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In the context of initiatives to promote universal coverage, there is an emphasis on increasing
prepayment funding for health services. This paper aims to contribute towards debates on how best
to promote financial protection and access to needed health care for those outside the formal
employment sector (i.e. those who work in the informal sector, are unemployed or are not
economically active) through prepayment funding, with a particular focus on the African context. It
reviews literature on alternative domestic prepayment funding mechanisms (i.e. does not consider
donor funding) in relation to the three dimensions of universal coverage: population coverage,
service coverage and cost coverage.

There is considerable emphasis on community-based health insurance schemes (CBHIs) as a
mechanism for covering those outside the formal sector in Africa. CBHIs have been seen as an
important way of providing some protection against the user fees introduced at public sector health
facilities in many African countries in the 1980s. However, the literature highlights that CBHIs
generally achieve very limited population coverage if operating as voluntary schemes, tend to cover
a very limited package of services and sometimes require co-payments. There are also sustainability
problems associated with these schemes due to the small risk pools. The ability of CBHIs to offer
adequate financial risk protection is dependent on whether the schemes are part of a national
financial strategy that receives government support, the design (including premium rates and timing
of contribution, whether the schemes cover outpatient and inpatient services, the range of
accredited health care facilities), the share of costs covered by the scheme and implementation
features of the scheme. Although evidence is currently limited, CBHI contributions tend to be a
highly regressive form of financing health care.

Although there are few mandatory health insurance schemes in Africa at present, experiences
suggest that in countries where they do exist, coverage is higher than for voluntary CBHIs, but still
far below universal coverage. Most of these mandatory schemes focus on covering formal sector
workers, and contributions by this group are usually progressive. In some countries, those outside
of the formal employment sector are also required to join the mandatory scheme(s), and
contributions by this group can be very regressive.

Evidence from Asia suggests that the levels of coverage among those outside the formal sector is
largely influenced by whether financial protection is offered through contributory insurance
schemes or on a tax-funded basis. Key issues from the Asian experience include the need to heavily
subsidise services for the poor and vulnerable groups, mainly through tax funding and in some cases
a combination of tax and donor funds. Governments and donors should be prepared to put aside
significant funds to offer coverage (population, service and cost coverage) to these groups.

Ultimately, to pursue universal coverage, it is necessary to increase funding from government
sources. This may include increased funding from existing taxation mechanisms, but could also
include innovative financing initiatives such as special levies on large and profitable companies; a
levy on currency transactions or a financial transaction tax. There is little experience to date of these
innovative financing mechanisms, but in African countries such as Ghana, Gabon and Zambia that
have introduced such initiatives, they have generated considerable funds. This suggests that these
financing mechanisms warrant further consideration by other African countries.



It is clear that moving to universal coverage for all in Sub-Saharan Africa (SSA) is a challenge.
Ensuring financial protection and access to needed health care for those outside the formal sector is
even more challenging due to constrained tax revenue in many countries and equity and efficiency
problems associated with contributory schemes for this group. As governments and the
international community work towards achieving universal coverage in SSA, deliberate efforts
should be directed towards ensuring that this group of the population is not disadvantaged and thus
excluded from financial arrangements. Key things to note from this review are the challenges of
contribution arrangements for this population even where legal provisions make membership
mandatory. We recommend that additional health financing arrangements to cover poor and
vulnerable groups (e.g. tax funding and innovative financing approaches) are adequately explored in
terms of the principles of fair financing before countries move towards implementing contributory
schemes for those outside the formal sector, which as indicated in this review, have limited capacity
to offer adequate financial risk protection to their members.



Health systems in many low-and middle-income countries (LMICs) are funded primarily through out-
of-pocket (OOP) payments [1-4]. OOP payments are one of the most inequitable forms of health
financing [5]; they act as a barrier to access, contribute towards household poverty, generate little
revenue (usually around 5% of facilities’ budget), and promote perverse incentives, bureaucracy and
corruption [6-8]. About 1.3 billion people worldwide do not have access to adequate health care
because of weak health care financing systems [2]. An analysis of 116 household expenditure
surveys in 89 countries established that 13% (approximately 44 million) households faced financially
catastrophic health care costs in any given year and 6% (approximately 25 million) are pushed below
the poverty line [2]. In addition to OOP payments, African health systems rely heavily on donor
funds. Health systems can be destabilised by sudden reductions in donor funding and a heavy
reliance on such funding undermines resilience of domestic health systems. While donor funds have
made a significant contribution to improving health care services in many African countries —
especially for malaria and HIV/AIDS — the need for additional domestic sources of finance remains a
priority, if health systems are to be sustainable.

In 2005, the World Health Assembly called for countries to move towards universal coverage, where
all citizens have access to appropriate promotive, preventive, curative and rehabilitative services at
an affordable cost [9]. The resolution also highlighted the need to ensure that health systems are
funded through mechanisms that allow risk pooling and cross-subsidization, that services purchased
for the population are of good quality and that efficiency is promoted. The 2010 World Health
Report recognized the important role of health care financing in achieving universal coverage [10]
while the 64th WHO Assembly in May 2011 reiterated the urgency of implementing sustainable
health financing structures and the need to monitor progress towards achieving universal coverage
[11]. In 2012, the United Nations Assembly called on governments to “urgently and significantly
scale up efforts to accelerate the transition towards universal access to affordable and quality
health-care services” [12]. Achieving universal coverage requires resilient and responsive health
systems, where domestic resources constitute a large share of health care funding.

Many countries are currently reviewing their health care financing systems to meet the principles of
universal coverage. Some middle-income countries like Thailand and South Korea have achieved
universal coverage, while others have made significant progress towards this goal. Debates on how
to offer financial risk protection and ensure access to health care in Africa have largely centered on
introducing or expanding some form of health insurance on a contributory basis. Health insurance is
viewed as a potential mechanism for overcoming health care financing challenges in Africa. Among
the countries that have introduced mandatory health insurance arrangements — or are in the
process of doing so — are Ghana, South Africa, Tanzania, Kenya, Uganda, Zambia and Burkina Faso.
In most cases, these mandatory insurance schemes focus only on covering formal sector workers.
These decisions are largely based on an assumption that tax funding is inadequate to meet the
health care needs of the population, and thus additional contributions through health insurance
schemes are necessary. A major factor that contributes to the limited tax base in many African
countries is the presence of a large informal sector. Collecting tax from this sector is thought to be
difficult and expensive due to the nature of the enterprise. It remains unclear how health insurance
contributions can be collected from those outside the formal sector in an efficient manner.



