitate outreach services and other
community based activities, but they would also foster continuity in care which would enure to the benefit of the patient.
Public health officials are aware of the need to focus more on preventive care.

There is still an over reliance on curative rather than preventive care, and on secondary and tertiary services rather
than on primary care. While new technologies may improve the capacity for early diagnosis and treatment of chronic
conditions, preventive care continues to be the most cost effective strategy for the attainment of better health. Improved
access to primary care services would greatly reduce the number of hospitalizations and the demand for high technology
services such as haemodialysis. Better access to primary care services would lead to improved prevention and control of
diabetes and hypertension which are major contributors to rising health costs.

The network of primary care facilities needs to be strengthened and services expanded to meet health care needs such as is
now happening with diabetes and HIV/AIDS. Decentralization and integration of services reduce the need for in-patient
care. As long as good primary care services are not readily available to all residents, people will use the hospital emergency
facilities and require more in-patient services than they would otherwise. The cost of this type of care is expensive and
makes cost containment difficult to achieve.

Areas for Improvement: Public Referral System

Another challenge facing the public health system is the weak referral system between the primary health care network
and the hospital network. This must be strengthened to identify high risk patients and improve the quality of care
received in the hospitals and clinics. There is a need to have better follow-up care post hospital discharge.

In a network of health services, the referral system is critical as it has implications for the equity, quality, and cost of
overall health care. When the referral system operates well, patients receiving care at the community level who require
more complex care are appropriately referred for that care. If referrals are not properly made, the cost of service becomes
extremely high. The referral system works vertically: this means that patients receiving medical attention in a hospital
will receive the integral follow-up they require and recover more quickly. This benefits the patient and saves the health
care system money.

According to existing WinSIG data, 60% of persons admitted for surgical operations left the hospital without being
operated on. One possible explanation for this is that patients are not referred with the proper diagnosis, either from
PMH surgical out-patient service or from community clinics. Figure 3.5 illustrates referrals as a percentage of total visits.
The percentage of referrals seems low (0-5%) and may reflect weaknesses in the links between community clinics and
the hospitals. While there is no universal standard for referrals, in Central American countries the standard for referrals
to higher levels in the network of services is 8% - 14%. Regardless of the selected standard, it is important to investigate
the causes for the low rate of referrals.
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Figure 3.5 Referrals as a Percentage of Total Visits
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Network of Public Health Facilities: Hospital Care

The 3 public hospitals, PMH, SRC and RAND, function within a decentralised organizational model. Each hospital
has its own administrative structure and fairly wide decision making authority. However, the power to make decisions
regarding staffing and the use of funds (including revenue) resides at the corporate level of the PHA.

The hospitals are staffed and equipped for the provision of primary health care services, secondary health care services
and a range of tertiary health care services (including intensive care, radio-diagnostic technology and dialysis). Table
3.8 provides a more detailed listing of available services. The PHA purchases services which are not available in its
institutions from local and foreign private HCPs.

Table 3.8 Services Available at the Public Hospitals

Surgical Pathology Ophthalmology General Surgery
Sub-Speciality Surgery Oncology General Practice Clinic (OPD)
Speech Therapy Occupational Therapy General Laboratory
Renal Dialysis Obstetrics Gastroenterology
Radiology Neurology Emergency
Pulmonology Neonatal Intensive Care ECG/EEG
Psychology Medical Social Services Dermatology
Psychiatry Internal Medicine Dental Clinic
Physiotherapy Intensive Care Cytology Laboratory
Pharmacy Infectious Diseases Cardiology
Paediatric General HIV/AIDS/STI Blood Bank
Orthopaedics Gynaecology Autopsy
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As previously mentioned, PMH is the national referral centre for the Family Islands, including Grand Bahama, and for
public clinics in New Providence. SRC, which is located in New Providence, is the national referral centre for mental
health services within the public sector. There is no formal referral system between private and public health care
institutions.

Areas for Improvement: Public Hospital Care

For technical and economic reasons, secondary and tertiary care services are only available in New Providence and Grand
Bahama. This creates a disparity in access to care as Family Island residents have to bear the cost of their transportation
and lodging when they need to travel to New Providence or Grand Bahama for care. In an attempt to minimize these
disparities, social assistance is available to those who cannot afford these costs. The amount available for this purpose is
contingent upon the size of the approved budget.

Public institutions presently provide a range of specialty services. The number and type of specialized services available
has grown significantly in the last 10 years. This growth, however, has not been driven necessarily by medium or long
term institutional planning or based on an evaluation of the cost-effectiveness and sustainability of new services and
technology. Some speciality services have been provided in response to identified needs as and when qualified Bahamian
doctors return home. Other specialized services have yet to be developed. Critical areas to be addressed at the earliest
possible date are pharmacy, laboratory, pathology, blood transfusion services and oncology services. The high prevalence
of diabetes and ischemic heart disease may indicate the need to develop invasive vascular services.”” Other new diagnostic
and therapeutic services needed are pulmonary function testing, electromyography testing, angiography, radiation
therapy, and expanded and enhanced rehabilitation therapy.*’ Merely renovating the physical infrastructure will not
improve efficiency and quality of services unless the developmental processes are also addressed.

A chronic problem at the institutional level is that of “boarders” and long-stay patients. Several factors influence this
situation, including a weak referral system, deficiencies with regard to diagnostic services, limited options for day or
ambulatory services such as day surgery or day medical work-ups, social problems, limited long term care facilities, weak
home support services, and lack of hostel facilities for patients from Family Islands. Institutional efficiency cannot be
achieved without reducing this problem.

Shared Services

The BNDA, the MMD and the National Emergency Medical Services (NEMS) form the “Shared Services” branch of
the PHA: their respective mandates encompass services provided by the DPH (in New Providence and Family Islands)
and the PHA.

Bahamas National Drug Agency
The MoH has responsibility for the regulation and control of pharmaceutical services within the country.

Since 1995, procurement, distribution, and management of pharmaceuticals for all public health facilities have been the
responsibility of the BNDA. The DPH directly purchases drugs and vaccines on an as needed basis for specific public
health projects.

Figures from the BNDA indicate that antibiotics and hypertensive or cardiac drugs are among the most widely used
drugs.

20 Stott, Dr. Robin, Inman, Frank: WHO/PAHO Mission to The Bahamas, June 2000.
21 Dorset Management Consulting: The Redevelopment of the Princess Margaret Hospital, Nassau, The Bahamas.
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A National Drug List exists which consists of approximately 600 pharmaceutical products. This list is updated annually.
Physicians employed in the government health centres and hospitals are required to prescribe these drugs. All residents
have access to these drugs when they are available. They are provided to indigent patients at no cost to them. Some
NGO:s (e.g., the AIDS Foundation, the Cancer Society, The Bahamas Diabetic Association) assist patients to secure
drugs which may not be available in the country.

Where treatment protocols exist for prevalent pathologies (i.e., hypertension, diabetes, HIV/AIDS, tuberculosis), they
are applied by the public institutions at the primary and hospital level. Before a NHI system can be established, treatment
protocols need to be developed and implemented.

The presence of a pharmacist is required at all public and private pharmacies and hospitals.

The BNDA provides all public sector hospitals, community clinics and health programmes with relevant pharmaceuticals,
biological products and information. The BNDA does not provide supervision for pharmacists in the health care
system.

Areas for Improvement: Pharmaceutical Sector
A rapid assessment of the Pharmaceutical Sector was conducted in 2003 and a number of gaps were noted.”
Policy, Regulation and Organizational Framework

There is no national drug policy which enunciates the goals and core objectives of the Government in this area. A
national drug policy should address safety, efficacy and quality; equitable access to drugs and the role of generic drugs;
service delivery; pharmaceutical management and rational use to improve public health; and professional standards of
excellence in the pharmaceutical sector. This critical sector is developing with limited strategic guidance, little or no
regulation, and with no formal inspection system. The Pharmacy Act must be updated in order to address the regulatory
gaps. The sector should not continue to be regulated by the good will and professional ethics of pharmacists.

In addition to the BNDA being responsible for procuring, distributing and managing drugs for all public health
facilities, it also regulates the pharmaceutical sector (to the extent that it is being regulated). This system of self regulation
is unsatisfactory. If the BNDA is to perform the role of regulator, it should be a part of the MoH administrative structure
(under the authority of the CMO’s office) and not a part of the PHA, and another entity should be responsible for
procuring, distributing and managing drugs for the public health facilities.

Another gap in the pharmaceutical sector is the absence of a National Pharmacy and Therapeutic Committee to address
issues such as rational drug use, drug monitoring, and drug substitution. This Committee would function at the
institutional level with support from the BNDA.

Service Delivery

The system in place for selecting, procuring and distributing drugs needs to be revamped. Currently, drug procurement is
based on estimated historic consumption at the institutional level and is also driven by budgetary constraints. The system
used for tendering, ordering, processing, monitoring, and recording payment is time consuming and labour intensive
due to limited automation and inefficient business processes. The BNDA registers, but does not inspect, suppliers. Any
samples of new drugs or formulations requested by the BNDA are infrequently sent to the Caribbean Drug Research
Testing Laboratory for quality control analysis.

22 Fitzgerald, James: PAHO/WHO Rapid Assessment of the Pharmaceutical Sector, October 2003.
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In order to improve the system, the following must be established:
¢ Ciriteria for selecting and registering drugs, and for systematically evaluating drugs used
* An Essential Drug List
* Therapeutic guidelines
* Guidelines on pharmacy nursing, methods of prescribing and dispensing drugs, antibiotics use and medication-
incident reviews
* A laboratory for quality control analysis of pharmaceuticals
* A national drug formulary
* Procedures for prescribing practices.

Pharmacy services should be available at the 3 hospitals 24 hours a day and an adequate supply of prescribed drugs must
be available in all pharmacies in the public sector. When clients have access to medication when they need it, client
satisfaction will improve.

Human Resource Development

A comprehensive human resources development plan to guide the utilization, allocation, and training of existing
human resources in the public health sector does not exist. Also, the roles, functions, and responsibilities of pharmacists
in the public and private sector are not clearly defined. The Chief Pharmacist at PMH has responsibility for training
pharmaceutical workers in the public heath care system. This role should be transferred to the BNDA.

Materials Management Directorate

The MMD, which is located in PMH, was established in 1993. It provides services to the public sector hospitals,
community clinics and public health programmes with respect to the procurement, warehousing, and distribution of
medical or surgical supplies and other related equipment and materials. The Medical Surgical Supplies Distribution
(MSSD) Unit, a unit within the MMD, is an intermediate storage and distribution unit for general wards and
departments for PMH.

The MMD is facilitated by the work of a multi-disciplinary committee known as the Supply, Analysis, Valuation and
Engineering (SAVE) Committee. This committee is responsible for ensuring that new and existing biomedical products
being purchased for the agencies of the MoH and the PHA are appropriately evaluated and standardized.

International firms such as the Emergency Care Research Institute are employed to provide advice, and perform analysis
and evaluation of products and equipment.

Areas for Improvement: Materials Management Directorate?

* Priority attention must be given to a review of the medical supplies procurement and distribution system.

* An appropriate inventory accounting system at the service delivery level must be implemented to avoid problems,
such as items being out of stock. Such a system will provide mechanisms for the appropriate control of stock in
critical areas and for determining current stocks, and will allow a “top-up system” to be introduced.

e The MSSD Unit does not have adequate storage capacity to supply all items needed at the point of service at
PMH. This has created duplication in the distribution of supplies with the public health sector services receiving
supplies from both the MMD and the MSSD Unit. The MMD and the MSSD Unit inventory management and
distribution systems are not integrated; consequently, planning and the distribution and management of supplies

23 PMH Task Force Report on Cost of Critical Services, 2003.
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are compromised. The systems for materials management should be reviewed, a reorganization plan developed and
immediate corrective measures taken to strengthen this area.

* Changes or alterations in medical or surgical supplies are sometimes made without reference to the SAVE
Committee. The authority of the SAVE Committee needs to be recognized.

National Emergency Medical Services

In 1949, a ground ambulance service attached to PMH was implemented. In 1993, work began on upgrading and
expanding this service to a fully coordinated, professional response system for pre-hospital emergency care throughout
The Bahamas. This system is most advanced in New Providence and Grand Bahama which now have a full range of
trained staff, and the necessary equipment and protocols in place. In 1999, the NEMS became a part of the enhanced
919 system. The emergency medical dispatchers in Nassau are fully integrated with the Royal Bahamas Police Force
emergency system resulting in a comprehensive emergency response of fire, police, and ambulance services. As of June
2000, there was a fleet of 9 ambulances at PMH and one at the airport. In Grand Bahama, the fleet is composed of 4
ambulances.

There are ground ambulance services in Abaco, Andros, Exuma, Eleuthera and Long Island to transport clients to the

health clinics.

Table 3.9 shows the number of cases handled by the NEMS in New Providence and the various Family Islands in 2001
and 2002.

Table 3.9 EMS Cases, 2001 - 2002

Island Ambulance Runs, 2001 Ambulance Runs, 2002
New Providence 7,203 12,921
Grand Bahama 3,799 2,245
Abaco Ambulance not in operation 4
Andros No ambulance 5
Exuma 22 40
Eleuthera 48 45

Air Evacuation

Air ambulance services are also available. In the public health sector, such services are provided through the community
clinics and the RAND as needed. In 2003, the projected cost to the public sector for emergency flights was $295,977
($182,661 for DPH and $113,316 for RAND). Clients who require air ambulances are requested to pay for the service
or make a contribution towards the cost. However, the DPH or RAND pay some or all of the costs depending on clients’

ability to pay.
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Areas for Improvement: National Emergency Medical Services
* The NEMS organization and management systems should be strengthened. A system to monitor and evaluate
quality of and response time for emergency medical services should be developed and implemented.
 The policy for the financing of emergency flights should be reviewed to foster equity in the financing of this
essential service.
* The fleet needs to be regularly maintained.

Contractual Services

A significant number of services provided by the public sector is outsourced by PMH and the DPH to hospitals or
medical centres in New Providence, Grand Bahama or Florida at an estimated cost of $3 million each year.

The services outsourced are: ophthalmology (Bascom Palmer Eye Institute, Miami), pace makers (Bahamas Heart
Centre, Nassau), paediatric treatment or surgery (Children’s Hospital, Miami), dialysis (Kidney Centre, Freeport), MRI
and other procedures (Doctors Hospital, Nassau), radiotherapy (Mount Sinai, Miami), and CT scans (Fourth Terrace
Diagnostic Services, Nassau). No formal referrals are made to neighbouring countries such as Cuba, although more
Bahamians are travelling to Cuba for health care.

Table 3.10 shows trends in the cost and volume of diagnostic and therapeutic services purchased by PMH in the last 3
fiscal years.

Table 3.10 Cost and Volume of Services Purchased by PMH

FY 2000-2001 FY 2001-2002 FY 2002-2003

# Cost $ # Cost $ # Cost $

Mount Sinai 97 1,003,509 108 1,100,842 120 1,576,006
Kidney Centre 17 299,700 19 347,735 23 401,400
Doctors Hospital (CT Scan) 174 229,944 246 264,066 92 93,905
Doctors Hospital (MRI) 9 27,000 50 68,810 31 49,905
Centre of Digestive System 35 31,850 34 16,810 6 6,475
Bahamas Heart Centre 2 3,000 0 - 1 4,800
Bahamas Hyperbaric - - - - 2 21,600
Bahamas Interventional 51 140,750 15 56,600 30 127,900
4th Terrace Diagnostic Services 1,996 712,965 1,496 597,460 2,062 795,256
Total 2,381 2,448,518 1,968 2,452,323 2,367 3,076,842

Source: PHA Finance Report

In general, charges for services purchased outside the public institutions are high. This is due to the fact that the majority
of the services are purchased from the United States (a known costly health system), and from local private providers

who charge high fees.

24 Revised National Health Services Strategic Plan (NHSSP), 2003-2004.
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Areas for Improvement: Contractual Services

* People who do not have the ability to pay and who lack private health insurance with appropriate coverage cannot
access secondary or tertiary care services if these are not available in the public health care system. While the
Government does purchase services from private providers, both locally and abroad, for public patients, funds
for this purpose are limited. The result is that patients and their families often seek to raise funds to pay for these
services.

* Existing service agreements should be analyzed to determine whether it would be more cost effective to develop
in-house capacity to provide some of the services now being purchased such as ophthalmology, hip replacements,
radiology (MRI and CT scan), dialysis, and radiotherapy. Data show that the cost of providing dialysis treatment
to a patient at PMH between June-August 2003 was $4,487, while the cost to PMH for a patient treated in the
private sector was $7,059. Approximately $1,576,000 was spent in fiscal year 2002-2003 to purchase radiotherapy
services abroad, and $938,661 to purchase CT scan and MRI services from private providers.

* The amount PMH pays for the services it purchases seems arbitrary rather than based on considerations such as
the actual cost of services, reasonable profit margins, etc. Guidelines for determining the appropriate fee for these
services must be drawn up and implemented.

* As specialized human resources become available to the public health system, investment in infrastructure,
equipment and technology can improve institutional capacity for the expansion of critical services at lower costs.
In some areas it will be more cost-effective for the public institutions to purchase services from the private sector.
Decisions related to what services should be developed in house and what services should be purchased from the
private sector ought to be evidence based to improve overall efficiency of the health system.

Private Health Sector
Private Facilities within the Public Sector

As an income enhancement incentive, the Government allows consultants to conduct private practices in the 3 public
hospitals. Patients who want more than the standard public services can opt for private care. To do so, they must engage
a physician in his private capacity and pay to stay on the private wards. Doctors employed by the DPH who work in the
Family Islands, known as District Medical Officers, can provide private services outside their regular work hours. They
are, however, required to provide emergency medical services to the public whenever the need arises.

A total of 47 private beds (6 at SRC, 31 at PMH and 10 at RAND) are available in the medical, surgical and obstetrics
wards for private patients. However, public or private patients requiring isolation have first priority to these beds.

The projected 2003 occupancy rates for the private surgical and medical wards at PMH are approximately 65.0% and
54.6% respectively.”

In 1995, through its selective privatization policy, the Government entered into a 10 year partnership agreement with
Physicians Alliance Management Limited (Physicians Alliance) (comprised of 50 staff physicians who provide services
to patients at PMH and the Hospital Doctors Association). Under the agreement, the PHA agreed to provide premises,
utilities, human resources and support staff: Physicians Alliance agreed to renovate, refurbish, and expand the private
surgical theatres to include 2 general theatres, a delivery suite, a nursery, and labour/delivery rooms at PMH; to operate
the private surgical theatres and the obstetric suites at PMH; and to jointly manage with the PHA the private surgical
and medical wards.

25 WinSIG
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Physicians Alliance committed to provide capital funds up to a maximum of $600,000 to effect the renovations. Under
the agreement the company must pay the PHA 50% of all net profits from this project. The non-gazetted revenues
and operating costs of the wards are accounted for as part of a special fund. Any surplus in the fund can only be used
for the benefit of the private wards. Physicians Alliance receives 15% of the non-gazetted revenue from the wards as
compensation for its management services.”

Areas for Improvement: Private Facilities in the Public Sector

* There are several concerns in relation to the former administration’s selective privatization policy which resulted
in the establishment of private facilities within the public health care institutions. One concern is the cost-benefit
ratio of this system. Others relate to quality and equity: PMH’s primary mandate is to provide public health
services yet this policy benefits private patients. It has been suggested that PMH does not have sufficient beds to
meet the demand. If there is a shortage of beds, then more than 20% of PMH’s combined surgical and medical
beds should not be dedicated to private patients. In 2003, the projected occupancy rate for surgical and medical
beds was 106% and 97% respectively in the public wards, and 56% and 64% respectively in the private wards.
It appears as if public patients have to compete with private patients for hospital beds. Similar concerns apply to
the division of physicians’ time. Many physicians see public and private patients in the same institutions and the
question arises whether public patients are being short changed by this accommodation to physicians.

* Dolicies and regulations for private practice within public facilities should be reviewed and amended as a matter
of urgency. This practice allows the efficiency of the public health institutions to be compromised and does not
encourage the equitable provision of health care. The agreement which regulates the partnership between the
PHA and Physicians Alliance is being reviewed, particularly the processes for collection of patient fees and for the
distribution of profits.

Private Sector: Primary, Secondary and Tertiary Care

Doctors Hospital is the main provider of private in-patient services. The hospital, located in New Providence, is equipped
to provide primary, secondary and some tertiary health care services. Some solo practices operate in the Doctors Hospital
health care system. Doctors Hospital has 72 beds and an occupancy rate of only 36.6%, indicating a large potential for
increased in-patient care.

A variety of solo practices provide ambulatory, general and specialized services in New Providence and the more
populated Family Islands (see Table 3.11).

26 Audited Financial Statements, Physicians Alliance Management Limited, February 28, 2001.
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Table 3.11 Health Facilities, Private Sector

Health Facilities New Providence Family Islands
Hospitals 2 1
Clinics 39 11
Health Practitioners Office 34 9
Medical Practitioner’s Office 73 20
Dental Practitioner’s Office 36 13
Birthing Centre 1

Dialysis Centre 2 1
Therapeutic Facility 4 1
Laboratory 7 1
Ambulance Service 1

Diagnostic Facility 5 1
Surgicenter 2

Source: Hospitals and Health Care Facilities Licensing Board

Private institutions do not purchase health care services from other providers. Clients are referred, as needed, to the public
institutions or abroad. As previously stated, there are no formal referral systems in place between private institutions or
between private and public institutions.

Areas for Improvement: Private Primary, Secondary and Tertiary Care

* The private health sector has grown significantly and is an important provider of health care services. The private
sector is not organized in a coordinated network of health facilities; rather, the majority of services are ambulatory
and in the form of solo practices. Only one institution in the private sector provides in-patient services. The private
sector might benefit from the strategic development of group practices instead of solo practices, and formal referral
systems between private institutions and between the public and private health systems would ensure continuity
and quality of care.

* Some services are only offered in the private sector, and other services only offered in the public sector. The public
sector purchases specific services from the private sector. The private sector may find it cost-effective to purchase
certain services from the public sector which they are unable to provide within their institutions.

* Regulation of public and private health care is important to protect clients’ rights and to ensure quality care.
Policies, standards and protocols exist, and these are enforced through the inspectorate of the Hospitals and Health
Care Licencing Board. The inspectorate can be strengthened through greater participation of the private health
care sector.