Health insurance arrangements are not new in Africa. Community-based health insurance schemes
(CBHIs) were implemented in various countries to address access barriers related to user fees
introduced in the 1980s. CBHIs have focused on covering those outside the formal sector. Various
reviews on the impact of community-based health insurance schemes on resource mobilization and
financial risk protection have been conducted [3, 4, 6, 13]. Despite being in existence for over two
decades, current evidence is insufficient to arrive at any firm conclusions regarding the success of
CBHls in offering financial risk protection. It therefore remains unclear whether or not African
countries will achieve universal coverage through contributory health insurance scheme
arrangements.

The aim of this review is to contribute towards debates on how best to offer financial protection to
those outside the formal employment sector (i.e. those who work in the informal sector, are
unemployed or are not economically active), by synthesizing evidence on (i) health insurance
coverage for this group; (ii) the extent to which these arrangements provide financial risk protection
and (iii) the equity implications of these financing mechanisms. In particular it focuses on
experiences with CBHI schemes in sub-Saharan Africa (SSA), given that this has been the main
mechanism for attempting to provide financial protection for those outside the formal sector in
Africa. Evidence on social / mandatory health insurance is also included because in some countries
these financing mechanisms also offer coverage beyond the formal sector. It also includes
experiences of financial risk protection through tax and other innovative funding mechanisms that
have the potential to contribute towards financial risk protection, although limited attention has
been paid to increasing these funding sources in the recent past.

The review is structured around three dimensions of universal coverage presented in Figure 1,
namely: Population coverage (including size and composition of risk pools), services covered (i.e.
service benefit entitlements) and the proportion of costs that are covered. Achieving universal
coverage will largely depend on the extent to which countries address the barriers associated with
each dimension of universal coverage to ensure that health financing arrangements cover a large
section of the population (and ultimately the whole population) in integrated pools, that there is
entitlement to a wide range of services and that the costs covered are sufficient to offer financial
risk protection to the population.
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PubMed and Google Scholar were the main search engines used to source relevant articles. The key
terms used to retrieve articles included “Community health Insurance, Community-based health
insurance, Mutual health insurance, Mandatory health insurance, Social health insurance, National
health insurance, Universal coverage, Health financing and Innovative health financing”. Only articles
related to SSA were included in the analysis. Other sources of literature included websites of
international organizations, for example, the International Labour Organization (ILO), World Health
Organization (WHO), United Nations Development Programme (UNDP) and the World Bank. The
period covered ended in June 2011. A few countries with significant experience on health insurance
were selected as case studies to demonstrate experience of different insurance designs in varying
contexts. These countries include Ghana, Senegal, Burkina Faso, Nigeria, Rwanda, Cameroon,
Tanzania, Kenya, Uganda, and South Africa. The review in relation to experience of insurance
schemes mainly covered areas related to population coverage, scheme beneficiaries, funding
mechanisms, and benefit package, responsiveness to population needs including the poor,
institutional structures, key success factors and challenges.



Community-based health insurance schemes (CBHIs) took root in Africa in the 1990s in response to
user fees, which were introduced in many countries as part of structural adjustment programmes
[14]. Referred to by different names (community-based health insurance, mutual health
organization, community health funds), many CBHIs were initially implemented with support from
international donor organizations, with very little community initiative [3], although some were
initiated by faith-based health facilities. More recently, some governments (for example Ghana,
Rwanda and Tanzania) are supporting their existence as part of universal coverage initiatives
(Ministry of Health Ghana, 2003; Musango et al, 2004; Chee et al, 2002). CBHIs were more common
in West and Central Africa especially in Senegal, Benin, Burkina Faso, Cameroon, The DRC, Mali and
Togo, reflecting a strong Francophone tradition of Mutual health associations [15] and later spread
to Eastern Africa. About 900 CBHls existed in Sub Saharan Africa in 2009 [16].

Government stewardship is important for guiding the process of health care financing towards
universal coverage. The government is responsible for creating and enforcing laws, setting rules,
norms and policy regulations within which all players and institutions should operate. A major
limitation for many CBHiIs is the lack of government support and legal structures. CBHIs have been
criticized for poor designs with weak legislative, technical and regulatory frameworks that to some
extent have affected enrolment rates and the level of financial protection offered [1, 17]. CBHIs
operating in countries with adequate legislative measures have been more successful in terms of
coverage and risk protection (Logie 2008; Twahira 2008). In Ghana, Rwanda and Tanzania, the
National Health Insurance (NHI) and the Community Health Fund (CHF) Acts respectively made it
mandatory for citizens to be enrolled in an insurance scheme. In Tanzania, population contributions
to CBHIs are matched with an equal government payment to the district level insurance fund to
support their activities [18]. While matching CBHI contributions can motivate schemes to recruit
members, it can promote inequities, because large schemes are often found in regions that are
economically better off than poorer schemes, meaning that the better off population benefit from a
larger share of government support than the poor. Rwanda introduced formal cross-subsidization
between schemes, which helps to equalize risks across pools [18, 19]. Box 1 summarizes the
challenges faced by CBHIs as documented by various authors.
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Extreme poverty makes premiums unaffordable

Exemptions for the poor and vulnerable are non-existent or do not work effectively
Limited understanding of health insurance among community and health professionals
Cultural values (for example, in some communities paying in advance means wishing
oneself disease)

Perceived low quality of care in accredited facilities

Low trust in the integrity of organizations

Unresponsive health systems

Unofficial payments

Lack of legal structures and government support

Weak managerial capacity

Poor technical design that led to fraud, adverse selection and cost escalation

Sources: see references 1-5
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Large risk pools offer better financial risk protection and enhance income and risk cross-
subsidization [2]. In Africa, CBHIs are characterized by low membership, usually a few hundred
members, from higher socioeconomic groups and often sicker than the rest of the population [13].
Enrolment has been estimated to vary from less than one percent to ten percent of the target
population, with the highest enrolment rates reported in the Democratic Republic of Congo, Ghana
and Rwanda (Criel 1998; Atim and Sock 2000; Logie et al 2008 Ekman 2004; Scheil-Adlung, Bonnet et
al. 2010). A review of 258 CBHIs in developing countries, found that only two percent of CBHIs had
more than 100,000 members. More than half (55%) had membership below 500. In addition,
schemes with relatively high enrolment rates also suffer from fluctuating membership, although the
magnitude of this problem has not been documented [16]. Exceptions to low coverage included the
Bwamanda insurance plan in the DRC, the Nkoranza scheme (Ghana), schemes in the Thies region
(Senegal) and the government supported schemes in Rwanda [16]. Even in countries where many
schemes exist, the risk pool remains small since most operate independently from each other [14].

Enrolment is generally observed to be higher among schemes not directly managed by the
community, particularly in schemes born out of successful pre-existing institutions such as mission
hospitals, schemes which entail a certain level of compulsion, for example those linked to micro-
finance institutions, and those that are heavily supported by the government [16]. A micro-finance
scheme in Kenya requiring all people granted loans to enrol in the CBHI has achieved 50% coverage
among micro- finance scheme members[20]. Various factors make scaling up of CBHIs difficult,
including high poverty levels in target communities, limited understanding of the health insurance
concept, limited or no government support and poor technical design (e.g. frequency of
contribution, contributions rates that are inadequate to meet the costs of the benefit package).
Table 1 presents a summary of the extent of population coverage by CBHIs in selected African

countries.
Average population
— Number of CHI Population coverage by coverage by any form
u
v schemes CBHI of contributory
insurance
Senegal 130 4% or less (2003) <20% (2007)
51 (2003) 0.31 % (2003)
Mali <10% (2003)
102 (2006) 3% (2009)
10% of pregnant women
Guinea 90 (2006) (target pop) in 17/ 33 <1.5 % (2006)
districts
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< 0.2% (2006)
Burkina Faso 60 (2006) 6% in one CBHI in Nouna
district
Benin 120 (2006) < 1.4%
Togo 12 (2006) <0.5%
30 (2006)
Cameroon <0.2%
107 (2008)
Niger 18 (2006) <0.7%
. . 0.7% of Dar Naim’s
Mauritania 1 Dar Naim (2005) .
population
20-40% of district
Ghana 83 (2005) .
population
Tanzania 2 (2007) 10%
Rwanda 354 (2005) >75% in 2007
1 (CAM)- pioneer
Burundi** scheme 10-25% (CAM)
29 (2009)
55% (2008)
The DRC 1-Bwamanda
26% (2009)

Source: Adapted from Soors W, Devadasan N, Durairaj V, Criel B: Community Health Insurance and Universal
Coverage: Multiple paths, many rivers to cross World Health Report 2010, Back ground paper, No. 48

The vast majority of CBHIs are located in specific geographical regions, mainly rural areas, although
there are a few that operate in urban areas, and in a few cases like Ghana, Tanzania and Rwanda,
CBHIs have national coverage. A few schemes target specific populations like pregnant women [18].
Membership of these schemes mainly comprise of people within higher socioeconomic status,
leaving out a sizeable proportion of the poor population [16]. CBHI members are often known to
each other and play an active role in managing the scheme [13]. Despite the premiums being
community-rated and lower than those charged by private health insurance companies, they remain
unaffordable to the majority of the population, who have low and unreliable incomes [6, 8, 14, 18,
21, 22]. For example, Schmidt et al found that CBHIs with a contribution of greater than one United
States Dollar (USD) per year per capita exceeded monthly income for the poorest groups [23]. They
noted that attempts to maximize revenue for the health system through CBHls is unlikely to succeed
unless the entire population is covered [23]. Low coverage among the poorest population promotes
inequities in access to health care since the poorest populations often have higher needs for care.
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Designing benefit packages that are affordable, equitable and sustainable remains a challenge for
CBHiIs. Benefit packages are sometimes designed by community members based on the scheme’s
revenue level, often without any technical support from relevant bodies. Community members are
sometimes interviewed to identify priority needs that can be covered through the premium [15].

CBHIs provide access to health services through a variety of providers: public, CBHI's own facility,
private-not-for profit and private-for-profit providers. A review of 132 CBHI schemes reported that
most of the schemes purchased services from public providers (61%), 17% purchased from CBHI
owned health facilities and 18% from a mix of public and private (mainly private-not-for profit). Only
4% of the CBHIs purchased services exclusively from private providers [15]. Often CBHIs cover costs
related to inpatient benefits, although a few include outpatient care. Rarely does the benefit
package include comprehensive cover and people are often required to make co-payments. In
Senegal, for example, the Fendane scheme meets the full costs for outpatient emergency care, 10
days of inpatient care, but a co-payment is required for surgery and delivery costs [15]. As shown in
Table 2, most schemes offer a limited benefit package that comprises of either one or a combination
of services including outpatient and inpatient care, surgery, deliveries, diagnostic tests, referral to
specialist hospitals and basic primary health care. Often members have to co-pay a large proportion
of the costs, which makes health care unaffordable and limits the potential for CBHIS to offer
financial risk protection to their members. Although the design of benefit packages often involves
communities, the extent to which the benefits are responsive to members’ needs and preferences
remains unclear.

Country Scheme Benefits package Co-payment?

100% out-patient urgent
consultation

10 days hospitalization 50% of surgery
S o Fendane 50% ; o )
enega MHO® o SUrgery costs 25% midwife and delivery
1
75% midwife and delivery costs costs
50% discount given by local hospital
for all services not covered®
All members can access the provider
Eizzitaglts;v:\:ti:::;l?j’C'Til:]?:ga' Kibuli, Registration fee of Ush. 1000
(50.57)
Colty o O e mint | 1500 5056) e
Uganda® Micro Care’ ’ P

the hospital Coverage up to a limit of
$195 per patient per 8
months for inpatient
treatment®

Others: surgery; X-rays and lab
procedures; prescription drugs;
maternity; dental care and optical
consultation®
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Covers 100% of hospitalization,
deliveries and snakebites.