Public - Private Partnerships and Intersectoral Action

The MoH recognizes the importance of intersectoral and intrasectoral collaboration in fostering the health of the nation.
Formal linkages exist with other government ministries (e.g., Social Services, Education, Agriculture) to coordinate
actions in critical areas such as surveillance of communicable diseases and control of outbreaks and epidemics, maternal
and child health, school health and child abuse. Formal linkages also exist with NGOs involved in the management
and prevention of non-communicable diseases such as cancer, diabetes, cardiovascular diseases, HIV/AIDS and family
planning. The MoH and its institutions provide financial assistance to some of the established NGOs and purchase
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services not available in the public sector from the private health care sector. This strong public-private partnership has
resulted in several successful collaborations, the most striking one being in the area of HIV/AIDS.

Areas for Improvement: Public- Private Partnerships

* The public and private sectors must relate in an integral manner if the country is to provide the best possible health
care. The relationship between the public and the private sectors is a difficult and sensitive area but since it impacts
the development and sustainability of a comprehensive health care system it must be addressed. Mechanisms for
dialogue and joint planning should be established to harness the dynamism and creativity of the private sector,
and prevent the erosion of crucial services in the public sector. Coordinating mechanisms between the public and
private health sectors and a regulatory framework are required to maintain balance between these two sectors and
to ensure good health care and delivery.

* In order to improve intersectoral action, protocols that clearly define the roles and responsibilities of various
agencies must be developed. This should prevent duplication of efforts and increase efficiency.

System Resources: Public and Private Sectors
Human Resources

Information on the productivity and utilization of human resources in the public health sector was obtained from the
National Costing Exercise and similar information on the public and private health sectors was obtained from the Health
Professionals Council.

Human Resources: Physicians

In 2002, The Bahamas Medical Council estimated that there were 523 registered physicians who were active and
employed. Of those, 276 were employed by the Government. There was an increase in the number of physicians between
1998-2002 due largely to Bahamians returning to practice at home. The majority of Bahamian physicians chose to work
in New Providence and Grand Bahama. As a result, many of the physicians employed by the DPH who work in the
Family Islands are non-Bahamians.

In the absence of clearly defined policies regarding the functions, responsibilities and profile of human resource needs, it
is difficult to analyze whether the existing human resource capacity is sufficient for the range of services being provided.
Information gathered during the National Costing Exercise suggests that, except in a few specialized areas that experience
shortages,” the quality and quantity of services provided in the public facilities should be higher than they are given the
number of physician hours paid. Using the average length of stay at PMH for 2002, Table 3.12 shows projections for
2003 based on the following assumptions: (a) on average, 20 minutes of physician time per patient day is sufficient for
quality in-patient care; and (b) only half of the physician hours paid is actually worked by physicians. The projections
were based on data collected during June-August 2002.

In Table 3.12 it was estimated that at the end of 2003, PMH would discharge 16,296 patients. With the same average
length of stay as that recorded in 2002, using only half of the physician hours paid for in 2002 and using an efficiency
rate of 20 minutes per patient, PMH could treat 27,593 in-patients in 2003.

27 Human Resources Time was calculated based on the payroll list. For all categories of personnel, 173.33 hours per month were assigned as the
equivalent for full time employment, the exception being the Physician Consultants for whom only 84 hours were assigned. The latter was
based on interviews with hospital senior staff, since presently, there is no regulation of time or specific duties to be performed by this category
of personnel.
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According to this efficiency hypothesis, not all of the services at PMH have excess capacity. For example, the current
physician time per patient in internal medicine each day is approximately 12 minutes which suggests that there are
insufficient resources in this area. On the other hand, a reduction in the average length of stay would result in additional
time being available per patient without increasing resources. If the average length of stay is reduced to 7 or fewer days,
the amount of minutes available for each patient in a given day will improve.

Table 3.12 PMH Present and Potential Production with Improved Human Resources Productivity
Present Situation (projected 2003 data) Potential Situation
Minutes Discharges  Patient  ALS Proposed Patient ALS% Potential
[Patient Day* Days Mins / PDt Days Discharges
I. Med. 11.90 2,456 27,480 11.2 20 16,344  10.1 1,618
Surgery 45.66 3,140 26,940 8.6 20 61,500 7.3 8,425
OB-GYN 45.77 8,588 13,760 1.6 20 31,488 2.2 14,313
Paeds 25.38 2,112 19,904 94 20 25,254 7.8 3,238
Total - 16,296 88,084 5.4 - 134,586 n/a 27,593

Surgery includes the Eye Wing & Orthopaedics. Gynaecology & Obstetrics were added together.
Source: WinSIG 2003. 3 month data used to make 1 year projection.

"Minutes / patient day, assuming only half of paid physician hours.

Potential Discharge figures based on hypothesised 20 physician minutes per patient day.
“Benchmarks for Average Length of Stay/ ALS reported in 2002.

A similar exercise was conducted for out-patient services. The results showed that sufficient physician hours were available
but were not distributed as they should be which led to too many or too few hours being allocated to different areas.

A similar pattern was observed in RAND and in the community clinics.

Areas for Improvement: Human Resources - Physicians

Human resource allocation bears little relationship to the needs of the various specialties, indicating a need for more
analysis and planning in resource allocation.

A survey conducted in 1999 to review the physician manpower situation in the PHA recommended the following:*®
* Bahamian physicians should be encouraged to specialize in less popular medical fields such as psychiatry and
radiology
* An inventory of Bahamian physicians working or training abroad should be compiled to guide strategic human
resource planning
* The work culture of physicians practising in the public sector should be improved to enhance productivity and
efficiency.

28 Beneby GS. Physician Manpower Review in the Public Hospitals Authority, Dec. 1999
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Human Resources: Nurses

There is a perceived shortage of nurses in the public sector and the Government has experienced difficulty in recruiting
and retaining nurses. The Bahamas recruits nurses primarily from other Caribbean countries to supplement its nursing
ranks but the aggressive recruitment of nurses by the United States and Canada along with the compensation packages
and other incentives these countries are able to offer nurses is making it more difficult for The Bahamas to recruit
and retain nurses. A study conducted in 1995 on nursing manpower stressed the need for urgent nursing manpower
planning, recruitment (especially of male nurses), proper deployment of nurses, and in-service training of nurses to
improve the efficiency and effectiveness of nursing care.

Table 3.13 shows that in 2002, 744 registered nurses and 408 clinical nurses were employed in the public sector. The
analysis conducted for the National Costing Exercise suggests that there are sufficient nurses to meet the present demand
of in-patient and out-patient services, and that there is room for improved productivity. For example, at PMH the
present allocation of paid nursing hours for every patient day is 6 hours and 50 minutes, with an additional one hour
and 44 minutes of auxiliary nurse time, giving a total nursing time per patient day of over 8 hours. This time does not
include overtime hours paid. Nursing standards estimates for nursing time per patient per day ranges from 2 to 5.8
hours: the average time is 4 hours, especially for general wards such as the medical and surgical wards. The Nursing
Advisory Committee for the Nursing Manpower Projection to the Year 2000 concluded that each patient should
receive an estimated 4 hours of nursing care per day. If that standard is used, and considering that 78% of the paid time
is actually worked,?® on average there is an excess of 1.3 nursing hours per patient day. However, variations are observed
by service, and some services have less than the standard. A similar situation is found in the other institutions, including
the community clinics.

Table 3.13 Registered & Trained Clinical Nurses in the Public Sector, 1998-2002

Profession / Institution 1998 1999 2000 2001 2002
Registered Nurses’

Princess Margaret Hospital 360 325 381 339 345
Rand Memorial Hospital 90 66 93 99 104
Sandilands Rehabilitation Centre 84 65 105 105 108
Community Health Services 166 163 168 172 187
Total 700 619 747 715 744
Trained Clinical Nurses

Princess Margaret Hospital 235 233 246 218 203
Rand Memorial Hospital 56 61 62 63 63
Sandilands Rehabilitation Centre97 97 73 74 69 68
Community Health Services 64 78 82 79 74
Total 452 445 464 429 408

*  Registered Nurses include Staff Nurses and Nursing Officers of all grades.
Source: Hospitals and Health Care Facilities Licensing Board

29 Carter, Philabertha: Nursing Manpower Projection to the Year 2000, The Bahamas, 1995.
30 Carter determined that the average number of hours to be worked per year (taking out off duty days) is 1,623.5. This is equivalent to 78% of
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Areas for Improvement: Human Resources - Nurses

The information available suggests that there may not be a shortage of nurses but inadequate utilization and deployment
of nurses. There are several factors which contribute to the appearance of a nursing shortage - the inefficient organization
of the processes for patient care; the significant volume of non-nursing duties performed by nurses; the level of
involvement of registered nurses in clinical practice for nursing students; and the high rate of absenteeism due to a lack
of motivation and job dissatisfaction. A human resource study at PMH concluded that “increasing the numbers of staff
will not improve patient care significantly without major changes in the operation of the hospital and the administration/
supervision of nurses”.?!

Human Resources: Allied Health Professionals

As of June 2003, there were 486 allied health professionals registered by the Health Professions Council, 43% (211)
of whom were employed in the public sector, and 57% (275) of whom were working in the private sector (see Table

3.14).

Table 3.14 Distribution of Allied Health Professionals by Category of Staff

Professional Classification Public Private

Acupuncture Therapy - 5
Acupuncturist

Audiology and Speech Language 4 4
Audiologist (1)
Speech language pathologist (7)

Chiropody and Podiatry 2 2
Podiatrist (2)

Chiropractic Therapy - 11
Chiropractor (11)

Clinical Psychology 4 3

Clinical Psychologist (7)

Dietetics 9 5

Dietician (11)
Dietician/Nutritionist (2)
Dietary Technician (1)
Emergency Services Technology 45 28
Emergency services technician (64)
Intermediate (7)
Advance (2)
Medical Laboratory Technology 64 57
Technologist (105)
Technician (14)
Cytotechnologist (2)

31 Carver, Cynthia: A Baseline Study of Human Resource in the Health Care Sector Commonwealth of The Bahamas, 1994.
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Areas for Improvement: Human Resources Allied Health Professionals

As Table 3.14 demonstrates, there are many more pharmacists in the private sector (105) than there are in the public
sector (35) which serves a bigger population. This can largely be attributed to the higher salaries and employee benefits
offered in the private sector. The lack of pharmacists in the public sector has resulted in deficiencies in the provision of
pharmaceutical drugs in this sector.

Areas for Improvement: Overall Human Resources
* In the absence of institutional plans for expanding or adding services, it is difficult to analyze human resource
needs in the public health care system. Similarly, without a systematic evaluation of human resource needs and
current competencies of the public health care work force, it is difficult to identify gaps. Nevertheless, some areas
are recognized as problematic and require attention. It is generally accepted that the human resources currently
supporting radiology, oncology, neurology, neurosurgery, and invasive vascular service may not be sufficient.
Shortages also exist in some allied health professions within the public sector due to the superior salaries and
benefits available in the private sector. One example of this is the shortage of pharmacists. In other areas, it is not

Table 3.14 (continued)

Professional Classification Public Private

Occupational Therapy 4 5
Occupational Therapist (8)
Psychotherapist/Art Therapist (1)

Optometry - 15
Optometrist (12)
Optician (3)

Pharmacy 35 105

Pharmacist (134)
Pharmacy Technician (6)
Physiotherapy and Respiratory Therapy 20 12
Physiotherapist (29)
Physiotherapy Assistant (2)
Respiratory Therapist (1)
Radiography 25 22
Radiographer (39)
Radiographer/Ultra Sound Technician (1)
Ultra Sound Technician (4)
Nuclear Medicine Technician (2)
X-ray Technician (1)
Total 211 275

Source: Health Professions Council
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the number of staff available which is the problem, but rather the level of competency necessary to perform specific
functions in relation to patient care which is the challenge. Attractive compensation packages and improved
working conditions are required to attract and keep health care professionals, particularly nurses. A comprehensive
analysis of the work force is required urgently to facilitate the development of a human resource plan, a prerequisite
to making informed decisions regarding staffing. Any human resource plan developed should take into account the
expanded and additional health services that may be required by a NHI system.

Infrastructural, Equipment, and Technology Resources
Bed Complement: Public and Private Facilities

According to the analysis conducted during the National Costing Exercise, the public health sector has sufficient physical
capacity to increase the numbers of in-patients if required. To enable this to happen, the average length of stay at PMH
will have to be reduced. Sufficient bed capacity exists if the private and public health sectors are taken together (see Table
3.15). If there is no need to increase the actual utilization of in-patient services, the number of beds can be reduced
which will lead to reduced costs and will improve the overall efficiency of the health system. Additional beds will only
contribute to rising costs and increase inefficiency in the health system.

Table 3.15 Hospital Bed Availability and occupancy Rate, Public & Private Sector

# of Bed Occupy Rate

Year Type 1985 1990 2002 2002
Princess Margaret Hospital Acute 454 434 421 68.2%'
Sandilands Rehabilitation Centre Psychiatric 447 447 352 88.6%
Sandilands Rehabilitation Centre Geriatric 128 91.6%’
Rand Memorial Hospital Acute 74 82 83 58.1%'
Doctors Hospital Acute 22 72 72 36.6%"
Sunrise Medical Centre Obstetrics 0 0 10 n/a
New Beginnings Birthing &Surgical Centre Obstetrics 0 0 3 n/a
Total 1,011 1,051 1,069

2002 Rates - Medical Records Department PMH, SRC, RAND - Prepared by Public Hospitals Authority
T 2002 Rates - Doctors Hospital Statistics Prepared by Health Information & Research Unit, MoH

Laboratory and Blood Transfusion Services

Laboratory and blood transfusion services are available in the public and private sectors. There are 8 laboratory facilities
registered by the Health Facilities Board, 3 of which are in the public health sector. These laboratories perform a broad
range of tests and specialized testing is being expanded to include CD 4 and viral load. In the public sector, the laboratory
at PMH performs all tests required for PMH, SRC and the public health clinics, with the exception of the South Beach
Clinic which performs some tests. RAND laboratory performs general laboratory testing and purchases some specialized
tests from an off-shore laboratory. There are 3 blood banks in The Bahamas, 2 in the public sector and one in the private
sector. There is 100% screening coverage for infectious diseases and the blood supply is safe. Blood banks are supplied
with blood by voluntary or replacement donors. Blood banks do not purchase blood.
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Laboratory and blood transfusion services are important for the provision of quality health care and have therefore been
included as new programmatic areas in the Revised National Health Services Strategic Plan 2003-2004. The Bahamas is
currently participating in 2 regional projects through PAHO/WHO and Caribbean Epidemiology Centre (CAREC) to
strengthen these areas. The MoH conducted a laboratory strategic planning workshop in November 2002 and specific
areas for action were identified.

Other System Resources and Resource Development

The public health sector is equipped to provide comprehensive health care. High technology units and equipment are
concentrated in New Providence at public and private facilities. There are 3 dialysis units, one located at PMH, a private
unit in New Providence, and another private unit in Grand Bahama. There are 3 intensive care units, 2 in New Providence
and one in Grand Bahama. There is one neonatal intensive care unit located in PMH that serves the entire Bahamas.

During the period 1993-2001, physical upgrades and upgrades to existing technology and services occurred in the public
sector and new technology and services were introduced. The private wards, labour and deliver units and surgical suites
at PMH were refurbished in partnership with Physicians Alliance. The Neonatal Intensive Care Unit, which is a 15 bed
specialized unit for sick newborns, was also established. A Trauma Unit was created in the Accident and Emergency
Department and a Stat Laboratory Service was developed. Other notable advances included, but were not limited to, the
introduction of a new Dialysis Unit, the remodelling and expansion of on-site laboratories, and the relocation of other
laboratory services to a new off-site building. Technology upgrades and new services were introduced in the Radiology
Department and a pharmacy information system was introduced at PMH.

During this period improvements were also made to the infrastructure at SRC. The Community Counselling and
Assessment Centre was relocated and expanded, and a new Child and Adolescent Unit housed in the vacated space.

RAND received upgrades to its Accident and Emergency Department and its morgue. A new community clinic was also

established in Eight Mile Rock.

The Gambier, Ann’s Town, Coconut Grove and Balliou Hill Road Clinics were repaired and refurbished. In the Family
Islands, major renovations were made to clinics on Eleuthera, Cat Island, Exuma, Long Island, and Abaco.

There is only one trained biomedical technician at PMH. Pursuant to a technical cooperation agreement with Cuba which
was arranged by PAHO, The Bahamas obtained the services of 2 biomedical engineers and 2 biomedical technicians to
provide full time preventive maintenance at PMH, and at RAND and the community clinics as necessary.

Areas for Improvement: Infrastructure, Equipment and Technology Resources

e The lack of availability of some required equipment and technical problems experienced with equipment
oftentimes result in long waits for routine services. For example, the waiting time for a routine ultrasound is
one month. In 2002, the Radiology Department recorded 102 reports of faulty equipment. Most breakdowns
are related to portable X-ray machines, processors, and dark rooms. Since November 2002, there has been no
fluoroscopy service, and parts are no longer available for this machine. In order to improve efficiency and quality of
services appropriate equipment maintenance programmes must be implemented, additional equipment acquired,
and obsolete equipment replaced.

* A real-time automated information system should be implemented to save costs.

* A national laboratory should be established with clear responsibility for public health functions.

* Laboratory services should be decentralized to provide residents with greater access to basic laboratory testing. A
well structured quality improvement programme for these services should be implemented at the same time.

* A national blood policy and a national blood transfusion service should be established.
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Even though there are several automated information systems in the public health care institutions, particularly at the
hospital level, it is difficult to acquire statistical and financial data from these institutions. Consequently, management
is often left to make intuitive rather than informed decisions. When the WinSIG was implemented during the National
Costing Exercise, it clearly demonstrated that if appropriate information systems, be they manual or automated, were
in place, a series of basic managerial indicators could be obtained at a relatively low cost to support the decision making
process. Efforts to strengthen information systems at the institutional level must continue.

Fees and Charges: Public and Private Sectors

Pursuant to the Public Hospitals Authority Act 1998, the hospitals are allowed to set and charge fees for services with the
approval of the Minister of Health. The existing fee schedule was set in 1985. The PHA has not changed the fee structure
because in 1999 the Government decided to maintain the status quo.

In the public health care sector, fees are based on the cost of service and the extent to which the Government is prepared
to subsidize care. In 1985, the Government decided how much it would discount fees to make them affordable.

In the private sector user fees are determined by the various HCPs. There is a list of fees agreed upon by the Medical
Association of The Bahamas (MAB) but the list is not updated regularly.

As can be observed in Table 3.16, user fees are substantially higher in the private health sector.

Table 3.16 User Fees: Public and Private

Service PHA PRIVATE PMH DHHS
Private room $70° $340° $570
Semi-private (2 beds) $325¢ $495
Semi-private (3 -4 beds) $3207

Accident and Emergency $10-30* $85
Abdomen-Appendectomy - $2,150" $1,500
Eye-detached retina - $2,500
Hysterectomy, radical for cancer - ~$2,0007 $7,000
Caesarean Section - $3,350"

Goitre-removal of thyroid - $2,150" $4,500
Radical operation, including injection - ~$1,2507 $1,000

treatment-cure single hernia

Throat-Tonsillectomy and or adenoidectomy - $800° $2,900
Dialysis unit per treatment $620 Billed by PMH

Intensive Care Unit $100-340 Billed by PMH

Rand Memorial Hospital

¥ Includes $260 for Physicians Alliance and the balance for PMH.

#$10 for residents and $30 for non-residents.

" There are no fees established for surgical procedures. Public patients are charged for the use of the operating theatre at $125 the first hour +
$100 for each additional hour.

7 Includes charges for operating theatre and anaesthesia only. Does NOT include physician charges.
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User Charges: Public Health System

The current billing system in the public health sector is considered inefficient. The established fees are very low and
therefore do not allow for any substantial cost-recovery. Since the Government is committed to providing universal
access to health care regardless of clients’ ability to pay, it is difficult to enforce the collection of user fees. User fees are
not routinely charged to clients who are not exempt from paying. The percentage of the patients who pay their bills is
low (29% at PMH in 2002), and the total revenue received may not be sufficient to cover the cost of the infrastructure
and human resources necessary for collection purposes. More information about revenue and user charges is provided in

3.2.5 Health Care Financing and Funding.
Exemptions

Civil servants, including the uniformed services, indigent persons, children under 14 years, persons over 65 years and
expectant mothers are exempted from paying fees in the public facilities.

Successive governments have maintained that no person should be denied care in the public health care institutions
because of an inability to pay. No means tests are conducted to determine a person’s ability to pay; instead, reliance
is placed on the findings of the Health Social Services Unit and on the patients declaration concerning his financial
condition.

In 1985, the Government introduced a med-card system. The hospitals issued medical (ID) cards for indigent persons
based on the recommendations of community officials. The system was not effective as the screenings conducted by
community officials tended to be subjective and the information obtained from the applicants oftentimes could not be
verified. Additionally, when the system was first instituted, applicants identified as indigent were issued med-cards for
indefinite periods. Patients are now screened at the time of service and med-cards are only issued for limited periods,
with renewals being subject to further review. While this method removes many financial barriers to accessing health care
services, it is unreliable in terms of revenue management.

Areas for Improvement: Public Sector Fees and Charges
* The Government policy is that of universal access to health care, regardless of an individual’s ability to pay. This

policy does not specify the parameters of universal access and how it is to be financed.

* Some of the existing administrative practices and/or regulations may conflict with Government policy. For
example, the Government policy is that services for children under the age of 14 are free of charge, yet public
patients in the Neonatal Intensive Care Unit are being charged $400 per unit for Survanta . Private patients are
charged $600 per unit.*

* A policy review should be undertaken relative to user fees. An NHI system would define the financing mechanisms
for health care and the specific mechanisms for the new NHI system. No changes should be made in the amounts
and structure of user fees until decisions are taken regarding the NHI system.* Furthermore, modifications
in the structure of the fee schedule and charges should be subjected to a formal approval process prior to

implementation.*

32 PMH Cost of Critical Services, Task Force Report, 2003.
33 PMH Cost of Critical Services. Task Force Report, 2003.
34 The Bahamas Health Legislation establishes that only the Minister of Health is authorized to make changes in user fees and charges.
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* The uniformed services require special attention. They are part of a group health insurance plan the Government
pays more than $5 million per year for, yet they are also eligible for free services in the public health care sector.
Consequently, whenever a police officer uses the public health care system, the Government is in effect paying
double for that individual. Private health insurance companies do not reimburse the public health care system for
services to individuals who are exempt from paying.