Members must use community

None. All routine health

1 UCGM )
Benin Sirarou’ health center and health posts for services and drug coslts are
deliveries and designated hospital borne by households
(UCGM is part of 9 MHOs serviced by
a common hospital®)
Outpatient services; ambulance
Mali2 MUTCO services for referred care cases;
screening and therapy for
tuberculosis®
Guinea? MURIGAS CBHls targeting pregnant women
and safe motherhood
Most schemes include C-sections in
the benefits package
Estimated 12 -
Togo <chemes More recent schemes have no ceiling
only in 2006 | 1 scheme considering including
emergency care for children with
malaria’
Flat co-payment for
Outpatient
Mauritania? Dar Naim Comprehensive primary care but Proportional co-payment
Scheme limited referral® 25% (delivery services)
70% drugs for chronic
diseases’
2 NGO
Tanzania driven In-patient and outpatient care-
schemes in dispensaries and first referral level
Mbeya
Limited benefits package
Mutuelles de | Full package of basic services is
Rwanda Sante available in just 44% of facilities and
in these, staff adherence to
treatment standards is low
No co-payment for
DRC2 Bwamanda | Hospital care — contingent on maternity services

referral from health centre

20% co-payment for all
other services

Source: 1Tabor, 2005; 2Soors, 2010
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The proportion of costs covered is an important indicator of financial risk protection. In a systematic
review of the literature, Ekman (2004) noted that CBHIs provided some financial protection by
reducing OOP payments and improved cost recovery. Table 2 shows that few, if any CBHIs offer
comprehensive coverage to their members. Co-payments are common and are sometimes as high as
75% of treatment costs. Evidence on the impact of CBHIs on level of OOP payments is mixed, with
some settings reporting a significant decline in OOP payments, while others suggest little impact and
in some cases increases in OOP payments among CBHI members. In Rwanda, for example, insured
households spent significantly less on OOP payments than the non-insured (3.5% and 6.6% of their
capacity to pay (CTP) respectively). Some insured households still reported potentially catastrophic
OOP payment levels, although these were relatively lower than their non-insured counterparts.
Among insured households only 20.1 %, 9% and 2.2% spent over 10%, 20% and 40% thresholds of
CTP respectively, compared to 41.6%, 23.6% and 8.6% of non-insured households [19]. Other studies
have shown that the financial protection offered through CBHls is limited [24], while others show no
protection [25].

Since most CBHIs only cover inpatient services, they offer limited, if any, financial protection for
outpatient care [26]. They have however been shown to offer significant financial protection for
inpatient care. In Ghana and Senegal, average hospitalization OOP expenditure for conditions
included in the benefit package was significantly lower among CBHI members compared to non-
members (Ghana=USS 2 and US$44; Senegal= USS 61 and USS 234 for members and non-members
respectively). Clearly, the policies governing CBHIs including the range of benefits members have
access to and the level of co-payments have important implications for the proportion of costs
covered.

By offering financial protection, CBHIs ideally should increase access to health care services through
reducing the financial barriers to access. Evidence suggests mixed impacts with some cases showing
increases in use of health care services, while others show no impact. In Rwanda, health centres’
utilization rates increased from 0.28 new visits per capita in 1999 to 0.86 in 2008 [18]. In Ghana
CBHIs members utilized health care services six times more than non-members [18], and
membership increased the likelihood of seeking care from modern health care providers [26].
Among CBHI members in Rwanda the elderly were less likely to use services compared to under-fives
and the rest of the population. The richer quintiles were also more likely to use services compared to
the lowest quintiles. These findings suggest that even when people are covered through the same
scheme, access to health care services may differ due to other financial and non-financial barriers
[19]. Availability of a health facility in the community increases enrolment, suggesting that CBHls
may have a limited role in improving access for those far from health facilities [26]. Although
increasing access to health care for members is positive, it is not in line with the goals of universality
since it promotes exclusion of non-members, and contributes towards fragmented health systems
where members and non-members may have access to different types of health services.
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Very few studies have documented the progressivity of payments to CBHIs. A recent study
conducted in Tanzania reported that the poorest population spent a larger proportion of their
income on CBHI contributions compared to the richest population (i.e. CBHIs contributions were
regressive)[27]. Indeed, with a Kakwani Index of -0.49, contributions to CBHI in Tanzania are more
regressive than any other form of health care financing according to the results of financing
incidence studies in OECD countries as well as low- and middle-income countries in Africa and Asia
[26]. It is, therefore, very important that the equity implications of CBHI contributions are explored
in other settings before they are incorporated in national universal coverage programmes to ensure
that the design is in line with the principles of fair financing.
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The concept of mandatory health insurance (MHI) is very recent in Sub-Saharan Africa and there is
almost no evidence on actual impact of MHI in the African context. Establishing mandatory health
insurance schemes is a challenge for countries in SSA. High poverty levels, a large informal sector,
weak revenue collection mechanisms, lack of trust, non-functional health systems and political
interference are some of the factors that make the establishment of mandatory health insurance
schemes in SSA difficult. Kenya is one of the few African countries that have had a mandatory health
insurance scheme spanning several decades. A few countries including Ghana, Tanzania and Rwanda
have recently introduced mandatory health insurance as a transition towards universal coverage.
Others like Zambia and Uganda are considering introducing a MHI.

The designs of NHI schemes differ across countries. In Kenya, the National Hospital Insurance Fund
(NHIF) was initially developed to offer financial protection against the costs of inpatient services for
those working in the formal sector, but membership now includes those outside the formal sector.
Membership of the NHIF is mandatory for those working in the formal sector (both public and
private) and voluntary for those outside the formal sector. Contributions to the NHIF range from KES
30 (USS 0.4) per month for the lowest income groups, to KES 300 (USS 3.8) for individuals earning
above KES 15000 per month. The NHIF is purely funded through employee’s contributions and does
not receive any financial support from government. Employers also do not contribute any share for
their employees towards the fund.