User Charges: Private Sector

Nobody is exempt from paying user fees in the private health care system. The billing system allows fees to be collected
from all patients - either from the insurance companies or directly from the patient. In the main private hospital, low risk
patients with no insurance must pay a deposit of $500 and high risk patients with no insurance pay a $1,000 deposit.

Areas for Improvement: Private Sector Fees and Charges

* User fees are very high in the private health care sector resulting in reduced access to private services for uninsured
persons and those with limited payment capacity. The low occupancy rate of 36.6% in Doctors Hospital in 2002
supports this point. The high user fees may be related to high operational costs. However, there is no information
available to determine the factors influencing high costs or user fees. Further analysis on cost of services in the
private sector is provided later in this chapter.

* User fees in the private sector are unregulated. A regulatory framework needs to be implemented to safeguard the
rights of the population to quality and affordable health care. This framework should take into consideration both
the cost of service provision and a profit margin that will be acceptable to HCPs and to clients.

Current Utilization Statistics

Health Coverage by Public Hospitals and Community Clinics

On average, the health coverage of the public sector seems to be adequate, with a concentration index of 6.9 patient
discharges per 100 population and 2.6 out-patient visits per 100. However, differences can be observed among New
Providence, Grand Bahama and the Family Islands and between health facilities. Tables 3.17 and 3.18 show production
and coverage of health services in the public health system.

Table 3.17 Production and Coverage of Patient Discharges, 2003 Projected

PMH* SRCt Randt Total
Discharges 14,048 1,236 5,652 20,936
Population 303,611 303,611 46,994 303,611
Concentration Index¥ 4.63 0.41 12.03 6.90

Source: 1 year projection with WinSIG three month (*) and one month (1) data.
} Concentration Index = (Discharges) / (Population / 100)

50



Table 3.18 Production and Coverage of Outpatient Services, 2003 Projected

PMH* SRCt GBHSt Total New Family ~ Total Com. Total
Providence® Islands* Clinics
OP Visits 128,212 3,168 125,484 256,864 384,557 143,696 528,253 785,117
Population 303,611 303,611 46,994 303,611 210,832 45,785 256,617 303,611
Clz 0.42 0.01 2.67 0.85 1.82 3.14 2.06 2.59

Notes: GBHS Community Clinics generate 43% of outpatent visits; 57% of visits at PMH and RAND are from Emergency;
“Family Islands” does not include Grand Bahama Public Clinics, which are integrated into the GBHS; New Providence refers only to Public
Clinic Out Patient visits in New Providence (PMH / SRC OP visits are listed separately).

Source: 1 year projection with WinSIG three month (*) and one month (1) data.
1 Concentration Index = (Discharges) / (Population / 100)

Table 3.19 provides utilization data for the 3 public hospitals, one private hospital and the public primary care
facilities.

Table 3.19 Utilization Statistics for Major Public & Private Hospitals, 2002

Year #Beds Occupancy Inpatient Patient ALS
Rate Discharges Days

Princess Margaret Hospital*: 421 68.2% 15,653 104,819 6.7
Medicine (Chest, Medical I/II, Private Medical) 132 75.0% 3,566 36,138 10.1
Surgery (Eye, Surgical, Ortho, ICU, Private Surg) 107 76.0%% 3,870 29,666 7.7
OB/GYN (Gynaecology, Obstetrics) 54 60.3% 5,498 11,893 2.2
Paediatrics (S.C.B.U., N.I.C.U, Children’s Ward) 128 58.1%% 2,719 27,122 10.0
Sandilands Rehab. Centre-Psychiatric*: 352 88.6% 1,170 113,895 97.3
Adult Psychiatry 211 97.3% 673 74,963 111.4
Child Mental Health 65 93.6% 157 22,216 141.5
Substance Abuse 76 60.3% 340 16,716 49.2
Sandilands Rehab. Centre-Geriatric* 128 91.6% 42 43,609 1,018.7
Rand Memorial Hospital*: 83 58.1% 4,673 17,597 3.8
Medicine (Medical) 19 62.9 993 4,363 4.4
Surgery (Surgical, ICU) 18 56.2% 1,021 3,692 3.6
OB / GYN (Gynaecology, Obstetrics) 19 58.2 1,598 4,037 2.5
Paediatrics (N.I.C.U., Children’s Ward) 17 62.8F 810 3,173 3.9
Psychiatry 10 63.9 251 2,332 9.3
Doctors Hospital 72 36.6% 3,473 9,592 2.8
Total 1069 n/a 25,011 289,512 n/a
* Statistical Digest: Hospital Services; Planning & Evaluation Unit, Other Surgical Wards 90.3%

Public Hospitals Authority; Bahamas; May 2003. PMH Paediatrics Occupancy Rates by Unit:
T Doctor’s Hospital Statistics Prepared by Health Information & Special Care Baby Unit (SCBU) 51.6%

Research Unit, MoH Neonatal Intensive Care Unit (N.I.C.U.) 83.8%
¥ PMH Surgery Occupancy Rates by Unit: Rand Surgery Occupancy Rates by Unit:

Intensive Care Unit (I.C.U.) 90.7% Intensive Care Unit (I.C.U.) 63.7%

Eye Wing 54.1% Rand Paediatrics Occupancy Rates by Unit:

Private Surgical 74.1% Neonatal Intensive Care Unit (N.I.C.U.) 23.1%

Male Ortho 62.2%
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Utilization at Princess Margaret Hospital

Average occupancy rate (OR) was 68.2% in 2002 and the average length of stay (ALS) was 6.7 days. The average OR
in the surgical area was estimated at 105.7% in 2003. There is an inverse relationship between OR and ALS. In 2003,
internal medicine had an OR of 97.0%, and an ALS of 11.19 days. The high ALS is attributable to those patients who
stay in hospital longer than 30 days, and this is usually due to the fact that they need custodial care and there are no
long-term care facilities available. This is particularly relevant for patients from the Family Islands. For example, between
1996-2000, approximately 1.7% (66) of the patients discharged with a malignant neoplasm diagnosis and 2.4% (92) of
babies discharged with a neonatal pathology diagnosis had lengths of stay (LOS) higher than 30 days. Patients with LOS
higher than 30 days sometimes stay in hospital up to 1,000 days or more. The utilization pattern at PMH suggests that
there is room for improvement in efficiency.

Table 3.20 illustrates that if the ALS is decreased, the opportunities for bed utilization will increase.

Table 3.20 PMH Actual and Potential Production with Improved Efficiency
Present Situation
Projected 2003 data) Situation with Improved OR & ALS
Discharges Patient OR ALS ALS Beds OR ALSt  Inpatients
Days Standardst

I. Med. 2,736 30,092 97.0% 11.19 5-7 90 90.0%  10.1 2,927
Surgery 4,164 31,244 105.7%  8.99 5-7 101 90.0% 7.3 4,545
OB-GYN 1,917 4,004 77.%  2.50 2.5-3 54 90.0% 2.2 8,063
Paeds 2,112 19,904 60.1%  5.00 3-5 90 90.0% 7.8 3,790
Total 10,929 85,244 n/a n/a n/a 335 n/a n/a 19,326

Surgery includes the Eye Wing & Orthopaedics. Gynaecology & Obstetrics were added together.
Source: WinSIG Methodology and PHA data projected to 1 year.

T Recognised ALS standards.

1 Improved Average Length of Stay estimates using ALS reported by PMH in 2002.

PMH provides tertiary level acute care and care for chronic conditions. This poses a challenge to clinical specialization
which is necessary for efficiency in hospital care. The result is that some primary and secondary needs are treated with
costly tertiary level resources.

Areas for Improvement: Princess Margaret Hospital

If PMH it is to serve as a tertiary level acute care general hospital, some long term services currently available at this
hospital should be provided elsewhere. It is important that resources for tertiary care are only used for this purpose.
Appropriate resources for primary and secondary level care should be available for long term care and access to tertiary
care from primary and secondary care should be through the referral system.

PMH should allocate resources by specialties. Presently, patients are allocated according to the availability of beds. The
result is that patients with different needs are grouped together which is costly, leads to the inefficient use of resources
and negatively affects quality of care. The same conclusion was reached by the Redevelopment Project for PMH and
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RAND which was submitted in January 2002. It projected that at PMH “increased utilization and the decreased length
of stay will allow us to admit 26% more patients. In addition, the move to 50% day surgery will allow us to treat almost
3,000 more surgical patients”.

The introduction of a Step-Down or Intermediate Care Unit (IMCU) would reduce the ALS in the ICU and reduce

the total cost of care.®

A number of analyses have been conducted by the PHA to identify areas which need to be improved within the hospital
system, including specific areas at PMH. Those areas are detailed in 4.3 Health System Strengthening Project.
Utilization at Rand Memorial Hospital

The ALS at RAND is relatively low, only 3.04 days (see Table 3.21). The low ALS may indicate that patients are being
admitted to hospital unnecessarily. The OR is also low, which suggests that the hospital may be too big for the existing
demand in Grand Bahama.

Table 3.21 Utilization at Rand memorial Hospital

Service OR ALS
Medicine 63.84 4.13
Psychiatry 25.54 5.94
Oral Surgery 60.85 2.94
Obstetrics 55.74 2.40
Paediatrics 30.11 2.60
Total 51.25 3.04

Areas for Improvement: Rand Memorial Hospital
* RAND has expanded beyond current demand of its assigned population. Some of the resources now allocated for
in-patient care might be better used for preventive and primary care.
* Thelow ALS may indicate a pattern of unnecessary hospitalizations. An analysis should be conducted to determine
whether this is in fact the case.
* One way to use the extra capacity RAND has is for referrals to be made from neighbouring Family Islands to
Grand Bahama.

Utilization at Sandilands Rehabilitation Centre

The utilization pattern at SRC is shown in Table 3.22 The OR in the adult psychiatry service is more than 100% and
93% in the geriatrics service, but the OR in the remaining two services is low - 65% in the substance abuse service and
57% in the alcoholic rehabilitation service. The ALS at SRC is 124.3 days with marked variations among the various
services. The geriatrics service has the highest ALS (1,190 days).

35 PMH ICU Annual Report, 2003. Dr. Weech.
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Table 3.22 Sandilands: Production, Productivity and Cost, June 2003

Production Costs Bed Utilisation
Unit Volume Service Unit OR ALS Beds
Adult Psychiatry Discharge 56 $689,697 $12,316 105.04 118.73 211
Patient-Day 6,649 $104
Substance Abuse Discharge 34 $208,460 $6,131 64.65 43.35 76
Patient-Day 1,474 $141
Geriatrics Discharge 3 $384,131  $128,044 92.97 1,190.00 128
Patient-Day 3,570 $108
Robert Smith Ward Discharge 10 $183,323 $18,332 57.03 111.20 65
(Alcoholics Rehab.)
Patient-Day 1,112 $165
Subtotal Discharge 103 $1,465,611  $14,229 88.92 12432 480

Source: WinSIG 2003.

The analysis of the ALS by specific wards shows that the ALS far exceeds the expected ALS. In the psychiatry services,
the ALS varies from 1 to 4 months in the acute wards, while higher ALS (20-106 months) was reported in the chronic
wards. The expected ALS in these services ranges from 1.5 to 2 months. In the case of the geriatric services, the analysis
of the ALS by specific wards shows variations from 35 to 68 months. The expected ALS for acute geriatric services is
approximately 15-20 days.

SRC is the tertiary level institution for the provision of psychiatry, geriatric, and rehabilitation services and, under
normal circumstances, shorter ALS is expected. Utilization statistics show that SRC provides secondary and tertiary level
geriatric and psychiatry care and functions as a residential facility. It provides boarding facilities for older persons and for
mental patients, specialized psychiatry care and specialized geriatric care. While resources are budgeted for secondary and
tertiary levels specialized care, some of the resources are used to provide other basic services which result in compromised
specialization and efficiency.

Areas for Improvement: Sandilands Rehabilitation Centre

Three services are provided at SRC geriatrics, boarding for older people, and mental health which make operations
more complex than they should be. Tertiary level resources are allocated to these services which results in inefficiencies.
Because of budgetary constraints and limited human resources, SRC is not able to adequately develop preventive services
and community based services. If community based preventive services were available, the OR and the ASL for acute
patients would decrease and chronic patients could be integrated into the community. There are only 2 out-patient
mental health services. They are located at Market Street and at Ann’s Town Clinic and are staffed part-time by SRC
personnel. Primary level care for mental health and geriatric care is not an integral part of the services provided by the
community clinics; since this type of care is needed, SRC has progressively tried to provide this care. If these services are
to be provided at the primary care level, they should be available at the various clinics and resources should be allocated

for additional staff.
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Utilization in the Community Clinics (Department of Public Health)

Seventy-four percent of all out-patient visits take place at the community clinics. Table 3.23 shows 558,253 projected
out-patient visits for 2003. Approximately 72% of out-patient services were provided in New Providence.

An analysis of visits to the General Practice Clinic at PMH indicated that in 2002 there were 43,189 out-patient visits.
Of this number, 3,607 (8.4%) were made by Hatians.

Table 3.23 Present and Potential Production in the Community Clinics

Island Present Visits Potential Visits
Abaco 29,084 89,617
Acklins 2,216 3,584
Crooked Island 1,440 5,056
Andros 36,300 83,822
Berry Islands 2,120 4,736
Biminis 7,816 16,020
Cat Island 3,860 17,872
Eleuthera 30,976 35,200
Exuma 7,672 13,120
Ragged Island 616 3,840
Inagua 5,104 9,104
Mayaguana 3,104 7,728
Long Island 11,780 46,864
San Salvador 4,712 11,136
Family Islands Total 143,696 304,768
New Providence 384,557 674,790
Total 558,253 979,558

Source: WinSIG 1 year projection based on 3 month data, 2003

Areas for Improvement: Community Clinics

The results of the WinSIG exercise show that the community clinics can handle more visits than they do now. With the
hypothesis of efficiency utilized for the WinSIG exercise, the community clinics could handle 979,558 visits. There is a
need for the community clinics to expand to include services such as mental health and geriatric services at the primary
care level and to increase activities related to community health, disease prevention, health promotion, and home care.
Expanded and improved primary care services will in turn reduce the demand for in-patient care, and therefore improve
overall efficiency of the health system.

Quality Assurance

The development and implementation of standards of care and quality assurance is one of the challenges facing the
health system. Several initiatives have been undertaken by specific services, and management protocols have been drafted,
revised and/or implemented. Some of the specialities which have done work in this area are Maternal and Perinatal Care,
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Diabetes, Child Abuse, HIV/AIDS, STI, TB. These protocols have been implemented in the public sector. The MoH
does not have a well developed quality assurance programme so it is difficult to assess the level of compliance of HCPs,
even in the public sector. At the institutional level, there are limited written protocols for patient care or mechanisms for
enforcing standards. The Health Facilities Board is developing regulations on quality assurance and on the licensing of
health facilities. Quality assurance is recognized as a gap in the health care system, and is one of the priority areas in the
Revised National Health Services Strategic Plan 2003-2004.

Regulations for Health Facilities and Health Care Providers

During 1998-2000, three Acts related to health care (The Health Professions Act (1998), the Public Hospitals Authority
Act (1999) and the Hospitals and Health Care Facilities Act (1998)) were passed and one (The Health Services Act) was
amended.

The Health Services Act, enacted in 1914, contains basic regulatory guidelines for hospitals and on public health issues.
The amendment to the Act in 1998 empowered the Minister of Health to close a health care facility if the CMO
determined that the facility was operating in a manner which might be detrimental to the general public. If a facility is
closed it cannot conduct business again until the Minister is satisfied that it has complied with all MoH conditions and
guidelines.

The Health Professions and the Hospitals and Health Facilities Acts detail how health professionals, support staff and
health care facilities are to be monitored and regulated. The Health Professions Act enables the MoH to establish a
council to regulate the medical, nursing, dental and pharmacy professionals. It also sets out guidelines and prerequisites
for registration which individuals must meet to legally practice in these disciplines.

The Hospitals and Health Care Facilities Act empowers the MoH to create a board to oversee the licensing of health care
facilities on behalf of the MoH. The Act empowers the board to regulate and inspect hospitals and health care facilities
as well as to investigate matters pertaining to management, diagnosis and treatment.

The regulation of the health sector is achieved through health councils, namely, the Medical Council which regulates
medical practice, the Dental Council which regulates dental practice, and the Nursing Council which regulates nursing
practice, and through health boards.

A number of health facilities’ inspectors are in place to assess if a health facility meets the criteria for licensing,.

Areas for Improvement: Quality Assurance — Regulations for Health Facilities and Providers

The agencies responsible for enforcing health laws must be provided with adequate human resources and infrastructure
to perform their functions. Specific regulations and procedures need to be drafted and standards and mechanisms for
monitoring and or accrediting health facilities developed. Private institutions will be required to routinely provide
information the regulators will need to perform their duties.

3.2.4 Socioeconomic Environment

In order to understand the main economic challenges The Bahamas would face in introducing a universal health
insurance plan, it is necessary to examine the country’s existing tax base. The Bahamas successfully competes globally
in tourism and financial services and yet remains a nation with no income taxes. Other small island nations such as
Guernsey, Jersey, Isle of Mann, Bermuda and the British Virgin Islands, The Bahamas’ competitors in financial services,
all levy payroll taxes on residents which range from 6% in Bermuda to 20% in Guernsey and Jersey.
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The Bahamas has done well without having to resort to the introduction of direct taxes. It remains a relatively prosperous
nation (see Table 3.26), where gross and net pay are equal except for a small deduction for national insurance.

Table 3.26 Basic Economic Indicators

Indicator 1999 2000 2001
GDP per capita ($B)* $15,325 $16,205 $16, 694
GDP ($B)t $4,575,000,000 $4,880,000,000 $4,950,000,000
Change in Real GDP# 5.9% 4.9% -2.0%
Annual Rate of Inflationt 1.3% 1.6% 2.0%

*  Annual Report of the Chief Medical Officer, M. Dahl-Regis, Nassau Bahamas, April 2002.
T World Bank Website, devdata.worldbank.org/data-query/. Accessed 2/7/03.
f Central Bank of The Bahamas Website, www.bahamascentralbank.com. Accessed 2/7/03.

The main problem The Bahamas faces is that its primarily consumption based tax structure, dependent on customs
duties, will soon not be able to meet the health care needs and expectations of its population. The population has
already surpassed the Government’s ability to raise sufficient revenue for recurrent and capital expenditure from current
sources of revenue, and it continues to grow. Under the current taxation structure the Government cannot continue to
fund infrastructural development on more than 26 islands. In fact, the size of the national debt is due in part to deficit
spending over the past 20 years for recurrent expenditure.

Decisions the Government must make about the tax structure of The Bahamas are being shaped by international
organizations such as the World Trade Organisation (WTO) and the Free Trade Area of the Americas (FTAA) which
insist on removing all barriers to free trade. If the Government is no longer able to collect customs duties, the amount
of revenue it collects will be dramatically reduced. Alternative ways of collecting revenues will therefore have to be
introduced to offset this. Since it is generally felt that the imposition of direct taxation on the working population may
not be palatable at this time, the Government must determine how it will continue to finance health care now and in
the future.

Most developed nations have comprehensive national health insurance systems to ensure the good health of their
residents. Many developing nations have also introduced national health insurance systems which are funded by direct
levies on residents (see Annex 2). In the region, government legislated health financing exists in countries such as Aruba,
Antigua, Barbados, Costa Rica and Bermuda. The population of Barbados (260,000 people) is similar to that of The
Bahamas and, like The Bahamas, its principal industries are financial services and tourism. Barbados, however, has
income taxes up to 40%, corporate taxes, national health insurance levies and customs duties of up to 200% in some
cases. The Bahamas has no income or corporate taxes.

In 2000, the Department of Statistics categorized 27,700 individuals as indigent (approximately 9% of the total
population) (see Table 3.25), and 10.8% of the workforce was unemployed as of May 2003. It can be estimated,
therefore, that between 10 - 20% of the population would need to receive subsidies from the Government with regards
to their NHI contributions. These individuals currently receive most of their care through the public health care system,
and are eligible for government assistance for medical care.
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Table 3.25 Selected Employment Statistics & Employed Population, By Sector*

Male Female Total

n % n % n %
Total Employed Population 77,209 100 69,997 100 147,206 100
Agriculture 2,034 2.6 444 0.6 2,478 1.7
Fishing 2,454 3.2 126 0.2 2,580 1.8
Mining 365 0.5 047 0.1 412 0.3
Manufacturing 3,903 5.1 2,205 3.2 6,108 4.1
Electricity, Gas & Water 1,462 1.9 351 0.5 1,813 1.2
Construction 16,136 209 844 1.2 16,980 11.5
Wholesale, Retail, Repair 10,333 13.4 11,311 16.2 21,644 14.7
Hotels & Restaurants 10,749 13.9 14,515 20.7 25,264 17.2
Transport, Storage, Communication 7,131 9.2 3,645 5.2 10,776 7.3
Financial intermediation 2,367 3.1 5,922 8.5 8,289 5.6
Real estate 3,972 5.1 3,639 5.2 7,611 5.2
Public Administration 6,761 8.8 6,308 9 13,069 8.9
Education 1,705 2.2 6,923 9.9 8,628 5.9
Health & Social Work 1,255 1.6 4,189 6 5,444 3.7
Other Community Services 3,793 4.9 4,706 6.7 8,499 5.8
Private Households 2,288 3 4,457 6.4 6,745 4.6
Extra-territorial organisations 169 0.2 145 0.2 314 0.2
Not stated 332 0.4 220 0.3 552 0.4
Economically active population 81,004 73,392 154,396
(>15YOA)
Unemployment (2001) 11,365
Unemployment Rate (2001) 6.9%
Indigent population 13,064 14,635 27,700
* Census 2000.