In Ghana, the NHI scheme was implemented through a network of District Mutual Health Insurance
Schemes (DMHIS). There are about 138 DMHIS in the country [28, 29]. Each district has at least one
scheme. The NHI is funded through multiple sources including earmarked budgetary allocations,
payroll deductions for formal sector employees, the national health insurance levy, social security
contributions and direct premiums by those outside the formal sector. The NHI is heavily subsidized
by the government. Scheme members pay a one-time registration fee of four Ghanaian Cedis (Ghc);
those working in the formal sector contribute 2.5% of their income, while a flat annual premium
applies to those in the informal sector [29]. Premium rates range from 7.2 Ghc to 48 Ghc [30]. The
government fully subsidizes premiums for the poorest population who are identified by community
members.

The national health insurance fund in Tanzania is compulsory for all government employees.
Employees contribute 3% of their salaries to the fund and the employer contributes an equal
amount. Health insurance coverage for private sector employees is linked to the National Social
Security Fund (NSSF). As described earlier, community-based health insurance schemes offer
coverage to those outside the formal sector on a voluntary basis; contributions are community-rated
and rates vary from one scheme to another. The government matches members’ contribution by a
100% grant.
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Rwanda is often held up as the prime example of contributory insurance schemes being used to
achieve universal coverage in Africa. There are three health insurance schemes in Rwanda:
Rwandaise assurance maladie, Military medical insurance scheme, and Assurances maladies
communataires [31]. These three schemes are the product of considerable consolidation. Between
2000 and 2003, 100 CBHI schemes were started with government support and by 2004 an estimated
24% of the population was insured. In 2005, with the support of external funding, these were further
scaled up and membership of vulnerable groups was increased along with administrative capacity
building and risk pooling initiatives. The government is currently looking at ways to combine the
remaining three risk pools into one national pool [31, 32].

e Rwandaise assurance maladie is a compulsory health insurance for government employees and
is also open to private sector employees who can join voluntarily.

e Similarly, the Military medical insurance scheme is a compulsory health insurance for all military
personnel.

e The Assurances maladies communataires, is a mandatory Community Based Health Insurance
(CBHI) scheme that provides cover to those who live in rural settings as well as those who work
in the informal sector, and is subsidizing premiums for those who cannot contribute to the fund
through innovative funding sources.

Unlike voluntary CBHIs, mandatory health insurance schemes tend to cover a larger proportion of
the population. By 2008, 55% of Ghanaians had registered with NHI, although only 45% had received
their membership cards. Indigents, children under 18 years whose parents are enrolled, pensioners
under the social security scheme and pregnant women are exempted from paying the premiums.
Although the government is willing to cover premiums for the poor, membership is mainly
comprised of higher socioeconomic groups. Membership also differs by geographic regions and
ranged from 13% to 70% in different regions in 2008 [29].

The NHI fund in Tanzania covers 5% of the population, while community health funds cover less than
one percent. The social health insurance benefit for private employees records very low membership
rates [28]. In Kenya, coverage of formal sector workers through the NHIF is very high and estimated
to be close to 100%. About two million workers and eight million dependents are covered by the
fund. Coverage of those outside the formal sector is very low and estimated to be 500,000 members
and their dependants.

In Rwanda, CBHI membership was voluntary up until 2008, and while it is still voluntary in practice,
the legal framework passed makes membership mandatory [32-34]. Membership in the CBHI
scheme in 2006 was estimated to be 73% of the population [33, 35]. Each member contributes an
annual flat-fee of 1000 Rwandan Francs, the equivalent of USS 2, to the fund. There is some
protection though for those who are indigent. The village committees decide who is too poor to pay,
and these the contributions for these people are covered by donors. In addition, those with
HIV/AIDS and their families’ contributions are waived [33]. It is estimated that by 2009, 91% of the
country’s population was enrolled in one of three health insurance schemes [35].
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Mandatory schemes in Ghana and Tanzania cover outpatient and inpatient services at public sector
and accredited private facilities [28]. In Ghana, almost all outpatient and inpatient services targeting
over 90% of the disease burden including essential medicines (as included in the NHIS approved list)
are offered to the insured without any co-payments. However, antiretroviral drugs, hormone and
organ replacement therapy, heart and brain surgery other than when caused by accidents, diagnosis
and treatment abroad, dialysis for chronic renal failure and cancer treatment are excluded from the
package [30]. The benefit package in Ghana is thought to be unsustainable because it is too
generous [30]. In Tanzania, the NHI fund covers both inpatient and outpatient care, but has
individual spending limits [28].

The benefit package for the NHIF in Kenya differs by type of accredited facility. It meets the costs of
inpatient care only but the cover includes all diseases and maternity care. All government facilities,
including teaching and referral hospitals provide comprehensive cover to NHIF members without
any co-payments [36]. Individuals seeking care from faith-based facilities and some small size
private-for-profit facilities also enjoy comprehensive benefits, but a co-payment of KES 15,000 may
be charged in cases of surgery, at the discretion of the health facility. Benefits at private facilities
include a flat daily payment rate that differs depending on the size and kind of services available at
the hospital and ranges from KES 400 to KES 1800 [37]

In Ghana, health care for NHIS members is provided by accredited and contracted providers - both
public and non-government. In 2008, private providers accounted for 30% of the NHIS health-care
provision [30]. In Kenya, the NHIF purchases services from 400 accredited government, private and
mission health facilities [38]. In Tanzania, public facilities are the main providers of services to NHIF
beneficiaries, comprising about 86% of total accredited facilities (although they account for only 50%
of the benefit payments). Private health institutions have to apply individually for accreditation
unlike government facilities which get blanket accreditation. The providers in Tanzania and Ghana
are paid on a fee-for-service basis, within 60 days of submitting a bill [28], although Ghana has
recently introduced DRGs for inpatient services and is piloting capitation for outpatient services.

In Rwanda, the range of services covered is not necessarily as extensive as other countries. However,
basic services are covered including family planning, antenatal care, acute care, normal and
complicated deliveries, basic laboratory examinations, generic drugs, hospital treatment for malaria
and some tertiary care. In the case of a health disaster a central reserve fund has been set up to
cover those costs [31, 32].