Another socio-economic challenge to the implementation of a NHI system is the high level of consumer debt in
The Bahamas. In October 2003, the Fidelity Forum reported, using Central Bank of The Bahamas statistics, that the
consumer debt burden as a percentage of GDP totalled 29% (2002), with each employed person being responsible
for $9,100 of the country’s $1.4 billion in consumer debt. It also reported that Bahamians have a very high “average
propensity to consume”. The resulting average lower take home pay may make it difficult for some workers to meet their
contribution requirements for NHI. On the other hand, the high level of consumer debt indicates that Bahamians have
an increased chance of incurring financial distress if faced with high medical expenses.

Due to the relative prosperity of Bahamians, the lack of any direct form of taxation, and the fact that a significant portion
of the population already pays some form of private health insurance, there appears to be an existing capacity for the
introduction of a NHI system that would be funded by the residents of The Bahamas, employers and the Government.
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Salient Points Impacting Recommendations

* The rapid expansion of the population has resulted in The Bahamas out-growing its tax base. There is not sufficient
public financing available to meet population health needs.

* International economic agreements have the potential to substantially change the financing of the Government.
These changes will necessarily impact the implementation of a NHI system.

* As detailed in 3.2.5 Health care Financing and Funding, over 50% of the population purchases private health
insurance. That percentage increases with income level, suggesting that a primary reason for non-purchase is
insufficient income. This data suggests that there is a general acceptance by Bahamians to pre-pay for health care
services.

* The high level of consumer debt will affect people’s ability to contribute to a NHI system. Analyses must be
conducted to examine the impact of consumer debt on a NHI system.

* The high level of consumer debt also indicates that Bahamians are currently at a greater risk for financial distress
when they are faced with high medical expenses.

* The current levels of indigence and unemployment indicate that between 10 - 20% of the population will need
financial assistance from the Government to meet their NHI contributions. In order to reduce Government
subsidies to health care, ministries will have to co-operate in implementing poverty reduction strategies and
increasing educational and employment levels.

3.2.5 Health Care Financing and Funding

Funds flow through a health care system in the following ways:

1. Financing: Raising or collecting the revenue to pay for the operation of the system from individuals, groups and
firms;
2. Funding;: Allocating the revenues to alternative activities within the health care sector, usually through budgets

or payments to public, not-for-profit or for-profit institutions, firms and providers; and

3. Remuneration: Compensating individuals employed in the health care sector for their labour.

This section focuses primarily on the current financing and funding mechanisms in the health care system, and issues
which arise from those mechanisms.

There are 5 principal mechanisms through which health care is financed:
1. Public Financing
2. Private Health Insurance
3. User Fees
4. Social Health Insurance
5. External Sources.

Each of these mechanisms varies in terms of its equity, efficiency, sustainability and stability and each has a different
impact on the health system’s capacity for improvement and the population’s access to care. A summary of each
mechanism’s advantages and disadvantages is outlined in Table 3.49 in 3.8 Consideration of Alternative Health Care
Financing Mechanisms.

In 2001, $343 million was spent on health care. That care was mainly financed through public financing, private health
insurance and user fees. Social health insurance currently exists only through the industrial injury component of the NIB
and The Bahamas receives only minimal financing for health care from external sources. Table 3.26 shows the breakdown
of that financing.
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Table 3.26 Health Care Financing Mechanisms in The Bahamas, 2001

Mechanism Total Financing % of Total Financing
Public Financing $163,800,000 48%
Private Health Insurance $102,300,000 30 %
User Fees $ 70,300,000 21%
Social Health Insurance (NIB) $ 3,600,000 1%
External Sources* $1,000,000 <1%
Other $2,000,000 <1%
Total $343,000,000 100%

* Estimate.

The WHO’s “The World Health Report 2000 Health Systems: Improving Performance” presented an index of the
performance of health systems based on 3 identified goals:

* good health,

* responsiveness to the expectations of the population, and

* fairness of financial contribution.

From among 191 member states, The Bahamas ranked 64th in health system performance, with the strongest component
of its system being in the area of responsiveness. The Bahamas ranked 139th in fairness in financing. It has been suggested
that the WHO methodology defines fairness too narrowly, and the data used to analyze The Bahamas may have been
incomplete, leading to an inaccurate ranking. However, at the moment it is the only available validated indicator of
equity in financing of The Bahamas health care system, and it points to a need for improvements in that area.

The data from the recently performed LCS can be used to create informal indicators of equity or fairness in health care
financing. The data show concerns regarding the issue of equity across income, not across health status. Figure 3.6 shows
that there is no statistically significant difference in the ratio across income levels, indicating a high level of fairness in
financing across income levels. Figure 3.7 shows that there is no statistically significant difference in the ratio of total
out-of-pocket health expenditure to total discretionary expenditure among different income levels.

While these data neither address the issue of equity across health status, nor horizontal equity within the economic
categories,™ they do indicate that, at the national level, the current system is fairly adept at insuring the poor are not
unduly burdened with financing their health care. However, the current level of equity would be compromised if user
fees were agressively implemented without the creation of a safety net.

This analysis does not adequately take into account those low to medium income houscholds over burdened with
extremely high health expenditures. Additionally, the results may be partly due to the large number of people who do not
pay their user fees within the public system, but would do so if compliance were enforced rigorously.

Finally, these data do not have any implications regarding equity in access to care. The equity in financial burden could
be indicative of either under utilization by the poor, or over utilization by the rich.

36 Horizontal Equity implies that any household with a total expenditure of $20,000 will spend the same percentage of its expenditures on health
care, as all other households with total expenditures of $20,000. Vertical Equity, which is what is addressed in this analysis, indicates that a
houschold with total expenditures of $30,000 will spend the same percentage of its expenditures on health as a household with $10,000 in total
expenditures.
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Figure 3.6 Total Health Expenditures as a % of Total Discretionary Expenditures
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Figure 3.7 Out-of-pocket Health Expenditures as % of Total Discretionary Expenditures
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The 1984 Working Party stated that the total health expenditures for the country in 1985 was approximately $147
million (see Table 3.27): $62 million (42%) was financed by the Government, approximately $19 million (13%) was
financed through private health insurance, and more than $65 million, or almost 45% of health care, was financed
through external sources, user fees and NIB benefits. In 2001, less than 25% of health care was financed through external
sources, user fees and NIB benefits. Over the last 20 years, there has been a substantial growth (an increase of more than
125%) in the amount of health care financed through private health insurance, and a modest increase in the amount
of health care being financed by the Government. Since user fees are the least equitable, and external sources the least
stable, of financing mechanisms, it can be concluded that over the last 20 years The Bahamas has improved in the overall
composition of its health care financing.
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Table 3.27 Summary Health Financing Statistics

Indicator 1984 /1985 2001
Total Health Expenditure $147,000,000+ $342,972,000
Total Health Expenditure as % of GDP 6.5%% 6.9%
Per capita Total Health Expenditure $630% $1,130
Total Public Expenditure* 391,280,0007F $1,118,569,000
Total Public Expenditure (Recurrent & Capital) as % of GDP 17.3%¥ 22.5%
Total Public Health Expendituret 56,260,000 $163,781,000
Total Public Health Expenditure as % of Total Public Expenditure 14.4%t 14.6%
Total Public Health Expenditure as % of GDP 2.5%F 3.3%
Per capita Total Public Health Expenditure $2477 $539
Out-of-pocket Expenditure as % Total Household Consumption n/a 4.0%

*  Estimation of CY derived from FY figures. T 1984 data. 1985 data.

It should be noted that the 2001 Public Health Spending figures reflect total health spending by the Government, whereas the 1984 / 85 reflect

only spending by the Ministry of Health.

Figures 3.8, 3.9 and 3.10 show how The Bahamas compares to selected OECD countries with regards to various health
spending indicators. In terms of the composition of its financing mechanisms, The Bahamas compares most closely to
the United States. Interestingly, although the United States allocated 23% of its public budget to fund health care in
2001 (as compared to 13% by France and 15% by both the United Kingdom and Canada) 15% of Americans were

uninsured for all of 2002.

Figure 3.8 Health Financing Mechanisms and Total Per Capita Health Spending
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Figure 3.9 Health Financing Mechanisms and Total Per Capita Health Spending
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Public Financing

As shown in Table 3.28, public financing by the Government (through indirect taxes) is the principal mechanism by
which health care is financed. All Government revenues are pooled into the Consolidated Fund (see Annex 3 for the
primary sources of Government revenue), and then allocated to the various Government ministries and agencies.

Table 3.28 Total Public Health Expenditures, July 15t 1998 — June 30™ 2002

1999 - 2000* 2000 - 2001* 2001 - 2002* %

Recurrent Expenditures:

Min. Pub. Serv. & Cult. Aff’s $4,887,206 $6,685,895 $5,532,939 3.3%
Prisons Dept. $47,424 $37,207 $70,740 <0.1%
Ministry of Foreign Affairs $810,672 $771,282 $687,773 0.4%
Office of the Prime Minister $203 $203 $82 <0.1%
B.L.S. $21,310 $19,391 $23,658 <0.1%
Royal Bahamas Police Force $44,438 $72,112 $28,683 <0.1%
RBDF $46,832 $34,661 $36,012 <0.1%
Ministry of Works & Utilities $0 $477 $100 <0.1%
Dept. of Education $148,052 $145,363 $161,157 0.1%
Simpson Penn Centre $436 $559 $0 <0.1%
Willie Mae Pratt Centre $319 $460 $334 <0.1%
Min. of Social Services $263,847 $261,351 $215,491 0.1%
Dept. Social Services(Estimate)$ $2,673,512 $2,588,674 $2,546,291 1.5%
Port Dept. $410 $919 $463 <0.1%
Min. of Ag, Fish, Local Govt. $645 $0 $0 <0.1%
Dept. of Agriculture $14,258 $2,476 $3,621 <0.1%
Dept. of Fisheries $125 $0 $1,182 <0.1%
Ministry of Health $7,019,854 $6,951,635 $7,734,602 4.6%
Public Hospitals Authority $93,134,341 $99,155,785 $99,824,691 59.8%
Dept. Enviro Health Services $18,852,400 $19,620,608 $21,016,763 12.6%
Dept. Public Health $13,619,433 $15,847,895 $18,686,943 11.2%
Sub-Total Recurrent $141,585,717 $152,196,953 $156,571,525 93.9%
Capital Expenditures:

Ministry of Health $1,262,484 $1,631,039 $508,588 0.3%
Public Hospitals Authority $4,660,000 $6,035,758 $4,007,000 2.4%
Dept. Enviro Health Services $490,776 $789,329 $5,725,415 3.4%
Ministry of Social Services $8,488 $95,726 $0 <0.1%
Sub-Total Capital $6,421,748 $8,551,852 $10,241,003 6.1%
Total Public Health Expenditures $148,007,465 $160,748,804 $166,812,528 100.0%

*  The Commonwealth of The Bahamas 2001/2002 & 2003/2004 Draft Estimates of Revenue & Expenditure (Recurrent & Capital); Ministry

of Finance, Nassau, Bahamas.
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Ministry of Health

The MoH, as an administrative body, received a total of $8,200,000 in funding for fiscal year 2001/2002. Table 3.29
shows the principal areas in which that money was spent. The MoH does not collect any revenue.

Table 3.29 Expenditures, Ministry of Health

Expenditure Category 2000/2001 2001/2002
Salaries & Wages $4,968,442 $5,233,100
National Insurance Board Contributions $133,462 $135,748
Allowances $39,180 $28,101
Travel And Subsistence $161,183 $85,152
Transportation of Things $1,411 $31
Rent, Communication & Utilities $242.481 $294,169
Printing & Reproduction $128,529 $196,956
Other Contractual Services $396,761 $537,361
Supplies & Materials $104,653 $459,266
Acquisition, Construction & Improvement of Capital Assets $20,434 $9,211
Repairs, Maintenance & Upkeep of Capital Assets $85,337 $59,592
Bahamas National Pride Association $20,000 $19,600
Bahamas Diabetic Association $400 $3,920
Al Saints Hospice $5,000 $4,900
Bahamas Cancer Society $5,000 $4,900
Bahamas Association for the Physically Disabled $5,000 $4,900
National Drug Council $100,000 $98,000
Family Planning $236,901 $186,177
Establishment of Licensing Board $20,000 $34,556
Health Professional Council $59,000 $63,320
Surveillance Programme (Disease Control) $39,200 $342
Nursing Council $5,000 $9,800
Contribution For Joint Services $20,661 $15,500
Aids Treatment & Testing $150,000 $250,000
Capital Expenditures $1,631,039 $508,588
Total Expenditures $8,582,674 $8,243,190

Public Hospitals Authority

As described in 3.2.3 The Health Care System in The Bahamas, the PHA is the organization responsible for the 3 public
hospitals: PMH, SRC and RAND. It is also responsible for Emergency Medical Services, the BNDA and the MMD.

The PHA is funded primarily through the Consolidated Fund, but it also retains all revenue received for services
performed at the 3 hospitals. In fiscal year 1999/2000, the PHA received a total of $97.8 million from the Government.
In addition, it collected $4.6 million in revenue: $4,391,982 from patient service revenue, $118,356 as its share of
earnings from Physicians Alliance, and $69,180 from other sources of income.
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The PHA's total expenditure in 2001/2002 was $114.8 million as shown in Figure 3.11 and Table 3.30.

Figure 3.11 Public Hospitals Authority Expenditures, 2001-2002

PMH
54%

SRC
15%

Total Expenditure=$114,719,312

Table 3.30 Expenditures, Public Hospitals Authority*

Expenditures 1999/2000 2000/2001 2001/2002

Personal Emoluments $64,460,647 $72,052,453 $76,408,190
Drugs & Vaccines — pharmaceutical $6,583,129 $7,512,493 $7,082,707
Medical & Surgical Supplies $5,689,778 $5,376,774 $5,387,700
Depreciation $3,024,690 $4,353,644 $4,818,077
Operation of Facilities $2,897,505 $3,239,339 $3,390,724
Utilities & Gas $2,622,157 $3,262,984 $2,763,133
Food $2,540,150 $2,657,132 $2,763,237
Other Contractual Services $2,119,151 $2,503,697 $2,302,140
Repairs & Maintenance $1,896,199 $1,645,301 $1,919,642
Overseas Patient Referrals $1,805,190 $2,105,934 $2,188,700
Other Supplies & Materials $1,273,862 $1,101,986 $1,171,809
X-ray & Laboratory Supplies $1,089,058 $1,229,062 $1,517,593
Communication $844,800 $626,858 $704,016
Cleaning Supplies $726,905 $865,040 $728,426
Rent $712,360 $370,067 $784,602
Freight & Trucking $337,571 $677,510 $127,815
Printing $250,698 $149,589 $183,858
Travel & Subsistence $244,124 $210,237 $202,666
Emergency Flights $130,310 $157,100 $97,500
Special Projects $97,878 $176,777
Total $99,248,284* $110,195,078 $114,719,312

* PHA Annual report 1999-2000
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Hospital Charges and Revenues

As previously mentioned, several groups of people are exempt from charges at the public hospitals. These include children

under the age of 14, adults over the age of 65, pregnant women and civil servants (including the uniformed services).

In 2002/2003, total patient charges for PMH (in-patient, out-patient, and emergency services) were $35.6 million (see

Table 3.31). Of that amount, $17.7 million, approximately 50%, was in respect of exempt groups (see Figure 3.12), and

$18 million was in respect of non-exempt groups. Only $5.2 million (29%) was collected from the non-exempt groups.

It should also be noted that the charges to the non-exempt groups are highly subsidized by the PHA and do not represent

the actual cost of providing care.

Table 3.31 PMH Charges and Fee Collection , July 1st 2002 — June 30th 2003

Inpatient Outpatient ER Total

Principal Exempt Groups:

Patients >65 YOA $5,266,968 $680,586 $166,633 $6,114,187

Patients <14 YOA $5,645,678 $826,319 $156,242 $6,628,239

Civil Servants $972,663 $988,430 $655,572 $2,616,665

Social Service Beneficiaries  $1,026,741 $668,767 $569,018 $2,264,526

Police Cases $59,996 $3,076 $10,931 $74,003
Total Exempt Groups* $12,972,046 $3,167,178 $1,558,396 $17,697,620
Unpaid Charges* $9,898,239 $1,359,529 $1,540,839 $12,798,607
Collected Revenues n/a n/a n/a $5,152,869
Total Charges n/a n/a n/a $35,649,096

*  The Total Exempt Groups does not include charges made to Pregnant Women, as they are not defined as a separate pay category. As a result,

the Unpaid Charges category contains charges for Pregnant Women.

Figure 3.12 Distribution of Charges at Princess Margaret Hospital
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If PMH collected 100% of the user fees charged instead of 29% of them, the PHA would collect an additional $12.8
million per year. Similar data are not available for the other hospitals. However, if the PMH compliance rate is used, it is
estimated that an additional $357,000 could be collected by SRC and an additional $2.7 million by the Grand Bahama
Health Services (GBHS). The potential total additional revenue would be $15.9 million. This estimate includes charges
to pregnant women (an exempt group) who constitute approximately 12% of the in-patients in PMH and 20% of those
in RAND?. A revised estimate of approximately $14 million which excludes user fees by pregnant women will therefore
be used in reference to uncollected revenues. Under the current system, the PHA would collect only approximately $20
million each year in revenue from user fees. With an annual budget close to $115 million per year, the Government
would still have to contribute $95 million per year to the PHA. If the Government decided to eliminate the exempt
groups and required all persons to pay for the health services they receive, substantial subsidies would still be required.
Even with 100% of the user fees being collected from all individuals accessing PMH, including the currently exempt
groups, only $36 million would be collected. Contrast this with the fact that PMH received approximately $60 million
in funding in 2001, and it is clear that there would still be a shortfall. For user fees to be a substantial source of funding
within the public health system, exempt groups would have to pay and user fees would have to be raised substantially.

Department of Public Health

The DPH receives all of its funding from the Consolidated Fund and all revenue it collects is remitted to the Consolidated
Fund. The same groups which are eligible for free services from the PHA are eligible for free services from the DPH. In
fact, approximately 41% of all visits are made by persons less than 14 years of age or more than 65 years of age who are
exempt from user fees. The care for non-exempt groups in the public clinics is highly subsidized by the Government.

The DPH collected $344,638 in fiscal year 2001/2002 (see Table 3.32). Since its role is to provide public health care
and large numbers of exempt persons access the public health care clinics, it is unlikely that the DPH can generate a
substantial increase in revenue. For meaningful revenues to be raised from user fees in the public health system, exempt
groups would have to be removed and the user fees raised. The impact of these changes on health outcomes, overall
costs, and the equity of the system would have to be determined. It is generally accepted that when institutions can see
the results of their efforts (eg., improved facilities, additional equipment, or employee benefits) they are more inclined to
show increased revenues. Since public health revenue is returned to the Consolidated Fund and is not available to be used
by the clinics, there is no explicit motivation for HCPs or administrators to exert more energy to collect revenues.

Table 3.32 Sources of Revenue, Department of Public Health

Revenue Source 2000/2001 2001/2002
Misc. $565 $1,740
Vaccination Fees $1,635 $1,875
District Nursing Services $2,979 $3,523
Gynaecology Clinic $4,357 $4,006
X-rays $883 $8,573
Laboratory Fees $23,145 $27,921
Dental Clinic $29,168 $37,057
Medication $44.410 $41,496
Health Certificates $94,000 $91,430
Registration Fees $124,961 $127,017
Total $326,102* $344,638*

37 PMH and RAND Census Survey, August 2003
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Department of Environmental Health Services

The Organization for Economic Corporation and Development’s “System of Health Accounts” separates some of the
activities of the DEHS into core health functions and related health functions. Examples of core health functions are
vector control and public health environmental surveillance. Related health functions include solid waste disposal and
control of food quality and safety. It should be noted that services provided by the DEHS do not relate directly to a NHI
system; consequently, they will still have to be funded by the Government if a NHI system is introduced. In fiscal year
2001/2001, the DEHS received a total of $18,686,943 from the Government and collected $208,235 in revenues (see
Tables 3.33 and 3.34). As with the DPH, all revenue collected by the DEHS is deposited to the Consolidated Fund.

Table 3.33 Expenditures, Department of Environmental Health Services*

Expenditures 2000/2001 2001/2002
Transportation of Things $9,304 $10,814
Printing & Reproduction $29,229 $31,474
Other $473,428 $45,804
Travel & Subsistence $119,758 $99,320
Allowances $143,161 $150,892
Acquisition, Construction & Improvement of Capital Assets $83,276 $219,241
Supplies & Materials $257,575 $221,485
N.I.B Contributions $462,240 $355,213
Repairs, Maintenance & Upkeep of Capital Assets $776,338 $556,230
Rent, Communication & Ultilities $848,742 $808,652
Other Contractual Services $3,705,170 $4,413,962
Capital Expenditures $3,289,329 $5,725,415
Salaries 8 Wages $12,712,388 $14,103,676
Total $15,847,893 $18,686,943
*  Budget Figures

Table 3.34 Sources of Revenue, Department of Environmental Health Services*

Revenue Source 2000/2001 2001/2002
Environmental Fees $28,923 $4,560
Inspection Fees $86,820 $99,235
Vector Treat Fees $9,526 $14,536
Laboratory Fees $5,865 $6,706
Other Environmental Health Fees $84,093 $83,198
Total $215,227 $208,235
* Budget.
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Ministry of Social Services and Community Development

In terms of direct health care related expenditures, the Department of Health Social Services is responsible for assisting
persons who need health care but cannot pay for it because of unemployment, invalidity or some other financial reason.
It determines the eligibility of those persons by conducting a means assessment of individuals applying for health social
assistance.

The Department of Health Social Services provides financial assistance to adults and children for care in The Bahamas
and abroad. It, therefore, assists not only with medical care, but also with airfare and room and board. It also helps
provide counselling and supportive care.

The Ministry of Social Services and Community Development (the Ministry of Social Services) offers financial support
in the form of grants to NGOs and funding to the Departments of Rehabilitative Welfare and Disability Affairs (see
Table 3.35).