In Kenya, the NHIF provides inpatient cover of up to KES 396,000 per year for the contributor,
spouse and children. It covers up to 280 inpatient days per member and their beneficiaries each year
[36, 37]. Co-payments are usually required for those seeking care from private-for-profit facilities.
For faith-based facilities, individuals may be required to make a payment of KES 15,000 for surgery
cases, although this is at the discretion of the facility. The reimbursement rates often form a small
proportion of the total costs of care and people seeking care from private hospitals have to meet the
remaining costs through OOP payments or other forms of payment including private health
insurance or employers’ related cover.

20



No co-payments are required in Ghana but in Tanzania the NHI has set a limit as to the level of costs
that can be paid using premiums. However, informal payments among the insured are common in
Ghana: people are charged for receiving services out-of-hours; patients are asked to pay for drugs
which are out of stock or for ‘better drugs’ that are not provided under the NHI benefit package, i.e.
not on the essential drug list [29]. While it is not clear why informal charges exist in Ghana, it is
suggested that the increased workload resulting from the NHIS and a health system that was not
adequately prepared to cope with increasing demands could have contributed to increasing informal
charges.

In Rwanda, not all costs are covered under the CBHI and members pay a flat fee of USS 0.4 per visit
and 10% of the cost at hospital level [32, 33].

Since mandatory health insurance is very recent in SSA, there is very limited information on its
impact on access to services. The information available from Ghana and Rwanda suggest that
mandatory health insurance schemes promote access to health care services. The Ghanaian NHIS,
for example, led to an increase in the use of health care services and decrease in out-of-pocket
expenditure. The number of outpatient visits rose from 12 million in 2005 to 18 million in 2008,
while inpatient admissions rose from 0.8 to 0.9 million over this period. Insured persons recorded a
utilization rate of 0.9 out-patient visits per capita, almost twice the non-insured at 0.49 out-patient
visits per capita [29]. The NHI has also contributed to greater use of formal health care among the
insured and mortality among the insured population is reportedly low.

Very little information exists regarding progressivity of MHI in SSA, mainly because these schemes
are relatively new. Recent evidence from Ghana, Tanzania and Kenya suggest that contributions
towards NHI from those working in the formal sector are progressive (i.e. the richest population
contribute a larger proportion of their income towards MHI compared to the poorest population).
Kakwani indicies® for MHI contributions by formal sector employees were estimated at 0.42 in
Tanzania, 0.26 in Ghana and 0.17 in Kenya [27, 39]. Contribution rates in Kenya were historically
structured to be progressive, but this progressivity has reduced because contribution rates have not
been reviewed for the last 45 years of NHIF existence, although salary levels have increased
significantly over time. However, contributions to MHI by those outside the formal sector are very
regressive. For example, the Kakwani Index for MHI premiums by this group is -0.31 in Ghana [26].
As with CBHI contributions in Tanzania, this is one of the most regressive financing mechanisms
based on financing incidence studies across the world and raises serious concerns about financing
equity in relation to contributory insurance schemes for people outside the formal employment
sector.

! Kakwani index is a measure of progressivity. Its value ranges from -2 to 1. A negative value indicates
regressivity, while a positive value indicates progressivity. A value of zero indicates proportionality.
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6. Non-contributory funding mechanisms to cover
the informal sector

As indicated earlier, the emphasis in seeking ways to extend financial protection in Africa has been
on contributory health insurance schemes. Recently, there has been an interest in exploring funding
health care through introducing dedicated taxes or other ‘innovative’ funding mechanisms. This
interest has been promoted by the report of the 2009/2010 Taskforce on Innovative Financing for
Health Systems [40]. The suggestions of this Taskforce, along with the recommendations of the 2010
World Health Report and background papers are summarised in Table 3, with country-specific
examples where available [31, 41, 42].

Table 3: Non-contributory options for innovative health financing

Fund-
. raisin .
Options g Assumptions/ Examples
potentia
|
Special levy on large Gabon has instituted a 10% levy on mobile phone
and profitable companies. International examples include
companies: levy S$ - 8SS | Australia where a levy on mining companies has
imposed on some large been imposed and Pakistan which has a tax on
enterprises pharmaceutical companies
Levy on currenc . . S . .
v . v There is a potential to raise significant funds in this
transactions: tax on . . .
. way for some middle-income countries and
foreign exchange SS - 88S . o )
. . countries with important currency transaction
transactions in currency
markets
markets
Gabon implemented a levy on remittance
transactions in 2009. It constitutes a 1.5% levy on
the post-tax profits of companies that handle
remittances. Zambia introduced a levy of 1% on all
Domestic Financial transaction gross interest earned in any Savings or Deposit
. tax: levy on all bank Accounts, Treasury Bills, Government bonds or
options . SS L .
account and remittance similar financial instruments. The revenues are ear
transactions marked for supporting efforts to increase access to
HIV treatment. International examples include:
Brazil where a bank tax was introduced in the
1990s; this was later changed to a tax on capital
flows into and out of the country
Tourism tax: tax levied g Airport taxes are already widely accepted; a health
on tourist activities component could be added
Tobacco excise tax: tax 88 These taxes are collected in most countries but
on tobacco products there is scope for increasing these excise taxes.
Some groups are lobbying for a portion of these
. excise taxes collected to be earmarked for health.
Alcohol excise tax: tax 88 Increasing the excise taxes on tobacco and alcohol
on alcohol products has the beneficial effect of decreasing consumption
and therefore has a positive health impact
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External
sources

Excise tax on unhealthy

food 299

Diaspora bonds:
government bonds for
sale to nationals living
abroad

$S

VAT with a share
earmarked for health

Air-ticket levy -

solidarity taxes on

specific goods and SS
services such as air-

tickets

Sale of bonds
guaranteed by donor $S
countries

Currency transaction
levy

$SS

Mobile phone voluntary
contributions - solidarity
contributions which
allow individuals or
companies to make
voluntary donations via
their monthly mobile
phone bill

$S

Selling franchised

products - companies

are licensed to sell

products and a portion S
of the profits goes to

health (ex. Global Fund's
Product RED)

$S - 555

Romania is proposing a 20% levy on foods high in
fat, sugar, additives and salt

Lowers the cost of borrowing for the country; have
been used in India, Israel and Sri Lanka though not
necessarily for health

Ghana for example funds 75% of its NHI with
general tax funding. This is supplemented by a 2.5%
NHI levy on VAT (VAT is currently at 12.5%). Only
3% of the NHI income comes from contributory
mechanisms

An air-ticket levy was used to fund Unitaid a drug-
purchase facility for HIV/AIDS, TB and Malaria.
Recently, the Millennium Innovative Financing for
Health launched a voluntary solidarity levy called
MassiveGood whereby individuals can contribute to
Unitaid through voluntary contributions when they
buy travel and tourism products

This allows aid to be released initially and not
deferred. Funds are currently being channelled in
this way to the International Financing Facility for
Vaccines (GAVI Alliance). Eight countries have
pledged to contribute the finances for when these
bonds mature. It is being debated whether these
funds should be considered to be part of the
countries' planned future aid

The high-level Taskforce on Innovative International
Financing for Health Systems recommended the
currency transaction levy as the initiative with the
potential to raise the greatest amount of money
globally

This is relevant to low-, middle- and high income
countries. The global market for post-paid mobile
phone services is USS 750 billion. Therefore if only
1% could be collected it would raise a lot of money.
The establishment and running costs could be
about 1-3% of revenues

Selling franchised products or services for which a
percentage of the profits go to health. An example
is the Pampers/ Unicef one pack = one vaccine
initiative where with every pack of Pampers nappies
bought, a percentage is donated towards Unicef's
vaccination program.
http://www.youtube.com/watch?v=NAviWVj12AU

Sources: WHO (2010); Taskforce on innovative international financing for health systems (2009).
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In order to generate additional funds for health care from non-contributory sources, some countries
are beginning to focus on revenue sources such as taxes that are easy to collect, especially if there is
a large informal sector. These taxes include, for example, the so-called Robin Hood taxes such as
special levies on large and profitable companies; a levy on currency transactions; a financial
transaction tax; or a tourism tax. The basic premise of these taxes is that they target the rich and
redistribute wealth. These taxes are often vehemently opposed and are accused of disincentivising
large companies from investing in countries that impose them, or in the case of a levy on foreign
exchange transactions that these measures constitute exchange restrictions [43]. Nevertheless
Gabon imposed a 10% tax on mobile phone operators as well as a 1.5% levy on the post-tax profits
of companies that handle remittances. Combined, these levies raised an additional US$ 30 million
for health in 2009, USS 25 million of which came from the levy on mobile phone companies [31, 41].
These funds were directly used to cover the portion of the population not economically able to
contribute to the National Health Insurance (NHI).

Similarly, Zambia has introduced a levy of 1% on all gross interest earned in any savings or deposit
accounts. The revenue generated is earmarked for supporting government efforts to increase access
to HIV treatment. In 2009, USS 3.9 million was raised through this medical levy [41, 44].

Another way to increase tax revenue is to increase the Value Added Tax (VAT) rate where a VAT
system already exists. The concern is however that raising VAT on products may disproportionally
impact on the poor as VAT is generally regarded as regressive, based on tax incidence studies in
high-income countries. In Ghana a 2.5% national health insurance levy was added to VAT, which was
previously 12.5% (i.e. is now 15%). The country meets most (70 — 75%) of its funding needs for the
NHI through this VAT-linked NHI levy, while most of the rest comes from other public funds and
development partners. Notably only 3% of total NHI income is collected though direct contributions
by informal sector workers [31]. Most importantly, VAT has been found to be progressive in Ghana,
as is the case in many other low-income and some middle-income countries.

Taxes where the revenue is designated or earmarked to be spent in, for example, the health sector
or on a particular programme are referred to as hypothecated (or dedicated) taxes. The levies
described above were examples of hypothecated taxes. The WHO in the 2010 World Health Report
argues that Ministries of Health are often in favour of hypothecated taxes as the revenue is stable
and guaranteed. However, Ministries of Finance often oppose them as it is felt that it undermines
their mandate to allocate budgets [31]. There has been considerable lobbying for sin taxes to be
earmarked for the health sector. This refers to excise taxes on tobacco products, alcohol and (newly
proposed) unhealthy foods. It has the added benefit of influencing consumer behaviour towards
healthier options thereby decreasing the burden of non-communicable diseases on the health
sector. In most countries collecting excise taxes on tobacco and alcohol products, these funds go
into general government revenue and not directly to the health sector. There is however room for
increased taxation in these sectors and for this additional amount to be allocated to the health
sector, as has been done in Australia, Korea and Thailand2[40].

The Western Australia health promotion foundations healthway was initially funded though an increase in the tobacco levy; so was the
Republic of Korea’s National Health promotion fund; and Thailand’s Health Promotion Fund.
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Additional sources of domestic funds suggested by the Taskforce on Innovative International
Financing for Health Systems included diaspora bonds that would be marketed to nationals living
abroad and would theoretically lower the cost of borrowing for the country. There are currently no
examples of this strategy being used for the generation of health care financing.

With the impact of the global recession being felt in many donor countries, there is an increasing
need for finding predictable and sustainable external sources of financing for health care [31].
Solidarity taxes such as air-ticket levies and mobile phone voluntary contributions have been
proposed. Unitaid (http://www.unitaid.eu/), an initiative to finance more drugs for the treatment of

HIV/AIDS, TB and Malaria, has used an air-ticket levy to fund the initiative. Subsequently,
MassiveGood has been launched as an initiative to provide people purchasing air-tickets the
opportunity to voluntarily donate a portion of the ticket price to Unitaid. A similar initiative has been
proposed for mobile phone expenditure. The global market for post-paid mobile services has been
estimated to be in excess of USS 750 billion; if only 1% of this amount could be raised, it would make
a significant difference. The selling of branded products such as the Pampers and UNICEF “one pack
= one vaccine” initiative could be another source of external funding.