Table 3.35 Ministry of Social Services Selected Expenditures: Grants, 1999 - 2002

1999 - 2000* 2000 - 2001* 2001 - 2002*
Red Cross $40,000 $40,000 $40,000
Bahamas Diabetic Association $20,000 $20,000 $20,000
Dept. Rehab Welfare Op. Expenditures $143,597 $142,550 $95,991
Disability Affairs-Op. Expenditures $0 $551 $3,000
Operation Hope $7,500 $7,500 $3,750
The Crisis Centre $30,000 $30,000 $30,000
Cheshire House $15,000 $15,000 $15,000
Advisory Council for Alcoholism $3,750 $3,750 $3,750
Drug Action Service $4,000 $2,000 $4,000
Total Grants $263,847 $261,351 $215,491

*  The Commonwealth of The Bahamas 2001/2002 & 2003/2004 Draft Estimates of Revenue & Expenditure (Recurrent & Capital); Ministry
of Finance, Nassau, Bahamas.

Like the DEHS, the Ministry of Social Services performs a number of core health functions, as well as a number of
related health functions. It also performs some non-health related functions. In fiscal year 2001/2002, it was estimated
that this ministry’s expenditure on health functions was $2,761,782. The Ministry of Social Services does not collect
revenue.

Other Public Health Expenditure

In addition to the monies spent by the MoH, its agencies, and the Ministry of Social Services, several other Government
ministries and departments receive funding that is allocated towards core health functions (see Figure 3.13). In 2001/
2002, $6.5 million was spent on other public health needs, principally on the purchase of health insurance premiums
for law enforcement officers. This amount does not include funding for related health functions, such as education and
training of health personnel. There are no reliable data on spending for related health functions.
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FIGURE 3.13 Distribution of Other Public Health Expenditures
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Private Health Insurance

There are presently 6 private insurance companies which offer health insurance in The Bahamas. All of them are general
insurance companies (i.e., none of them solely offer health insurance). In addition, there are 3 insurance programmes
operated by unions. The insurance companies are regulated by the Registrar of Insurance Companies pursuant to the
Insurance Act but unions are not subject to the Act. Additional details regarding the private health insurance industry
can be found in 3.6 The Development of Private Health Insurance in The Bahamas.

According to the LCS, Bahamians purchased $102.3 million in health insurance premiums in 2001. According to the
Registrar of Insurance Companies, the local private health insurance companies (not unions) received $87.6 million
in premiums in 2001, and paid out $42,057,110 in claims. It is estimated that the unions collect approximately $8
million more in premiums and an additional $1- $2 million is sent out of the country to foreign private health insurance
companies. The Registrar of Insurance Companies estimated that a total of $97 million was spent on insurance
premiums, which is not significantly different from the figure provided by the LCS.

According to the LCS, 51% of all residents have some form of private health insurance. (Table 3.36 shows the percentage
of the population covered by private health insurance in The Bahamas and in several other countries.) However, that rate
varies greatly by both age (see Figure 3.14) and level of income. Figure 3.15 shows that only 20% of individuals in the
lowest income levels have private health insurance coverage, while 76% of those in the top income class have coverage.
Similarly, children under the age of 4 and the elderly (those over age 65) are significantly less likely to have private health
insurance.
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Table 3.36 Private Health Insurance in The Bahamas and Other Countries

Country PHI as a % of Total Health Expenditures Population Covered by PHI Primary Function of PHI
Australia 7.1% 44% Duplicate
BAHAMAS 30% 51% Principal

France 12.8 86% Complementary
Ireland 7.1% 48% Duplicate

The Netherlands 14% 90% Supplemental
United States 34.8% 70% Principal

Figure 3.14 Private Health Insurance Coverage, by Age
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Figure 3.15 Private Health insurance Coverage and Average Monthly Premium Rate, by Income
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In most cases, individuals lose their group health insurance coverage when they retire or otherwise separate from a
company. It is extremely difficult for retirees to either obtain or afford individual health insurance coverage. Some private
health insurance companies have specifically excluded persons over the age of 60 or 65 years from purchasing policies,
while others will only renew policies, and not issue new ones. Companies evaluate an applicant’s risk by taking into
account factors such as health status, previous claim history, sex and age. Not only are persons over 60 years considered
higher risks because of their age, but they are more likely to have reduced health status and substantial claims histories.
If they can obtain private health insurance, the premiums are high. Individuals who previously participated in group
policies (which always have lower premiums than individual policies) and had some portion of their premium paid for
by their employer, could experience a five-fold increase in their premiums for individual coverage when they are only
receiving a pension. The end result is that the cost of private insurance is prohibitive for a retiree over the age of 60.

The cost of private health insurance is prohibitive for many, not just the elderly. The LCS estimated an average monthly
premium of $61. However, the cost of premiums differed by income level. Those in the lowest income groups reported
an average premium cost of $29 while those in the top income category reported an average cost of $85. The difference in
price is related to the type of cover. The monthly premium for a comprehensive benefits package with limited exclusions
is high. Twenty percent of those in the lowest income category have some form of private health insurance but their
benefits are significantly less than the benefits persons in the highest income level purchase. The percentage of individuals
who receive their health insurance through their place of employment increases significantly by level of income, with
those in the highest income level being more likely to receive health benefits through their employer. In summary, those
individuals who receive higher salaries pay higher monthly premiums, but also are more likely to receive comprehensive
benefits and have a portion of their insurance premiums subsidized by their employers.
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A survey was conducted in 2003 of the 9 companies and unions which offer private health insurance policies. Detailed
responses were received from 4 of the companies or unions, and one summary response, for a response rate of 56%. The
companies which did not respond comprise a substantial portion of the private health insurance market. A comparison
of the number of persons insured and average monthly premiums is shown in Table 3.37. The average individual
monthly premium was $60, and the average group premium was $131, for a total average premium of $101. While the
overall average individual premium was lower than the group premium, for the 2 companies which offered individual
and group policies, the group rate was lower. The differences in benefits packages available to individual policy holders
and group policy holders are not known, but it is reasonable to assume that the individual purchaser, who does not have
the benefit of pooled risk provided by a group policy, pays more for the same benefits.

Table 3.37 Results of Private Health Insurance Survey, 2003

Individual Coverage (2001) Group Coverage (2001)
# Insured Average # Insured Average
Monthly Premium Monthly Premium
PHI 1 1,434 $123 7,333 $112
PHI 2 3,020 $181 8,666 $96
PHI 3 n/a n/a 18,861 $155
PHI 4 18,658 $32 n/a n/a
PHI 5 2,025 $94 n/a n/a
Total 25,137 $60 34,860 $131

59,997 individuals covered at an average monthly premium of $101.

All of the plans have maximum life time benefits, and several have yearly limits, especially with regard to certain benefits.
In addition, in most instances, the life time maximum is significantly reduced for those over a certain age (i.e., $1,000,000
life time maximum for persons less than 65 years might be reduced to $100,000 for persons over 65 years).

Having private health insurance also has a significant impact on the utilisation patterns of patients. Of individuals who
reported an out-patient visit in the previous 4 weeks, 73% of those who visited a private clinic reported having private
health insurance coverage, while only 39% of those reporting a visit to a public clinic had such coverage (see Figure 3.16).
It follows that the total financial burden to the government-run institutions which see a large number of lower income,
older, and chronically ill patients - those not eligible for, or unable to afford the cost of private health insurance - would
be higher than that of privately run clinics. Due to their vulnerability, governments cover those populations through
social assistance.
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Figure 3.16 Outpatient Visits in the Last 4 Weeks, by Insurance Status
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There are other important items to discuss regarding private health insurance as a financing mechanism, one of which
is the administrative costs of the PHI system. Traditionally, the administrative costs of private health insurance are
substantially higher than the costs of administering a NHI system. In August 2003, researchers at Harvard Medical
School published a study which estimated that bureaucracy accounted for 31% of total health spending in the United
States in 1999, versus only 16.7% in Canada. They attributed this primarily to the high overheads of private insurers
(11.7 % in the United States versus 1.3% for Canada’s provincial insurance systems) which are more prevalent in the
United States (as they are in The Bahamas) than they are in Canada. The lead author summarised their findings by
stating, “Americans spend almost twice as much per capita on health care as Canadians, who have universal coverage and
live two years longer. The administrative savings of national health insurance make universal coverage affordable. Only
national health insurance can squeeze the bureaucratic waste out of health care and use the money to give patients the
care they need.”®

In the United States, one of the primary reasons employers offer private health insurance to their employees as a benefit
is that it is tax deductible. Coupled with this is the desire to ensure a healthy, productive work force, and the need to
offer competitive benefits packages to attract top employees. Self-employed people in the United States are also eligible
to receive tax deductions for their health insurance premiums. In The Bahamas, there is little incentive to employers to
offer private health insurance. Consequently, as the cost of health insurance rises, it is anticipated that employers may
begin to reduce the health insurance benefits offered.

Private insurance companies (not unions) in The Bahamas currently pay 2% of their premiums to the Government in
the form of fees. In October 2003, legislation was enacted to raise that amount to 3%. However, due to difficulties with
life insurance contracts, life and health insurance companies will not begin to pay that increased amount until 2004. This
1% increase will net approximately one million dollars in extra revenue to the Consolidated Fund.

38 Woolhandler, Steffie, Campbell, Terry, Himmelstein, David U. Costs of Health Care Administration in the United States and Canada. N Engl
J Med 2003 349: 768-775
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User Fees

The LCS calculated that the total out-of-pocket expenditure in 2001 for health care was approximately $70 million. It
also showed that persons in the lowest total expenditure quintile spent proportionately the same amount on health care
as those in the highest quintile (see Table 3.38).

Table 3.38 Out-of-pocket expenditures as a % of Total Discretionary Expenditures

Total Expenditure Quintile % Confidence Interval
Quintile 1 (lowest) 5.83 4.40-7.25
Quintile 2 5.60 4.80 - 6.40
Quintile 3 4.92 4.31-5.54
Quintile 4 4.58 3.94-5.22
Quintile 5 (highest) 5.96 491-7.00
National Average 5.52 4.89 - 5.92

However, these estimates do not demonstrate the significant problems faced by lower income households which may
have private health insurance but whose coverage is not sufficient to meet their health care needs.

Table 3.39 compares the percentage of health care financing in The Bahamas which comes from out-of-pocket
expenditures with that of other countries. It also shows what percentage of household consumption is allocated to health
care. In general, the less countries are dependent on out-of-pocket expenditures to finance health care, the more stable,
equitable, and sustainable the health care system is.

Table 3.39 Out-of-pocket Health Expenditures®

Comparison Countries % of total Health Expenditures % of Household Consumption
Australia 18.5 2.7
Bahamas 20.5 4.0
Canada 15.8 2.7
France 10.4 1.8
Germany 10.5 2.0
Japan 16.8 2.3
Korea 41.3 4.3
Mexico 51.5 4.3
Netherlands 9.0 1.6
United States 15.2 2.9
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External Sources

The Bahamas is classified by the World Bank as one of the “high income” countries and as such it receives little financing
for health care from external sources. As a developing nation, The Bahamas receives some assistance in the form of
negotiated lower prescription drug prices. The recent partnership between the Clinton Foundation and the AIDS
Secretariat has resulted in additional financial assistance, reduced pharmaceutical drug rates, and reductions in costs
associated with laboratory tests.

National Insurance Board (Industrial Injury Benefit)

The only social health insurance in The Bahamas is the industrial injury component of the NIB. Of the $118.5 million
received in contributions for 2001, approximately $3.6 million was allocated to health care.

Existing Social Security Systems

The National Insurance Act was passed in 1972 and the NIB became fully operational on October 7, 1974. The
objectives of the NIB are:

* To provide social security coverage, in the form of benefit payments, to insured persons and their dependents
against the following contingencies: sickness; funeral; invalidity; maternity; retirement and, on the death of the
family’s bread-winner, survivorship; industrial injury, including disablement, death and medical care;

* To provide a minimum level of social security coverage for persons who do not qualify for such benefits as of right;
and

* To effectively and efficiently administer and manage the National Insurance Programme and Fund in accordance
with the fiduciary principles laid out in the National Insurance Act and Regulations and thereby assisting with the
sustained, orderly socio-economic growth and development of the country.

Within the framework of these objectives, the following benefits and assistance are currently provided by the
programmes:

1) Short Term Benefits
a) Sickness Benefit
b) Maternity Benefit
¢) Maternity Grant
d) Funeral Benefit

2) Long Term Benefits
a) Retirement Benefit
b) Invalidity Benefit
¢) Survivors' Benefit

3) Industrial Benefits
a) Injury Benefit
b) Disablement Benefit
¢) Death Benefit
d) Industrial Funeral Benefit
e) Medical Care

4) Assistance
a) Sickness Assistance
b) Old Age Non-Contributory Pension
¢) Invalidity Assistance
d) Survivors’ Assistance
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In 1982, approximately 78,800 persons contributed to the NIB scheme. By 2002, that number had grown to 120,000
(see Table 3.40). In 1982, the total number of pensioners was 8,614. This number increased to 24,188 by 2002. Table
3.41 shows that 153,310 persons were employed in The Bahamas in 2001.

Table 3.40 National Insurance Board Contributions, by Contributor, 1997-2002*

$1,000's of Dollars

1997 1998 1999 2000 2001 2002
Employer Contributions $50,291 $52,016 $63,931 $69,978 $73,368 $74,365
Employee Contributions $29,829 $31,303 $37,924 $42.052 $43,157 $45,101
Self-Employed Contributions $1,454 $1,601 $1,968 $2,139 $2,154 $2,232
Voluntary Contributions $4 $3 $6 $7 $6 $5
Total N.I.B. Contributions $81,578 $84,923 $103,829  $114,176  $117,276  $121,703
Total # Contributors 121,684 125,302 126,063 129,955 121,030 122,000

* N.L.B. Annual Reports, 1997- 2002.

Currently, contribution payments are based on a ceiling of $400 per week or $1,733 per month. Contributions
equivalent to 8.8% of employee insurable wages are paid to NIB - the employer contributes at a rate of 5.4% and the
employee at a rate of 3.4%.

Table 3.41 Employment Status, 2001*

Male Female Total
N % N % N %
Employee (Gov. or Govt. Corp) 11,015 14.9 15,240 21.5 26,255 17.1
Employee (Private Business) 53,135 67.2 51,680 70.6 104,815 68.4
Self Employed 14495 183 6,775 9.1 21,270 14.9
Unpaid Family Worker 35 0.0 125 0.2 160 0.1
Not Stated 400 1.5 410 1.6 810 1.5
Total 79,080 100 74,230 100 153,310 100

*2001 Labour Force Survey, Dept. of Statistics.

Self-employed persons are divided into two classes - “A” and “B”. The two classes differ in that self-employed persons
in Class “A” pay contributions at lower rates and are not eligible for industrial benefits. Class “A” individuals pay
contributions at a rate of 6.8% of the insurable income while Class “B” individuals pays at a rate of 8.8%. Workers in
Class “B” include licensed taxi or tour drivers who own their vehicles, licensed fruit/vegetable and straw vendors and
owners of fishing vessels/boats and share-fishermen. Persons in this group are eligible for all NIB benefits, including
industrial benefits. The 7th Actuarial Review of the National Insurance Fund recommended extending industrial benefit
coverage to all self-employed persons. Hence, the contribution rate of 6.8% presently paid by Class “A” individuals
would have to be increased to a rate of 8.8%.
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Pensionable civil servants pay contributions on a combination of a reduced ceiling of $110 and $400 per week. Retirement
and Invalidity Benefits are paid on a ceiling of $110. Other benefits are paid on a ceiling of $400. Contributions are
paid at a rate of 8.8% (5.4% employer/3.4% employee) on the ceiling if $110 a rate of 4.25% (2.55% employer/1.7%
employee) on the insurable earnings between $110 and $400.

Income from contributions is allocated among 4 benefit branches as follows:

e Short-term benefits reserve 16.5%
e Pension reserve 73.9%
e Industrial benefits reserve 8.5%
e Medical benefits reserve 1.1%.

Unlike the other branches, no individual benefits are paid out of the medical benefits reserve branch. The medical
benefits reserve branch was created in 1985 so that a specific portion of NIB contributions would be set aside to provide
“funding for the development of health infrastructure and funding for studies relating to circumstances, manner and

conditions under which medical care and attention can be provided to an insured person and his dependants.” ¥

With an initial endowment of $40.6 million plus 1.1% of annual contribution income along with investment income
on branch reserves, funds from this medical benefits reserve branch have been used to build, equip and maintain 18
polyclinics throughout The Bahamas. In recent years, this branch has realized annual surpluses of approximately $3
million and at the end of 2002, reserves stood at $97.6 million (see Table 3.42). With only $27.7 million of this total
representing the value of polyclinics and land, over $69 million is now available for the construction of additional
polyclinics, for other health infrastructure and for health studies.

Table 3.42 Medical Benefits Reserve Data

1998 1999 2000 2001 2002
Employment Injury Costs-Industrial ($millions of dollars)
Medical Cases-Healthcare Providers 3.0 2.6 2.8 2.8 4.7
Medical Benefit Branch ($1,000’s of dollars)
Income - Contributions 933 1,140 1,254 1,303 1,337
Expenses - Administration 395 285 428 4,445 1,059
Total Reserves (millions of dollars) 83.4 86.7 90.1 94.7 97.7

At December 2002, reserves distributed as follows: cash, treasury bills, land, polyclinics and other.

All sectors in the country — the Government, public corporations, the private sector and self-employed persons — are
covered by national insurance.

Compliance levels are relatively high among employed persons. Approximately 90% of employed persons make
contribution payments; however, only 15% of self-employed persons are regular contributors. Most of the non-
compliance comes from self-employed persons and workers of very small businesses. The NIB covers approximately
120,000 salaried workers in the private and public sectors and 3,500 self-employed workers (of 23,000 self-employed
and informal sector workers). The 2000 census estimated the current labour force at 150,000 and the family size of the
insured population as 3.4 individuals per household.

39 See Section 3 of the Financial and Accounting Regulations.
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NIB currently pays pensions to 17,062 persons and assistance to 7,134 persons. Persons are entitled to receive a pension
upon retirement if they have contributed to the NIB scheme for 150 weeks, with no recency of payment clause. The
current minimum pension is $205 per month upon retirement at age 60 and $230 on retirement at age 65.

Long term benefits (pensions and disability allowance) represent more than 70% of NIB expenditure. NIB’s expenditure
on administration is high - currently around 17% - with a high proportion of those representing staff-related costs.

It should be noted that illegal immigrants are not prohibited from contributing to NIB.

Under the current contribution rates it would be difficult for the NIB to introduce health insurance benefits into
its system without implementing additional premiums or contributions. The 7th Actuarial Review of the National
Insurance Fund predicted that the Fund’s reserves would be depleted by 2029 if the present contribution rate of 8.8%
and the insurable wage ceiling of $400 remain unchanged. Consequently, measures must be put in place to sustain the
fund for future generations. Careful planning and actuarial guidance would be needed before a NHI system could be
introduced into the existing social security system.

Other Financing

Individuals and corporations assist with financing health care through donations to NGOs which supplements user fees,
private health insurance and NIB. In 2001, NGOs raised approximately $2 million through donations and fund-raising
events, and spent approximately 80% of it on direct assistance to individuals who required financial aid to pay medical
bills, on the purchase of equipment for needy individuals, on capital purchases or on administrative expenses.

Salient Points Impacting Recommendations

* NIB is currently operating with approximately 17% administrative overheads. NHI will not be feasible with that
high an administrative burden. The cost of administering the NHI system should be less that 10% of the income
to the system. The 1984 Working Party’s analyses of the NHI system suggested that administrative costs should not
exceed 9% in the private sector or 5% in the public sector. For comparison, Canada and France’s administrative
costs in running their NHI systems are less than 1% of their intake.

e Since NIB administers the mechanisms for the existing social safety net, it is the appropriate entity to administer
the NHI system.

* The low contribution rate to NIB in the informal sector must be addressed if a NHI system is to be implemented.
During the implementation phase, an educational campaign targeting the informal sector must provide
information on the benefits of NHI and the consequences of not participating in the NHI system. It may be that
NHI will attract greater compliance from the informal sector as its benefits are principally short-term benefits and
will likely be used as compared to the long-term pension benefit the NIB offers to which young people hesitate to
contribute.

e The funds available in the NIB’s medical benefits reserve branch could be used to assist with the financial
requirements of the projects outlined in Chapter 4 Development of a National Health Insurance System.

* Making the NIB responsible for administering the NHI system would have a limited impact on the overall
efficiency of the organization. However, any new mandate will require new management and technical personnel.
A full review of the operations would be required and a new strategic plan would have to be devised. The
efficiencies accomplished by such synergies would redound to the benefit of NIB and the NIH system, especially
in the area of the collection of contributions. Proper planning and management are necessary to support the new
operations of a NHI system and the issues identified in the NIB’s 3 year strategic plan would need to be supported
and implemented.
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* Based on initial research, it appears that persons in all income categories spend similar proportions of their income
on health care. However, it has yet to be determined if this is due to under utilisation by lower income people or
over utilisation by higher income people. No analysis was conducted to determine whether the aged or sick spend
proportionately more of their income on health care than the young or healthy. The level of equity currently
observed seems due in large part to public financing and that financing has reached its maximum potential. As
health care costs continue to rise (due to improvements in drugs and technologies, the increase in population, and
the expansion of the proportion of the elderly), the funds currently allocated for public health will not be sufhcient
for this purpose. It is important that a new financing mechanism be implemented, but it must not reduce, and it
must be structured to increase, the existing equity of the system.

* The WHO has determined that pre-payment financing mechanisms are the most effective way, and often the only
way, to ensure access to costly health care services. It follows, therefore, that if user fees are increased in the public
health care system or exempt groups are required to pay user fees, there would be a reduction in the equity of
financing health care and there would likely be a concurrent reduction in utilisation and health status.

* Currently, there is an over-reliance on private health insurance which leads to issues of inequity, sustainability, and

stability.
3.2.6 Cost of Health Services Provision

Public Providers

Information on the cost of health services is not available on a routine basis. There are no management information
systems in place to support that function in the different institutions. The MoH, the DPH, and the PHA conducted a
costing exercise for the BRC. Data from various sources (financial, administrative, medical records, patient information
system, human resources, support services) were collected, processed and analyzed utilizing WinSIG to support
institutional management in all the institutions of the public health sector (PMH, RAND, SRC and community
clinics). Based on 3 months of data from the various institutions (except for RAND, for which only one month of data
was collected), one year estimates were calculated and the corresponding cost analysis completed. It should be noted that
capital costs are not included in this analysis as information on depreciation is not available for the institutions or specific
cost centres. Therefore, the figures represent only the recurrent costs of providing health care.

Despite the rigorous methodology used to ensure data quality and validation, gaps in completeness and accuracy were
not totally eliminated, primarily because of weaknesses in some existing information systems. However, the technical
team responsible for implementing the exercise, and the consultant, estimated an overall 90% accuracy, with variations
between the defined cost centres. Areas with less than average accuracy were laboratory services, pharmaceuticals, private
wards and the private surgical theatre. Only partial information was obtained on the cost of private services provided in
public facilities. The exercise was time consuming as no similar review had ever been undertaken by the PHA, PMH,
SRC, RAND and DPH. The level of commitment to the process at the institutional level is commendable, and will
ensure that the information obtained will be used to support necessary institutional changes. WinSIG is now functional
in the 3 hospitals and data are being collected on a monthly basis. It is expected that the quality and accuracy of the data
will improve in the short term.

The total projected recurrent cost for the public health facilities for 2003 was $121,488,103 which is a per capita cost of
$400. Table 3.43 shows the break down.
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Table 3.43 Cost and Items of Cost by Institution
PMH DPH Rand SRC Total

$ % $ % $ % $ % $ %
Salaries 36,493,719 65.0 16,435,823 76.2 12,196,090 70.7 14,382,794 749 79,508,427  69.7
Allowances 1,106,527 2.0 52,194 0.2 949,039 5.5 730,380 3.8 2,838,140 2.5
Overtime 5,616,198 10.0 - 0.0 627,895 3.6 825,693 4.3 7,069,756 6.2
Salaries, other sources 40,946 0.1 - 0.0 - 0.0 17,700 0.1 58,646 0.1
Incentives - 00 - 0.0 - 0.0 33,300 0.2 33,300 0.0
Total PE 43,257,390 77.1 16,488,018 76.5 13,772,994 79.8 15,989,867  83.3 89,508,269 78.4
Travelling / subsistence 19,974 0.0 - 0.0 62,903 0.4 4,404 0.0 87,282 0.1
Drugs 1,387,430 2.5 2,539,244 11.8 906,625 5.3 319,983 1.7 5,153,283 4.5
Vaccines - 00 20,220 0.1 291,659 1.7 - 0.0 311,879 0.3
Med & surg supplies 1,903,131 3.4 249,179 1.2 692,965 4.0 275,439 1.4 3,120,714 2.7
Reagents & lab supplies 2,037,577 3.6 - 0.0 - 0.0 - 0.0 2,037,577 1.8
X-ray films 90,565 0.2 52,856 0.3 25,972 0.2 - 0.0 169,393 0.2
Dental supps 39,772 0.1 64,096 0.3 - 0.0 - 0.0 103,868 0.1
Other supps 1,969,399 3.5 - 0.0 14,134 0.1 - 0.0 1,984 1.7
Food supps 644,008 1.2 - 0.0 413,867 2.4 961,281 5.0 2,019,156 1.8
Clothing / linen supps 127,370 0.2 - 00 25876 02 - 00 153,246 0.1
Gasoline 221,200 0.4 15,547 0.1 89,863 0.5 114,924 0.6 441,534 0.4
Oil, etc. 29,688 0.1 - 0.0 - 0.0 - 0.0 29,688 0.0
Clean supps 418,468 0.8 171 0.0 119,610 0.7 145,824 0.8 684,073 0.6
Office supps 67,136 0.1 - 0.0 589 0.0 24,072 0.1 91,797 0.1
Maint. matter 338,512 0.6 - 0.0 - 0.0 261,792 1.4 600,304 0.5
Parts 73,860 0.1 - 0.0 - 0.0 - 0.0 73,860 0.1
Other supps 49,269 0.1 839,375 3.9 6,492 0.0 76,008 0.4 971,144 0.9
Total Supp’s 9,417,361 16.8 3,780,688 17.5 2,650,554 15.4 2,183,728 11.4 18,032,331 15.8
Public & other services 653,282 1.2 - 0.0 350,016 2.0 946,188 4.9 1,949,486 1.7
Opverseas pat. referrals 800,000 1.4 - 0.0 - 0.0 - 0.0 800,000 0.7
Emerg flights - 00 182,661 0.9 113,316 0.7 - 0.0 295,977 0.3
Dx services 393,720 0.7 - 0.0 - 0.0 - 0.0 393,720 0.3
Therapeutic services 190,080 0.3 - 0.0 313,116 1.8 - 0.0 503,196 0.4
Contracts 1,172,400 2.1 598,893 2.8 - 0.0 48,060 0.3 1,819,352 1.6
Printing 176,054 0.3 - 0.0 55,845 0.3 32,196 0.2 264,094 0.2
Other services 78,376 0.1 514,945 2.4 - 0.0 - 0.0 593 0.5
Total Services 3,463,912 6.2 1,296,499 6.0 832,293 4.8 1,026,444 5.4 6,619,147 5.8
Total 56,138,663 100 21,565,204 100 17,255,841 100 19,200,039 100 114,159,747 100

Source: [WinSIG]

A difference of 7.3 million dollars corresponds to indirect costs of Dept. of Public Health not accounted for as direct costs.
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Forty-six percent of the total projected cost of the health system for 2003 was for the account of PMH. Figure 3.17
illustrates the mix of services at PMH. The surgical specialties (general surgery, orthopaedics, ophthalmology and private
surgery) together generate 30% of total hospital discharges. Obstetrics comes next with 28% of discharges, followed by
Medicine with 20% (internal medicine and private medicine).

Figure 3.17 Service Mix at PMH
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As illustrated by Figure 3.18, the service mix is directly related to the cost mix. Surgery absorbs 36% of the cost of in-
patient services; Obstetrics 19%, and Medicine 27%. Service mix is one of the many factors influencing the relative share
of the costs.

Figure 3.18 PMH Cost Mix by General Specialties
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The cost of in-patient services projected for 2003 was $61,147,299. Of that figure, PMH accounted for 59%, but
generated 67% of in-patient services. RAND accounted for 12% of the costs and 27% of in-patient services. SRC
accounted for 29% of the costs and only 6% of in-patient services, mainly because it does not generate many patient

discharges (see Table 3.44).

Table 3.44 Cost and Production Structure of the Health System
Inpatient Services Outpatient Services External Support
Cost % Discharges % Cost % Visits % Cost %
PMH 36,122,790 59 14,048 67 13,362,527 29 128,212 16 6,753,346 48
Rand 7,437,114 12 5,652 27 2,820,993 6 71,844 9 1,122,957 8
GBHS Clinics 6,869,324 15 53,640 7
Sandilands 17,587,326 29 1,236 6 965,467 2 3,168 0 647,198 5
N. Providence clinics 15,722,541 34 384,557 49 5,444,604 39
Family Islands 6,631,916 14 143,696 18 0
Total 61,147,230 100 20,936 100 46,372,768 100 785,117 100 13,968,105 100

Source: WinSIG 1 year projection based on 3 month data for PMH and Dept. of Public Health, and 1 month data for Sandilands, Rand and

GBHS.

The cost of out-patient services projected for 2003 was $46,372,768. Clinics in New Providence had the largest share of
the costs for out-patient services (34%), and the largest number of out-patient visits (49%). PMH ranked second with
29% of the projected costs and 16% of the out-patient visits. The integrated GBHS accounted for 21% of the costs
and 16% of the out-patient visits. Together, the Family Islands accounted for 14% of the projected costs and 18% of

out-patient visits.

As can be seen in Table 3.45, unit costs vary widely. In general, the costs at RAND are substantially lower than the costs

at PMH. The costs at SRC are the highest, due to long ALS and few discharges. Community clinics have lower costs.

Table 3.45 Unit Costs of Health Services Provided
Medicine Surgery  Gynae  Obstets Paeds Private Dental Emerg

Patient Discharge

PMH* $3,444 $3,069 $1,470 $1,715  $2,168 $2,497

Rand $1,938 $1,505 $699  $1,729

SRC $14,229
Outpatient Visit

PMH $88 $117 $113 $90 $160 $112

Rand $191 $131 $22 $84 $483 $47 $113

SRCt $324 $90

N. Providence $55

Family Is. $46

Groupings by major specialities.

* Chronic services not included.

1 Community clinic outpatient visits with a unit cost of $78 not included. Dental has no production registered.
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There is considerable variation in how resources are distributed within the health care sector which, in part, is related
to the country’s geographical characteristics. Figure 3.19 illustrates the variations in community clinics costs by islands.
The GBHS is considered separately because the services in Grand Bahama are integrated around the RAND. The cost
per capita for health services in Grand Bahama is $388; the cost per capita for hospital related services is $242 and $146
for the community clinics. This per capita expenditure is the second highest among the islands if the national referral

hospitals are excluded.

Figure 3.19 Cost per Capita, Considering Community Clinics Only
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Figure 3.20 shows significant variations in the unit cost of the out-patient visits in community clinics in New Providence.
This is due mainly to the high costs of the support diagnostic services used. A cross next to the name of the clinic in
Figure 3.20 means some level of utilization of laboratory services and two crosses means utilization of laboratory and

radiological services. The pattern of variations is similar in the Family Islands.

Figure 3.20 Unit Cost per Outpatient Visit, Community Clinics in New Providence
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Factors Influencing Costs

The cost of services in the public health sector is higher than it should be and is related to inefficiencies in the various
institutions.

There are 3 main factors influencing the cost and quality of health care delivery:
a) Utilization of physical facilities and specialization
a) Human resource utilization and productivity
b) Utilization of support services (therapeutic, diagnostic, administrative, and general services).

Items (a) and (b) were discussed in 3.2.6 Cost of Health Services Provision and issues related to the high cost of the services
in the public sector highlighted.

Main factors influencing costs are: high average length of stay; inefficient utilization of human resources; low productivity;
high use and inefficient management of support services.

Another important factor influencing the cost of health services is the use of support services. The more support services
are used, the higher the cost of care, and these additional costs affect the cost of providing in-patient and out-patient care.
The reverse is true although it should be noted that if support services are not used when they are required, the quality
of care may be in jeopardy. Protocols exist which specify the upper and lower limits for use of support services which are
required to ensure quality care.

The cost of support services increases if they are not provided in an efficient manner and this in turn leads to increased
cost of in-patient and out-patient services. It is critical that inefficiencies be identified and corrected as the feasibility
of a NHI system depends to a large extent on how affordable services are. Each area within the public health sector is
conducting an analysis to determine where the inefficiencies are.

Table 3.46 PMH: Cost of Support Services per Discharge

Gen. Administration $252.01 Radiology $10.48
S.C.C.U. $195.48 Physiotherapy $10.12
Dietary $144.98 Medical Records $8.99
L.C.U. $122.56 Rand Laboratory $4.67
Facility Maintenance $120.16 Medical Secretariat $4.50
Surgical Theatres $110.14 ECG/EEG $4.36
Housekeeping $86.34 Medical Library $3.43
General Laboratory $59.15 Medical Social Work $2.86
Pharmacy $51.64 Oncology $1.32
MSSD $39.85 Admitting & Business Office $0.93
Neonatal .C.U $38.80 Training Unit $0.74
Laundry $33.29 Cytology Lab $0.43
Surgical Pathology $30.55 Medical Photography $0.39
C.SS.D $23.88 Surgical Theatre Private $0.24
Blood Bank $16.05 Occupational Therapy $0.25
Renal Dialysis $12.10 Speech Therapy $0.15
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The general pattern of utilization of support services at PMH is illustrated in Table 3.46. It shows that, on average, even
if patients pay the user fees they are supposed to pay, the Government pays $252.01 for general administration costs per
patient discharge. Similarly, the Government pays $86.34 for housekeeping, $120.16 for maintenance and 144.98 for
dietary services per patient discharge.

Support services at PMH account for 60% of total hospital costs and direct care accounts for 40%.

A similar situation was observed at RAND. Table 3.47 shows that a significant portion of total costs is related to support
services.

Table 3.47 Rand indirect costs per patient discharge

Surgical Theatres $221.94
Dietary $160.42
Gen. Administration $156.01
Housekeeping $39.03
Oral Laboratory $28.16
Laundry $25.48
Ortho Dept. $15.85
Medical Records $13.01
ECG/EEG $11.14
Pharmacy $7.96
Radiology $6.70
I.C.U $6.00
Medical Social Work $4.46
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Figure 3.21 shows the unit costs of the support services at PMH.

Figure 3.21 PMH Unit Costs for Selected Support Services
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The Private Providers

Currently, there is little information available on the cost of private health care services, except for some estimates for
in-patient services in the private medical and surgical wards and the private operating theatre at PMH.

Some cost data are available. The data available show the actual cost to PMH which results from the assignment of
resources to the private facilities.

The cost per patient day in the private surgical ward is $565, it almost doubles the average cost per patient day for PMH.
The cost per patient day in the medical ward is $315, which is closer to the average for PMH. In 2003, the total cost
of running the private medical ward was projected to be $817,085 as compared to $2,372,110 for the private surgical
ward. This means that PMH is investing $3,189,195 annually in private services (or, from another perspective, using
$3,189,195 for private services that would otherwise be available for public health care services), yet the total revenue
from the private wards was estimated at $2,635,292 for 2003 - a deficit of $553,903. The existing agreement between the
PHA and Physicians Alliance does not generate sufficient income to cover costs. For this investment to be economically
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worthwhile, it should generate sufficient income to cover actual costs and, ideally, produce a significant profit. In 2003,
the total cost of the private operating room to PMH was estimated at $104,000. Incomplete data on costs for private
health services limits this type of analysis. The full implementation of the WinSIG in the private services at PMH will
facilitate better analysis. The agreement which regulates this private-public partnership is being reviewed, along with key
processes for collection of patient fees and the distribution of profit.

There are other issues related to the cost of the private services provided in the public facilities, and the management of
this arrangement. If a NHI system is implemented, the NHI system will enter into a contractual agreement with PMH.
Therefore, PMH will have to ensure that revenues from the private facilities will, at minimum, cover operational costs.
Further, PMH will have to determine whether allowing Physicians Alliance to continue to provide private care will
prevent PMH from properly serving its population.

In the absence of information on the costs of private health care services, data on actual user fees was obtained. This
information is included 3.2.5 Health Care Financing and Funding in the section entitled User Fees. For obvious reasons,
user fees in the private sector are considerably higher than those in the public sector.

Salient Points Impacting Recommendations
* The sustainability of a NHI system will depend largely on the cost of administrative services. The data on service
cost should be improved, and systems for the routine collection of necessary data maintained. The National
Costing Exercise conducted in the public sector should be conducted in the private sector to determine user fees
for HCPs prior to the introduction of a NHI system.
* Inefficiencies and other matters which contribute to the high cost of health services should be addressed in both
the public and the private health care sectors.

3.3 Stakeholder and Public Support for National Health Insurance

During the last year, the BRC began the following processes:
(1) Educating the public and stakeholders on the basic concepts of a NHI system,
(2) Entering into dialogue with relevant stakeholders, and
(3) Assessing support in the country for the introduction of a NHI system.

Dr. Gomez, Chairman of the BRC, and Mrs. Cleola Hamilton, Chair of the Sub-Committee on Public Relations, led
this effort which involved presentations to the BRC, general meetings with the public, fora with specific stakeholders,
press conferences, and appearances on daily radio shows. The activities are listed in Table 3.48.

Table 3.48 Schedule of Events Regarding Public and Stakeholder Support

Date Event
4-Feb-03 Press Conference.
Presentation to the BRC by Mr. John Pinder, President, Bahamas Public Service Union.

Presentation to the BRC by Mr. Pat Bain, President, Bahamas Hotel Catering & Allied Workers
Union.

4-Mar-03 Presentation to the BRC by Mr. Halson Moultrie, on behalf of Mr. Obie Ferguson, President, Trade
Union Congress.
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18-Mar-03
23-Jul-03

24-Jul-03
25-Jul-03

2-Sep-03

16-Sep-03
25-Sep-03
26-Sep-03

30-Sep-03
6-Oct-03
7-Oct-03
8-Oct-03
14-Oct-03

16-Oct-03
22-Oct-03
23-Oct-03

25-Oct-03
27-Oct-03
28-Oct-03
29-Oct-03
30-Oct-03

31-Oct-03

2-Nov-03
5-Nov-03
13-Nov-03
15-Nov-03
20-Nov-03
3-Dec-03
15-Jan-04
23-Jan-04

Presentation by Mr. Brian Nutt, President, Bahamas Employers’ Confederation.

Presentation by Dr. Ron, WHO/PAHO Consultant, to health administrators, providers, health
insurance industry executives and other health—related stakeholders, in New Providence.

Presentation by Dr. Ron, WHO/PAHO Consultant, to union representatives in New Providence.

Presentation by Dr. Ron, WHO/ PAHO Consultant, to health administrators, providers, health
insurance industry executives, other health-related stakeholders, and union representatives in Grand
Bahama. Attended by Minister of Health, Dr. Marcus Bethel.

Press Conference.
Presentation to the BRC by Dr. Robin Roberts, member of the MAB.
BRC presentation to, and discussion with, the Chamber of Commerce.

BRC presentation to, and discussion with, the combined membership of the Nurses Union and Nurses
Association.

1st Town Meeting at Golden Gates: cancelled due to low attendance.

BRC presentation to, and discussion with, members of the MAB.

2nd Public Meeting at Workers House: cancelled due to low attendance

BRC presentation to the Local Government Leadership Meeting in Grand Bahama.

3rd Public Meeting at Epiphany Church. Brent Symonette, MP for Montague, Malcom Adderly, MP
for Elizabeth, and Senator Michelle Pindling-Sands were present.

BRC presentation to, and discussion with, the Women’s Bureau.
4th Town Meeting held at C.V. Bethel. Agatha Marcelle, MP for South Beach was present.

BRC presentation to, and discussion with, the Abaco Chamber of Commerce, Marsh Harbour,
Abaco.

BRC presentation to, and discussion with, pastors and wives at Casuarinas Restaurant.

BRC presentation to, and discussion with, the Dental Association of The Bahamas.

BRC presentation to, and discussion with, the Royal Bahamas Police Force.

5th Public Meeting held at St. Paul’s Church. Michael Halkitis, MP for Adelaide, was present.

6th Public Meeting held at Grace Gospel Chapel. The meeting was aired on 1540 with Picewell Forbes
and attended by Mr. Ron Pinder, MP for Marathon.

BRC presentation to, and discussion with, the Attorney General’s Office.

BRC presentation to, and discussion with, Straw Market Vendors Association and Taxi Drivers Union.
Cancelled due to low attendance.

BRC appearance on 102.9 FM Radio Talk Show, “Parliament Street”.
7th Public Meeting at Hilton British Colonial Hotel.
Nurses Association — changed to a different date.
BRC meeting with private health insurance industry representatives.
Three Public Meetings held in North, Central and Southern Eleuthera.
BRC meeting with Marlon Johnson, President of the Small Business Association.
BRC presentation to, and discussion with, the Hospital Doctors Association.
BRC presentation to, and discussion with, Elks Lodge.
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Events aimed at educating and holding discussions with the General Public

The BRC held 7 meetings in Nassau which were open to the general public. In addition, they were featured on “Issues
of the Day” (97.5 FM), “Immediate Response” (104.5 FM), “Drive Time” (1540 AM) “Parliament Street” (102.9 FM)
and “Picewell Forbes Show” (1540 AM). During the meetings and on the radio shows, several questions and comments
were repeated, namely:

e The elderly are experiencing difficulties paying for their health care needs. Many of them gave anecdotal stories of
having lost their private health insurance coverage upon retirement, or having premiums raised to such a high level
that they were unable to continue paying them.

* Individuals who had private health insurance coverage wondered if they would need to continue paying for it and
purchase NHI. Some saw no need for NHI since their employers already offered them private health insurance.
Others stated that they could not afford to pay for private health insurance.

* Many questioned how much they would have to pay for NHI.

* Overwhelmingly, people voiced their support for the implementation of a NHI system.

The BRC also held 3 public meetings in Eleuthera, and addressed the Local Government Conference in Grand Bahama.
The same comments heard in Nassau were heard again in the Family Islands. There were additional questions regarding
the possible expansion of health care facilities in the Family Islands if a NHI system were implemented.

Events aimed at educating and holding discussions with selected groups of Beneficiaries/ Contributors

The BRC met with the Chamber of Commerce in Nassau and with the Chamber of Commerce in Abaco. The audiences
commented on the contributions to be made and the benefits to be derived from the proposed NHI system. The
Small Business Association and The Bahamas Employers Confederation also held discussions with the BRC. The main
concerns addressed at all those meetings related to:

* The efficiency of a government run programme. People commented on the inefficiencies of the NIB in particular,
and on government agencies in general.

* The affordability of NHI. People wondered whether they would have to pay for private health insurance and
for NHI. A number of employers mentioned that the cost of private health insurance was becoming prohibitive
so they would not be able to continue to offer it to their employees as a benefit at the same level they had in the
past.

* The administration of the plan.

Nonetheless, there was general support for a NHI system.
The BRC met with union leaders and union members on several occasions. Responses from the unions varied.

While there appeared to be support for a NHI system, much of the discussion centered on the unions creating their own
“National Workers Plan” or entering into health care agreements with HCPs. Three of the unions currently operate their
own insurance plans. There was talk of unions opening their own hospitals and health care facilities. More information
must be obtained on an urgent basis regarding the unions’ plans.

The BRC met with the Royal Bahamas Police Force. Members of the RBPF currently are insured by a private insurance
company. They had concerns regarding what would happen to that benefit after the introduction of a NHI system.
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Events aimed at educating and holding discussions with Medical Professionals

The BRC met with doctors, dentists, and nurses on several occasions, and also heard a presentation from Dr. Robin
Roberts in his capacity as a representative of MAB. The meetings highlighted the following principal issues:

* HCPs were concerned with how the introduction of a NHI system would affect their income potential.

* HCPs questioned how a NHI system would affect their ability to continue to manage their own private
practices.

* HCPs expressed concern over the administrative efficiency of a publicly run NHI system.

* HCPs voiced support for the potential improvements in health care services their patients would receive as a result
of the introduction of a NHI system.

* Dr. Robin Roberts specifically stated that he did not feel the MAB would support the introduction of a NHI
system. Instead, he favoured increasing the public-private partnerships which already exist. A newspaper article
reported that the MAB did not support the implementation of a NHI system. The report was later denied by the
MARB but, to date, the official position of the MAB has not been stated.

* Nurses were concerned with how a NHI system would affect them as care-givers. They also wondered how it
would potentially affect them as beneficiaries.

Events aimed at educating and holding discussions with Private Health Insurance Representatives

The BRC held several meetings with executives from the private health insurance industry over the 18 months it was
in session. At the most recent meeting in November 2003 attended by only representatives from 3 of the companies,
preliminary discussions were held on the issue of supplemental insurance. There was no opposition to the idea. There was
some discussion of the way forward for private health insurers. Further discussion is required with these companies.

Those not in favour of National Health Insurance

The Nassau Institute has come out strongly against the introduction of a NHI system. Shortly after the BRC was
appointed, this group wrote to the Minister of Health to inform him of its position. At the Chamber of Commerce
meeting held in Nassau, members of the group distributed a document entitled, “Healthcare for The Bahamas: National
Health Insurance likely impossible dream with financial stability the casualty and rationing the rule”. They also wrote
several letters to the newspapers with titles such as, “Healthcare is Not a Right”, “The “Blue Ribbon” Disaster Looming
on the Horizon” and, “Socialized Healthcare for The Bahamas”. Some of their members were guests on “Issues of the
Day” on 97.5 FM several weeks after the BRC appeared on that show. They also made a presentation to the Abaco
Chamber of Commerce several weeks after the BRC made its presentation to the Chamber. Their presentation was
entitled, “A Healthcare Utopia: The Impossible Dream”. The Nassau Institute’s web-site, www.nassauinstitue.org,
contains copies of all their editorials and speeches. While the Institute opposes the introduction of a NHI system, they
have not offered any feasible alternatives for the financing of health care that would solve the difficulties facing the
country today in that area. It should also be noted that, in general, The Nassau Institute does not advocate government
involvement in areas such as education or health.

3.4 Existing Solidarity Mechanisms

Cookouts are routinely held to raise funds to help defray the cost of medical expenses that people are unable to meet,
particularly when they do not have private medical insurance. They are the most well known or publicized source of
demonstrable solidarity in the area of health in The Bahamas.
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Other sources of funding are fraternal organizations, such as lodges or burial/friendly societies, which provide assistance
to their members. Members pool their resources to provide for themselves in times of need. However, the popularity of
lodges has decreased and the number of lodges has therefore declined.

er civic groups, such as Rotary, Kiwanis, Toastmasters, Zonta, Links and sororities and fraternities, have become
Oth group h as Rotary, Ki T ters, Zonta, Links and ties and fraternities, have b
popular. Their members tend to be persons likely to have private health insurance so they do not provide assistance with
health needs as was the case with the lodges.

Solidarity in health is often expressed by the opening of dedicated bank accounts into which contributions can be
made to defray the health care costs of individuals. This, like the cookout, allows for the general public’s participation.
Similarly, raffles have been held to raise funds for health care.

Salient Points Impacting Recommendations
* Social health insurance is essentially a formalized solidarity mechanism. Otto von Bismarck, Chancellor of
Germany 1871-1890, noticed that many communities and trades groups pooled resources for use by contributors
in times of financial trouble — sickness, death, etc. He saw the value of making such a system of pre-payment
formal, and the first national health insurance was legislated in Germany in 1883.
* The fact that The Bahamas has a long history of solidarity groups such as lodges and fraternities indicates that the
principle of solidarity in health care is accepted.

3.5 Other Forms of Compulsory Insurance Covering Medical Care

Research indicated that except for 5% of motor vehicle insurance being set aside for medical bills, there is no compulsory
medical insurance in The Bahamas. No insurance currently exists for coping with health crises after natural disasters.

Salient Points Impacting Recommendations

* A contingency fund for natural disasters and /or war should be established.

* The PHA’ February 2002 “Revenue Enhancement Committee Interim Report” noted that although the Road
Traffic Act requires motor vehicle insurance to cover the cost of medical expenses incurred as a result of injuries
sustained in a motor vehicle accident, few people successfully claim under their policies because of the detailed
documentation required and the lengthy wait to be paid. When a NHI system is introduced, care must be taken
to ensure that NHI does not cover care which the patient is entitled to have paid for by his/her motor vehicle
insurance.

3.6 The Development of Private Health Insurance in The Bahamas

Background

As discussed in 3.4 Existing Solidarity Mechanisms, before insurance companies were established in The Bahamas to
provide clearly defined principles of sharing losses, working people of lower income belonged to lodges and burial/
friendly societies to which they made regular contributions to provide financial assistance during illness and at death.

Private insurance companies, commercial enterprises for profit, evolved from these lodges and burial/friendly societies.
The insurance companies established more formal ways of determining risk and guaranteeing financial security from
the uncertainty of sickness and death. One of the first life insurance companies to be established in The Bahamas was
Imperial Life Assurance which began operation in August 1899. Since health care was essentially provided free of charge
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by the Government, health insurance evolved after life insurance. In the 1970s, group health, or employer sponsored
health insurance, became popular as employers recognized the importance of health coverage as a benefit to attract and
retain employees.

It is interesting that there are no obvious economic reasons for the growth of private health insurance in The Bahamas.
In the United States, the country where private health insurance has the greatest share of national health care financing,
there are many obvious economic incentives which have spurred the growth of that industry. During World War II, there
was a rapid expansion of private health insurance due to the fact that the National War Labor Board had frozen wages,
and there was a shortage of workers. Needing to attract employees, but unable to raise salaries, companies were forced to
offer financial incentives in the form of benefits such as health insurance. In addition, workers’ health benefits were not
subject to income tax or social security payroll taxes as were cash wages. Companies continue to use health benefits as
a tax-write off, and self-employed individuals may also use their health insurance as a tax deductible. The corporate tax
benefits are so strong that approximately 91% of Americans under the age of 65 who have private health insurance are
covered by employer sponsored private health insurance. Only 9% of this group individually purchase health insurance.
In contrast, the LCS reported that only approximately 20% of Bahamians with private health insurance have employer
sponsored polices.

It appears to the BRC that the primary reason for the growth of the private health insurance industry is that Bahamians
believe quality health care can only be acquired in the private sector.
Types of Private Health Insurance

The life and health insurance industries in The Bahamas are as sophisticated as those in the major industrialized nations,
and they offer the same products and services. The Bahamas faces many of the same challenges industrialized nations face
— the cost of insurance is escalating because of high operating expenses, expensive newer technologies, over-utilization of
health services, abuse of benefits and, sometimes, fraud.

The group health insurance component in insurance companies’ health-insurance portfolios is allegedly not profitable.
Consequently, as costs escalate, premiums rise also.

The domestic insurance market is vibrant, operating as it does in a stable political and economic environment. However,
for a relatively small market, the life and health industry is highly competitive. Like other countries in the region, The
Bahamas has seen an unprecedented wave of mergers and acquisitions of insurance companies caused by competition for
market share and the need for these companies to achieve economies of scale.

Life and health insurance policies are classified as either “Industrial” or “Ordinary” policies.

Industrial/Debit Insurance

These are smaller policies which usually provide between $100-$500 dollars daily hospital benefits and up to $1,000-
$5,000 surgical expense benefits. Premiums are collected by a sales person. Large segments of the population at the lower
to middle income level continue to purchase these weekly or monthly debit insurance plans.

Ordinary Long Term Insurance

These are larger policies comprising individual or group life and health plans sold by sales persons and/or brokers.
Premiums are usually paid by the policyholder to the company directly or by salary deductions.
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Regulations

The insurance industry is regulated by the Registrar of Insurance Companies and comes under the portfolio of the
Minister of Financial Services. The two primary pieces of legislation which govern the operation of insurance companies
are:

(a) The Insurance Act, 1969 as amended;

(b) The External Insurance Act, 1983 as amended.

Insurance operations in The Bahamas are conducted in locally incorporated companies and through branches of
companies incorporated elsewhere.
Mergers and Acquisitions

Over the last 3 decades at least 18 insurance companies have operated in The Bahamas, selling individual life and group
health insurance.

Recent Consolidations
Acquiring Companies Consolidations

Family Guardian Insurance Family Guardian

Star Insurance
Colina Insurance Colina

Canada Life

Global Life

Life of Barbados

Capital Life

The other remaining companies are Atlantic Medical, British American and British Fidelity.

A Case for National Health Insurance

Private life and health insurance companies are experiencing difficulties maintaining market share, reducing expenses,
and remaining profitable. As health care costs rise, premiums will continue to increase to the point where the majority of
persons will not be able to afford to pay for insurance and/or benefits will be considerably reduced.

Pros and Cons for Individual Coverage in Private Insurance Companies
In most instances, an application fee is required when applying for individual coverage and is non-refundable.

Applicants are subject to HIV testing, and medical and paramedical examinations. Other lab works may also be
required.

Individuals with catastrophic or terminal diseases have very little chance of obtaining coverage.
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Applications are considered for individuals between the ages of one day to 54 years. Some companies do not terminate
benefits once an individual qualifies for the plan and continues to pay his/her premiums. In some plans coverage
automatically terminates at age 60, 65 or 70 years.

Applicants who are accepted with some ongoing illness are rated and charged a higher than standard premium.

Pros and/ Cons for Group Health Coverage in Private Insurance Companies

Unlike individual coverage, all illnesses and diseases are covered under a group health policy. Some plans may place caps
on catastrophic cases, such as AIDS or organ transplants.

Most insurance companies offer $1 million or $2 million life time maximum coverage. They hire medical specialists to
manage utilization and how the life time maximums are spent.

In most plans coverage ceases or is reduced at retirement or at age 70 years.

In the majority of group health plans membership is not guaranteed. Once a member leaves the group or is terminated
from employment there is no coverage. This means that unless an individual who has a catastrophic illness joins another
group health plan, he/she will no longer have private health insurance. Additionally, coverage is not guaranteed under
a group plan for new hires. Persons with serious conditions such as AIDS, diabetes with complications, or cancer, will
likely be turned down for coverage in the group plan if they were not employed at the time the policy was purchased.

New employees who are accepted into the group are subject to a waiting period for coverage of any pre-existing
conditions.

Premiums are raised each time an individual reaches a different age tier which might be every 4 years. Companies
increase premiums based on an individual’s claim history.

Salient Points Impacting Recommendations

* Unlike countries like the United States, where private health insurance has a similar share of overall health
financing, and Australia, where the private health insurance industry has grown in recent times, The Bahamas has
not enacted any legislation to increase the attraction of private health insurance. It would appear, therefore, that
the primary reason for the increase of private health insurance growth in The Bahamas is the belief that better
health care services are available in the private sector and private health insurance is required to access this care. It
is therefore recommended that private sector services be included in the NHI system and that the services offered
in the public system be improved.

* There has been a large increase in the percentage of total health expenditure financed through private health
insurance. This affects the sustainability and stability of the overall system. Private HCPs are largely dependent
on private health insurance for their revenues. Consequently, capital development through the purchase of new
technologies, and improvements in quality in care in the private sector, are dependent on the private health insurance
industry being a stable and sustainable source of financing. Unfortunately, private health insurance is generally not
considered very stable or sustainable. The recent mergers and acquisitions of insurance companies highlight this to
some degree. Private health insurance companies can decide to leave the country or close if they are unprofitable.
There are no rules which protect insured persons or HCPs who are dependent upon them for reimbursement. If it
chooses to, an insurance company could decide to insure a smaller population at higher rates. Such a move might
cause their profits to increase, but the number of insured individuals able to access the private health care sector
would be reduced. This would negatively impact access to health care services and private HCPs.
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* A number of private health insurance companies have found it less costly to contract with overseas providers for
services which can be performed in The Bahamas. As a result, in 2002, insurance companies sent $20.5 million
out of the country for health reasons. A NHI system must keep its costs as low as possible to ensure sustainability.
Money kept in the country would be available to be used for further infrastructure development, which should
reduce long term costs to the system. A NHI system should examine the reasons why the cost of providing services
in the country is so high and see if additional measures can be taken to reduce those costs.

* Family Islanders depend almost entirely on public providers for their primary care. Consequently, should private
health insurance continue to grow as a percentage of total health expenditures, the resources available in the Family
Islands will be negatively impacted.

* Private health insurance is inequitable in The Bahamas with regards to income status and health status. Other
countries, such as Australia, use mechanisms like community ratings to reduce inequities due to age and health
status. In The Bahamas, private health insurance is unavailable to a large percentage of the population for a number
of reasons - the cost of premiums is prohibitive for certain income brackets; the cost of premiums is higher than
average because of an individual’s age or health status; policies exclude individuals because of their age or health
status.

* There are other problems associated with private health insurance as a financing mechanism. One of them is that
persons with pre-existing conditions are often not able to obtain coverage for services related to that condition, the
very thing they need insurance to cover.

* It should be noted that most private health insurance polices exclude payment for services an individual is exempt
from payment by law.

3.7 Review of Relevant legislation

The introduction of a NHI system will require the amendment of several statutes including the Health Services Act, The
Health Professions Act, The Public Hospitals Authority Act and The Hospitals and Health Care Facilities Act.

3.8 Consideration of Alternative Health Care Financing Mechanisms

Alterative Mechanisms

As discussed in 3.2.5 Health Care Financing and Funding, there are a number of alternative health care financing
mechanisms to NHI, the majority of which are already in use in The Bahamas. However, as has been highlighted, the
current system of financing has many drawbacks including a lack of equity, accountability, and sustainability.

Public financing: There is insufficient public financing to provide services to the population the Government must
sponsor. Further demands will be made on the public purse as the price of technologies and drugs continue to rise, the
population continues to increase in size, and the number of persons over the age of 65 increases disproportionately.

Private health insurance: Comprehensive health insurance plans are too expensive for many individuals, and the
individuals who most need access to such plans, the sick and aged, are often excluded from purchasing them.

User fees: They are the least equitable of all the financing mechanisms. They are also least effective as a means of
generating revenue as they are often beyond the means of the individuals who require health care services. For the most
part, health care is not a rational expenditure: it is unpredictable and cannot be budgeted. Consequently, pre-payment
in one form or another is required to ensure access to care. User fees should only be adopted when a secure pre-payment
safety net is in place and available to all.
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External financing: The Bahamas receives very little external financing for health care.

The Future

The BRC considered, in addition to the NHI system, several alternatives for financing health care. They were:

(1)

)
(3)
(4)
)

Increase public financing through (i) an increase in the general tax base (ii) an increase in the proportion of
funds allocated to health care (iii) a direct health tax;

Increase user fees;

Increase the funding received from external sources;

Encourage an increase in private insurance;

Introduce Medical Savings Accounts (MSAs).

Table 3.49 highlights the main pros and cons of the first 4 alternatives.

MSAs have garnered a lot of attention recently and have been introduced to varying degrees of success in Singapore,

South Africa, China and the United States.

MSAs were not considered a reasonable alternative financing mechanism for The Bahamas for the following reasons:

MSAs are largely dependent on income tax based economies; they require concurrent catastrophic health insurance; they

require user fees.
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Table 3.49 Advantages and Disadvantages of Financing Mechanisms*

Financing Mechanism

Features

Advantages

Disadvantages

Public Financing

Private Health Insurance

User Fees

External Funding

Social Health Insurance

Establishes a general
social commitment.

Potential for use

depends on populations
with relatively high
incomes and competition
in the private sector.

Point of Service;
Affects immediate
decisions to utilise
services;

Sensitive to local
features of delivery.

International support of
the health care system.

Can allow cost-shifting between
Generally progressive;

poor and non-poor;

Moderately sustainable.

Can decrease government
subsidies to non-poor;

Can increase quality

and level of care patients
receive if competition exists

Can decrease demand for
services;
Generates some revenues.

Can reduce burden on
local population.

Funded through employee/ Progressive;

employer contributions and Symbol of solidarity;

government subsidies.

Enhances equity
through universal
access to care;
Sustainable.

*  Adapted from, “NHI in the Eastern Caribbean: A guidebook for Appraisal and Design”
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Tax base must be
sufficient to generate
substantial revenues;
Health competes with
other sectors;

Must be politically
viable.

Generally regressive;
Adverse selection
increases risk pool
for publicly funded
health care;

Funds not utilised for
infrastructure
development;

Lack of stability.

Generally regressive.
Insufficient to make
substantial contribution
to health sector;

Can hurt poor if
exemptions are not
properly applied;
Higher total health costs
result, when care is not
sought until acute stage;
Health care needs cannot
be predicted so
individuals cannot
adequately budget user
fees;

High non-compliance.

Not sustainable

Requires substantial
planning, political
feasibility, prioritisation.
If it does not provide
sufficient level of services
to satisfy non-poor,

may need to be
supplemented by other
insurance.



3.9 Summary of Findings

This chapter provided details from analyses conducted by the BRC and other institutions. The results of the analyses
were considered in determining whether a NHI system should be implemented in The Bahamas. This section provides
a summary of the analyses.

Demography

The changing demographics of the population of The Bahamas calls for the urgent reassessment of the health care
financing system. The over 65 population currently comprises less than 6% of the population, but in 50 years it is
projected that it will comprise approximately 20% of the population. This demographic is of critical concern because (a)
people in this group require a disproportionate share of health resources, (b) they are currently exempt from fees within
the public health care sector, and (c) they are often excluded from private health insurance plans or find the cost of such
plans prohibitive.

Another factor relates to the geographic distribution of the population. Approximately one third of the population resides
in the Family Islands and is almost exclusively dependent upon public resources for their health care needs. This means
that any changes to the health care system which do not equally affect public sector facilities will place Family Islanders
at a disadvantage. It is essential that funding of the public health care system be safe guarded to ensure continued good
health within that population.

There is a large legal and illegal immigrant population in The Bahamas. For public health reasons, it is essential that even
illegal immigrants continue to receive quality health services, but they should be required to pay for those services.

Health Status

On the whole, the health status of Bahamians is fairly good. However, there is room for improvement, especially in
the area of preventing life style specific diseases. Immediate attention must be paid to preventing and reducing lifestyle
specific morbidities, such as diabetes, motor vehicle accidents, and HIV-AIDS. Preventing and reducing these lifestyle
specific morbidities are important to ensure the stability and sustainability of a NHI system.

Health Care System

Data from the National Costing Exercise and from the Health Professions and Health Facilities Council indicate that
there are sufficient doctors, nurses, allied health professionals, facilities and equipment to successfully implement a NHI
system. However, significant changes and improvements are required in connection with the distribution of resources
throughout the system and productivity and efficiency must increase. There is, for the most part, a lack of accountability
in the public health care system and few incentives to increase efficiency. A NHI system which is transparent and which
operates under new funding mechanisms will force this to change.

Inequities exist in access to care and with regard to the quality of care received in the current national health care
system. These inequities negatively impact the level of health in the country. When a NHI system is introduced and the
financing structure improved, those inequities will decrease.

In The Bahamas there is a significant private health sector which should form a basic part of the NHI system. Private
health insurance plans allow individuals to access health care in their discretion and will continue to support that aspect
of health care.
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Socioeconomic Environment

The Bahamas, in general, has a comparatively high standard of living. There are no direct income taxes, so net pay equals
gross pay less a small deduction (3.4% - 8.8%) towards the NIB. More than 50% of Bahamians purchase private health
insurance which indicates a broad acceptance of the concept of pre-payment for health services.

However, between 10-20% of the population are either temporarily unemployed or permanently unemployable due
to mental or physical reasons, or earn less than a minimum income level, and are therefore unable to contribute to a
NHI system. Those individuals would require government assistance in the form of financial subsidies. Most of these
individuals are currently eligible for financial assistance for health care.

The high level of debt (in 2002, the consumer debt burden was estimated at 29% of GDP) may have an impact on
contributions. The high level of consumer debt indicates that Bahamians run a high risk of financial distress should they
incur significant medical costs.

It is becoming clear that changes in the basic tax structure of the country will begin to occur. The health of the nation
must be protected as these changes occur, and a NHI system will provide a mechanism through which equitable
financing of health care can take place and sustainable, quality access to care ensured.

Health Care Financing and Funding

The current financing of health care, with the Government funding the majority of health care services, is not sustainable.
As the cost of providing care increases, the Government will only be able to meet the health care needs of the population
by substantially increasing its tax base or reducing the financing available to other ministries. The growth in the private
health insurance sector also appears close to reaching its maximum potential: the cost of private insurance is prohibitive
for many low and middle income individuals. User fees cannot be more effectively implemented in the absence of a
safety net, and the law limits the number of individuals who can be billed for public health care services. An increase in
user fees and/or a reduction in or the elimination of groups exempt from paying user fees, would substantially reduce the
equity of the financing system.

Existing Social Security

Evidence from the NIB indicates strong compliance from the salaried sector with regard to contributions. However, the
low level of compliance in the informal and self-employed sectors suggests that it may be difficult to get those groups
to join a NHI system. Educational sessions should be held for targeted groups to explain the benefits of NHI, and
regulations passed to ensure that persons who fail to register for NHI will be required to pay user fees when obtaining
health care services.

Gaps and Barriers to Care

There are a significant number of gaps and barriers to care in the public and private health care sectors which leads to the
current inequities in access to care. If measures are taken in the development stage to address these gaps and barriers - and
a strong professional commitment exists in this regard - they will not prevent the implementation of a NHI system.
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Cost of Health Services Provision

The current cost of providing health care services in the public sector must be reduced before a NHI system can be
successfully implemented. The principal reasons for the high cost of services are a lack of systematic resource allocation
and low productivity and efficiency. Improvements must be made in these areas to ensure the feasibility of a NHI

system.

There is insufficient information available on the private sector to decide whether or not costs need to be reduced in that

sector.
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Chapter 4: Development of a National Health Insurance

4.1 Pre-requisites for National Health Insurance
If this Report is approved, the process for the development of the NHI system should begin immediately.

There are 3 phases in this process:
* Planning phase
* Pre-implementation phase
* Launching and implementation phase (see Figure 3.22).

Planning Phase

* Before any major investments are made in connection with a NHI system, it is critical that the commitment of the
major stakeholders be secured.
The BRC has already ascertained, through the various fora it has held, that there is general support for the
introduction of a NHI system with affordable rates. Public validation should be ongoing and will be particularly
important when specific information is available on contribution rates.

* A comprehensive project proposal (the NHI Project) which clearly identifies strategies, interventions, activities,
tasks and budget should be developed and approved.

* A project management team, with the necessary technical and managerial expertise, must be established and the
necessary financial resources allocated to guarantee effective project implementation.

Pre-Implementation Phase
This phase includes activities to be undertaken by the NHI Project prior to the launching of the NHI system.

This Report has highlighted areas in the public health care system which require strengthening prior to the introduction
of a NHI system. Because the interventions for institutional improvement are the responsibility of the health system and
are not part of the NHI Project, the MoH and its institutions must urgently develop and implement a separate project,
the Health System Strengthening Project (HSSP) designed to strengthen the public health care system. This project team
must be assigned the necessary resources.

The institution which will have direct responsibility for the NHI project implementation must be identified. If the NIB
is to administer the NHI system, then it should be responsible for project implementation, with the BRC and the MoH
providing necessary support.

It should be noted that the MoH has provided for institutional strengthening in its Revised National Health Services
Strategic Plan 2003-2004. During the pre-implementation of the NHI Project, the MoH should continue to implement
these changes through the HSSP which is described in 4.3 Health System Strengthening Project.
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Figure 3.22

DEVELOPMENT OF A NATIONAL HEALTH INSURANCE SYSTEM
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In order to implement the NHI Project, the following critical tasks must be carried out:

Tasks to ensure financial stability and control

* Conduct actuarial studies to determine contribution levels

* Develop projections and mechanisms to ensure compliance by each contributing partner (i.e., employer, employee,
the Government)

¢ Decide how revenue from NHI contributions will be collected, accounted and disbursed

* Decide on the Government’s annual contribution to the NHI system

* Develop formulae for the allocation of health insurance revenues (administration, reserves, information systems,
ongoing training, health care benefits and public education)

* Develop provider payment contracts

* Determine fees for defined health services as necessary

* Determine the penalties and rewards associated with performance

* Develop mechanisms for the ongoing monitoring and evaluation of the NHI system

* Devise a method to adjust contribution rates

* Devise methods to update contributions

* Identify areas for supplementary insurance

* Determine the role of private insurance.

Tasks to finalize health insurance system components
* Determine all matters relating to contributions (e.g., level, collection mechanisms)
* Decide the benefits to be provided
* Determine implementation stages by population groups
* Conduct preliminary negotiations with providers
* Determine which populations would be subsidized by the Government
* Draft necessary legislation, regulations and rules
* Determine the role of private health insurance companies
* Develop timetable for implementation of the NHI system.

Tasks to ensure administrative control and quality assurance

* Formulate registration procedures

* Devise system to collect contributions

* Develop information systems to support the NHI system

* Decide on the organizational structure, staff complement, terms and conditions of appointment and administrative
personnel

* Determine the relationships between and among the health insurance administration, the MoH, and other
government agencies

* Determine the relationship between NHI and contracting HCPs (e.g., contracts, quality assurance functions).

Tasks to develop public support
* Educate stakeholders
* Develop public relations strategy.
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Tasks towards launching the health insurance system

* Design the structure of the health insurance administration at the local, regional, and national levels. (This will
include creating an organizational chart and job descriptions.)

 Train staff of the new health insurance administration

* Develop basic units for management, provision of benefits, budgeting procedures and financial control, data
processing, planning and evaluation, complaints and public relations functions

* Develop mechanisms to control entitlement (membership cards or identification procedures)

* Develop procedures which allow the following areas to be monitored for the purpose of ensuring improved health
services: registration; collection of contributions; quality of benefits; utilization levels; client or patient satisfaction;
HCP satisfaction; responsiveness of the NHI system; health status of residents of The Bahamas.

4.2 Improvement in the Management of NIB

The NIB recently completed a number of studies on its operational efficiency and effectiveness. These studies show that
the NIB is overstaffed by approximately 25% and that it needs to significantly improve its management processes. These
recommended improvements should occur concurrently with the pre-implementation tasks associated with the NHI
system outlined in the previous section and with the tasks outlined in the Health System Strengthening Project described
in 4.3 Health System Strengthening Project which are to be implemented by the MoH and its institutions.

It should be noted that the management of the NIB is in the process of completing a 3 year strategic plan.

4.3 Health System Strengthening Project

The development of a NHI system augurs well for The Bahamas. However, it will be challenging to implement
such a system and it will require important changes in the public and private health sector. While a NHI system will
immediately improve the financing of health care, in and of itself it will not solve the problem of quality of, and access
to, health care. Moreover, since the public will be directly contributing to the system, immediate steps must be taken to
improve primary care so that the public can have confidence in and trust the system. HCPs must be more concerned
with the rational and efficient use of resources than they currently are in order for the system to work and the culture of
free medical care in The Bahamas must change.

For the health system to improve its performance to the level required to ensure the successful implementation of a
NHI system, a comprehensive HSSP should be put in place and the necessary resources should be made available to
implement this project.

The HSSP should address the following areas:

Improvement in the Essential Public Health Functions of the Ministry of Health

The MoH must strengthen its capacity for sector wide leadership and its regulatory role. This can be accomplished
by decentralizing the management of the direct provision of health care and strengthening its essential public health
functions. The MoH also needs to be reorganized at the operational level. It is vital that the Planning Unit be strengthened
and that the CMO’s office be appropriately staffed and adequately financed.

The critical areas to be addressed are:
* Reorganization of the MoH and its institutions
* Improvement of the performance and accountability of the health system
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* Theallocation of resources to health promotion, prevention, and primary care. (This will require close collaboration
and dialogue between the MoH and its institutions (PHA, DPH).)

* Situation analysis and the creation of a national health information system

* National health programmes

¢ Social communication and public information.

Improvement in Regulation and Accreditation of Health Facilities and Providers

The public health care institutions must implement operational systems and mechanisms for accreditation. Resources
will have to be made available for this purpose. The existence of an accreditation system is a prerequisite to selecting
and/or assigning providers.

Improvement in the Management of Public Health Facilities and Agencies
Public Hospitals Authority and its institutions

The PHA was established to efficiently provide hospital based health care. It holds delegated authority to manage shared
services for the entire public health system (Emergency Medical Services, Pharmaceuticals and Materials Management),
and the community clinics in Grand Bahama. The PHA must ensure that the issues which compromise the efficient
delivery of hospital care and support services are addressed prior to the implementation of a NHI system.

Among the critical areas the PHA must address prior to the implementation of a NHI system are:

Corporate level

* Change the composition of the PHA Board to include executives and more clinicians. (The roles of the Medical
Advisor and the Nursing Advisor should be executive rather than advisory and collaborative. This will require an
amendment of their job descriptions. The Medical Advisor and the Nursing Advisor should regularly attend board
meetings.)

* Locate the PHA and the senior executives at, or as close as possible to, PMH. If this is not feasible, the PHA senior
executives should be moved. At some point in the future, it may be appropriate for the senior executive officers of
the PHA to assume the leadership of PMH.

* Establish clinical directorates, with devolved decision-making powers, at the institutions.

* Develop service plans within clinical directorates which are consistent with overall hospital and health strategy.

* Develop and strengthen policies, procedures, systems, and practices to encourage decision making at the
appropriate level and to reinforce authority for medical and support personnel.

* Urgently implement the bye-laws which have already been amended.

* Develop job descriptions for physicians which are linked to rewards and incentives.

* Urgently review and amend, if necessary, policies and regulations which govern private practice in public facilities.
(The current regulations and control mechanisms regarding private practice in public facilities compromise the
efficiency of the public health institutions as well as the equitable provision of health care.)

* Integrate hospital services with primary care services. (The Managing Director and the Director of the PHA have
a major role to play in this process.)

* Examine the structure, function and necessity of the PHA.
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Institutional level

Reorganize hospital services at PMH and SRC to ensure that tertiary level specialized resources are applied only to
patients who need them. (Costs will be significantly reduced if patients who require primary and secondary care
are not given tertiary care.)

Conduct specific interventions to increase efficiency in all the institutions, and, in particular, to increase occupancy
rates and reduce the average lengths of stay. Immediate steps should be taken to solve the problem of “boarders”
who contribute to the high average length of stay and thus to the high cost and inefficiencies of hospital care. Close
coordination with social services will be required.)

Transfer clients from neighbouring islands to RAND which has excess physical capacity instead of to PMH where
the cost of treating clients is higher. (RAND has the necessary infrastructure and qualified human resources to
provide primary and secondary care.)

Urgently develop and implement a human resource plan to improve the utilization and productivity of physicians
and nurses. (This will necessitate decisions at the policy level to address the matters which currently have a negative
impact on the rational use of physicians and nurses.)

Change the organization of health care delivery to allow a more efficient distribution and utilization of human
resources. (For the most part, staffing is adequate or excessive, although in a few areas staff shortages do exist. It
should be noted that these conclusions are based on an analysis of the paid hours and not on the actual worked
hours, since information on the latter is not available.*°)

Improve quality management by establishing protocols for care and for evaluating compliance. (This would include
an improved patient referral system within the PHA institutions and between them and other institutions.)
Urgently address inefficiencies in the management of support services. (The high costs of support, therapeutic,
diagnostic, general and administrative services are now transferred to direct health care. Certain critical services
should be expanded or developed to reduce the number of diagnostic and therapeutic services which are purchased
at high costs.)

Review the Redevelopment Projects in the 3 institutions to ensure that the pre-requisites of the NHI system are
addressed. (These plans should then guide the development of the health infrastructure and be implemented as
soon as possible.)

Implement hospital-based information systems to improve management of institutional plans to support informed
decision making. (Several of the existing automated systems can be better utilized and other systems need to be
acquired. Human resources, pharmacy, and materials management systems should be acquired as a priority.)
Implement a sustained institutional development process which focuses on improved management in all the
institutions. (WinSIG is the appropriate tool for this task.)

Pharmaceutical Services

The MoH should urgently develop a national drug policy to address the gaps in legislation and to regulate the
sector. The BNDA should be located at PMH. A National Therapeutics Committee which would be responsible
for developing an Essential and Non-Essential Drugs List for public institutions should be established.

The MoH/BNDA should define criteria for ensuring the quality of pharmaceutical products sold in The
Bahamas.

The BNDA should urgently implement a system for pre-qualifying suppliers and products for the tendering
process in 2004, and develop norms for good storage and distribution practices which suppliers must adhere to
beginning in 2005.

40 Carrillo, Eduardo: “Report on the Costs of The Bahamas Public Health System”.
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A pharmaceutical register for all drugs, whether prescription or over the counter, should be put in place. The
national essential drug list should be updated to include generic drugs (i.e., drugs with proven bioequivalence).
Wholesalers, distributors, and dispensers should be registered and authorized by the BNDA.

PMH, in collaboration with the BNDA, should implement good storage and dispensing norms at PMH, for the
central pharmacy and for the ward pharmacies.

Twenty-four hour pharmacy services should be available in all hospitals in 2004 and pharmacy services should also
be available at the community clinics during clinic hours.

Department of Public Health

The DPH is one of the main providers of primary care and is under the direct line of authority of the CMO. It is

responsible for some national health programmes and for the management of the community clinics. To ensure the

efficient management of the community clinics, services should be reorganized and personnel relocated as necessary. As

funding for the community clinics will be obtained primarily from the NHI system once it is introduced, changes in the

administration and the management of the community clinics will be necessary. The DPH will have to be reorganized

to separate its public health functions from its role in providing primary care.

The following are some of the critical areas to be addressed by the DPH in the pre-implementation phase of the NHI

Project:

Improve the quality of primary care in all health centres in The Bahamas. (The model polyclinic in South Beach,
developed by the DPH, has resulted in increased quality of care and user satisfaction while containing costs. This
model should be replicated in all health centres prior to the implementation of the NHI system.)

Improve efficiency by relocating some of the existing services in the community clinics. (Direct patient care
should be integrated in the clinics, and be detached from the population based services. Clinics will be assigned
responsibility for community health of specific geographic areas.)

Strengthen the capacity of community clinics to address public health and community health concerns.
(Community clinics currently have a strong clinical emphasis. They have some community oriented activities, but
the clinics are reactive rather than proactive and they have a difficult time quantifying risk.)

Implement a comprehensive plan to improve the quality of primary care. (With improved primary care, the
demand for hospital services will decrease which will lead to the reduction in the cost of running the health
system.)

Establish the Public Health Information System.

Implement standardized referral mechanisms within the community clinics and between the clinics and other
health care agencies. (Collaboration with the PHA is necessary to achieve this. Linkages between the clinics and
the hospitals must be strengthened.)

Strengthen management and administrative capacity for the delivery of primary care.

Develop infrastructure where necessary.

Allocate resources to emphasize prevention and fill gaps in primary care services.
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ACRONYMS AND ABBREVIATIONS

ALS Average Length of Stay

ARV Ant-Retroviral

BNDA Bahamas National Drug Agency

BRC Blue Ribbon Commission

CAREC Caribbean Epidemiology Centre
CMO Chief Medical Officer

DEHS Department of Environmental Health Services
DPH Department of Public Health

EPHF Essential Public Health Function
GBHS Grand Bahama Health Services

HCP Health Care Provider

HSSP Health System Strengthening Project
ICU Intensive Care Unit

ILO International Labor Organization
IMCU Intermediate Care Unit

LCS Living Conditions Survey

LOS Length of Stay

MAB Medical Association o f The Bahamas
MTCT Mother-to-Child Transmission

MMD Materials Management Directorate
MoH Ministry of Health

MSA Medical Savings Account

MSSD Medical Surgical Supplies Distribution
NEMS National Emergency Medical Services
NGO Non-Governmental Organization
NHI National Health Insurance

NIB National Insurance Board

OR Occupancy Rate

PAHO Pan American Health Organization
PHA Public Hospitals Authority

PLWHA People Living With HIV/AIDS

PMH Princess Margaret Hospital

PNMR Post-Neonatal Mortality Rate

RAND Rand Memorial Hospital

SAVE Supply, Analysis, Valuation and Engineering
SRC Sandilands Rehabilitation Centre

STI Sexually Transmitted Infection

WHO World Health Organization

WinSIG Windows Management Information Systems

YPLL Years of Potential Life Lost
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1984 Working Party

Barrier

Capitation

Cookout

Essential public health functions

Essential services
Family units

Gap

Health Care Providers

Health System Strengthening Project

Household
Living Conditions Survey

National Costing Exercise

Glossary of Terms

a group appointed by the Government of The Bahamas in 1984 to
examine the feasibility of introducing a National Health Insurance
Plan

generally, a patient-based variable which reduces patient access to care,
and can include insufficient financial resources and / or insufficient
insurance coverage; geographic distance to health centres; lack of
transportation or insufficient funds to reach health centres; lack of
education regarding the benefits of certain health services; cultural
beliefs regarding health care; and language barriers

a provider payment mechanism in which providers are regularly paid a
stipulated amount per person for whom they agree to provide services
during a defined period of time

a meal cooked and served outdoors for a fee to raise funds

11 “essential public health functions” that should be the responsibility
of the state, as defined by PAHO

necessary, fundamental services
all the members of a household under one roof

generally, a health system based characteristic which reduces patient
access to care, and can include the absence of particular technologies;
the absence of particular supplies, such as drugs; the lack of sufficient
physical resources such as beds; lack of sufficient human resources
(doctors, nurses, administrative personnel, technologists, etc.); and the
ability to provide services at certain times or on certain days. Many
gaps are related to higher levels of functioning within the health care
system, such as financial resources, strategic planning, and resource
management.

people and institutions that provide health care services

the project outlined by the BRC to be undertaken in order to prepare
the health system of The Bahamas for the implementation of a
National Health Insurance system

a person or group of persons living in a separate dwelling unit
a study performed by the Department of Statistics in 2001

an exercise coordinated between the Ministry of Health, Department
of Public Health, Public Hospitals Authority and PAHO to determine
the cost of service provision within the public health sector
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National Health Insurance project

Non-subsidized user fee

Recency of payment clause

Solo practices

Standard care

User Fee

Validation

WinSIG

a comprehensive project proposal which clearly identifies strategies,
interventions, activities, tasks, and budget to implement a NHI
sysyem

charge to the patient which reflects the true cost of providing care

a clause which requires payments to have been made within a certain
period of time to be considered for benefit inclusion

services provided by individual health providers not working within a
group of other health professionals.

an acknowledged measure of comparison for quantitative or qualitative
care

financial charge to the patient for services received

the process of supporting or corroborating on a sound or authoritative
basis

a software tool developed by PAHO used to analyze the cost involved
in production and utilization of human resources and services in
health care institutions
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Annex 1: Comparison of Provider Payment Mechanisms

Provider Payment Mechanism

Benefits

Issues

Fee-For-Service

Providers are paid a fee for every
defined item of service (included
as a health insurance benefit)
according to a fixed schedule or
without limitations:

(a)Patient pays first and is then

reimbursed by NHI or
(b) Provider bills the health

insurance fund.

Case Payment

Providers are paid for all services
health

benefits provided during the course

included as insurance
of treatment
* For episode of illness
* For hospital admission
* Diagnostic related  group
(DRG) or other classifications
of cases
* For procedure or case (e.g.
delivery)

Capitation

Providers are regularly paid a
stipulated amount per covered
person for whom they provide
services included as health insurance
benefits as needed during a defined
period of time (usually one year).
Fixed amount per protected person/
year.

No changes in existing payment
mechanisms required.

Fixed amount per protected person/
year.

Incentive payments for special
conditions.

Usually, quarterly prepayment to

provider.

Possible
amount (hospital and community

based).

Programme budgeting is facilitated.

sharing of capitation

Low administrative cost.

121

High potental for

increasing
induced demand.

Requires complex administrative
structure for itemized fees and
charges, and therefore high cost of
health care administration.

Difficult to manage. / fraud occurs
easily.
Potential to create inequities.

High potental for

increasing
induced demand.

Requires complex administrative
structure for itemized fees and
charges, and therefore high cost of
health care administration.

Difficult to manage.

Potential to create inequities.

Limited understanding of how
health care costs can be controlled
by provider payment mechanisms
— fee-for-service still predominates.
Little knowledge about capitation
payment mechanisms to control
costs and abuse.

Requires changes in practice
and culture in both, users and

providers.

Population in the Bahamas may
have difficulties with selecting a
provider.



Provider Payment Mechanism

Benefits

Issues

Salary

According to years of service.
Incentives for special conditions
(e.g. age), incentives for special
services, additional payment for
defined tasks, (e.g. administrative
tasks).

No changes required in the public
system. This is the established
payment mechanism.  Decrease
staff moral and motivation if salaries

are low.

Decrease availability of qualified
personnel in the public sector due
to competing salaries in private
SeCtor.

Combined Method

Basic salary plus capitation amount
per protected person with incentive
payment for high-risk persons plus
fees for special services or tasks
Higher administrative costs than
capitation.

No changes required in the public
This is the established

payment mechanism.

system.
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Decrease staff moral and motivation
if salaries are low.

Decrease availability of qualified
personnel in the public sector due
to competing salaries in private
SeCtor.

Higher administrative costs than
capitation.



Annex 2: Comparison National Health Insurance Premiums

Comparison Country NHI Premium Rates

Country Benefits Total NHI % Employer % Employee %
Aruba Medical 7.5% 6.5% 1.0%
Belgium Medical 10.85% 4.7% 6.15%
Costa Rica Health. Maternity, 15.0% 9.5% 5.5%

Cash & Medical Health Care
Israel Medical 4.8% - 4.8%
Trinidad & Tobago Old age, Disability &  8.4% 5.6% 2.8%

Death; Medical
Ron, A. “Social Health Insurance: Components”. Presentation July 2003.

*

Comparison Country Annual NHI Premiums for an Individual making $15,600 / year (average per capita income)

Country Total Annual NHI $ Employer Annual $ Employee Annual $
Aruba $1,170 $1,014 $156
Belgium $1,693 $733 $959
Costa Rica $2,340 $1,482 $858
Israel $749 $0 $749

Trinidad & Tobago $1,310 $874  $437

*  Estimates based on Ron, A. “Social Health Insurance: Components”. Presentation July 2003.
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Annex 3: Government Revenues, July 1999 — June 2002

Government Revenues, July 1999 — June 2002

1999 - 2000* 2000 - 2001* 2001 - 2002* %%
Tax Revenue:
Import & Export Duties $447.446,050 $442,690,769 $398,996,600 36.9%
Property Tax $31,621,648 $33,364,158 $33,203,789 3.1%
Motor Vehicle $17,977,876 $25,097,703 $22,098,530 2.0%
Gaming Board $19,874,450 $17,044,547 $16,086,842 1.5%
Tourism Tax $84,270,465 $87,502,109 $84,096,162 7.8%
Stamp Tax $176,483,016 $197,009,072 $166,151,214 15.3%
Company Fees $22,019,822 $19,295,304 $22,931,387 2.1%
Bank, Trust Company Fees $9,061,708 $8,161,544 $7,418,163 0.7%
Insurance Company Fees $7,363,602 $7,464,308 $6,205,944 0.6%
Other Taxes $1,704,209 $1,564,915 $922.670 0.1%
Sub-Total Tax $817,822,846 $839,194,429 $758,111,301 70.0%
Non-Tax Revenue: 0.0%
Fees & Service Charges $77,271,344 $100,155,301 $81,229,396 7.5%
Revenue: Govt. Property $14,845,977 $13,284,757 $15,130,954 1.4%
Interests & Dividends $8,314,144 $10,403,053 $7,839,073 0.7%
Reimburse Loan Repay $7,217,125 $1,122,635 $8,122,846 0.8%
Commercial Services $13,567,044 $9,082,814 $4,999,528 0.5%
Sub-Total Non-Tax $121,215,633 $134,048,561 $117,321,797 10.8%
Total Tax & Non-Tax $939,038,479 $973,242,990 $875,433,098 80.9%
Capital Revenue: 0.0%
Capital Revenue $290,244 $63,389 $50 0.0%
Proceeds from Borrowings $96,178,857 $58,444,243 $207,085,782 19.1%
Total Capital Revenue $96,469,101 $58,507,632 $207,085,832 19.1%
Total All Revenue $1,035,507,580 $1,031,750,622 $1,082,518,930 100.0%

*  The Commonwealth of The Bahamas 2001/2002 & 2003/2004 Draft Estimates of Revenue & Expenditure (Recurrent & Capital); Ministry

of Finance, Nassau, Bahamas.
¥ 2001-2002.
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