The high-level Taskforce on Innovative International Financing for Health Systems identified the
currency transaction levy as the initiative with the potential to raise the greatest amount of money
globally. While the recommendation is aimed at middle-income countries, 10 high-income countries
account for 85% of the foreign exchange trade and trade is minimal in low-income countries. Funds
could however be raised in high-income countries for health care in low-income countries. Indeed in
India a currency transaction levy of only 0.005% has been modelled and would yield US$ 370 million
per year [31].

Some of the concerns around these external funding sources relate to the portion of the gross
revenue raised which would be required for administration fees. In addition, when funding projects
directly, donors often require regular reporting on progress in these programs, which can place
undue strain on the health sector and further divert valuable funds [31].
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This review aimed to synthesise evidence on approaches to providing improved financial risk
protection for those outside the formal employment sector in SSA, the extent to which they achieve
this objective and the equity implications of these financing arrangements. Here, we summarise the
key findings and draw lessons that can inform debates on how best to offer financial protection to
those outside the formal sector in SSA and in so doing contribute towards universal coverage
debates in the region. Although the focus of this report is on SSA, we also draw on experiences from
Asian countries that have made significant progress in providing coverage to those outside the
formal sector to inform our conclusions [44].

The review has shown that CBHIs offer limited financial protection. They perform poorly in terms of
population coverage, types of services covered and the proportion of cost covered through the
contributions. In terms of population coverage, the review has shown that CBHIs cover a very small
proportion of the target population, with the exception of settings where they form part of a wider
national health financing arrangement like in Rwanda and Ghana. Many small CBHI schemes operate
within countries, often leading to limited risk pools that face potential sustainability challenges. In
addition, the fragmentation of risk pools undermines the potential for risk and income cross-
subsidisation, particularly because membership of CBHIs often excludes the poorest in society. The
voluntary nature of these schemes, with many schemes employing agents to go door-to-door to
encourage households to join and to collect annual contributions can lead to high revenue collection
costs and low net revenue. Regarding the types of services covered through the schemes, the results
show that benefit packages are very limited, mainly covering some aspects of inpatient services at
public or faith-based facilities. Schemes that cover both inpatient and outpatient services often have
larger membership because they are perceived to be more beneficial to members than those that
only cover inpatient services, which members might not require over a long period of time. Very few
CBHI schemes, if any, offer comprehensive coverage to their members (i.e. zero copayments). Many
require members to fund a large share of treatment costs through OOP payments, which can
sometimes be catastrophic. Cleary, the ability of CBHIs to offer adequate financial risk protection is
dependent on whether the schemes are part of a national financial strategy that receives
government support, the design (including premium rates and timing of contribution, whether the
schemes cover outpatient and inpatient services, the range of accredited health care facilities), the
share of costs covered by the scheme and implementation features of the scheme. Finally, the
evidence that exists on the equity of these financing arrangements, although currently limited shows
that contributory scheme payments by those outside the formal sector are highly regressive. This
has been found both where CBHI scheme membership is voluntary (as in Tanzania) and where
contributions by those outside the formal sector are made as part of a National Health Insurance
scheme (as in Ghana).

Although there are very few mandatory health insurance schemes in Africa, experiences suggest that
in countries where they do exist, coverage is relatively high compared to CBHIs, but still far below
universal coverage. Contributions by formal sector workers are often progressive, but those from
other groups can be regressive, as was found in Ghana. Low membership has been reported even in
settings where people are legally required to belong to health insurance schemes, mainly because of
problems associated with enforcing the law on those outside formal sector employment. Depending
on the design, MHI can promote disparities between regions especially where schemes or districts
are rewarded through grants for high coverage.
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Evidence from Asia suggests that the levels of coverage among those outside the formal sector is
largely influenced by whether financial protection is offered through contributory insurance
schemes or on a tax-funded basis [45]. Key issues from the Asian experience include the need to
heavily subsidise services for the poor and vulnerable groups, mainly through tax funding and in
some cases a combination of tax and donor funds. Governments and donors (but ideally
governments) should be prepared to put aside significant funds to offer coverage (population,
service and cost coverage) to these groups. Experiences in seven countries in Southeast Asia also
highlight the challenges of collecting contributions from those outside the formal sector, even in
countries like Philippines and Vietnam where efforts have been directed towards identifying
innovative mechanisms to collect contributions from these groups. High premium collection costs,
high mobility among this group and seasonality of cash income are some of the factors that have
hindered progress in contributory approaches to cover those outside the formal sector. In Thailand,
extending coverage to those outside the formal sector through contributory mechanisms was
difficult, leading to a decision to cover this population through tax funding in 2001. Governments
need to carefully consider the advantages and disadvantages of collecting health insurance
contributions from those outside the formal sector versus offering protection through tax funding
and choose the most appropriate option for their setting.

The Taskforce on Innovative International Financing for Health Systems provided some useful
suggestions on new sources of funding for health care. However, there is to date little experience
and hence evidence available on the implementation of these suggestions. Indeed in Sub-Saharan
Africa, there are only three country examples of implementing innovative financing initiatives,
including Ghana, Gabon and Zambia. In these countries, considerable funds have been generated
through these initiatives, which suggests that they warrant further consideration by other African
countries.

It is clear that offering financial risk protection for all in SSA is a challenge. However, ensuring
financial protection and access to needed health care for those outside the formal sector is even
more challenging due to constrained tax revenue in many countries and equity and efficiency
problems associated with contributory schemes for this group. As governments and the
international community work towards achieving universal coverage in SSA, deliberate efforts
should be directed towards ensuring that this group of the population is not disadvantaged and thus
excluded from financial arrangements. Key things to note from this review are the challenges of
contribution arrangements for this population even where legal provisions make membership
mandatory. We recommend that additional health financing arrangements to cover poor and
vulnerable groups (e.g. tax funding and innovative financing approaches) are adequately explored in
terms of the principles of fair financing before countries move towards implementing contributory
schemes for those outside the formal sector, which as indicated in this review, have limited capacity
to offer adequate financial risk protection to their members.

27



Various gaps in knowledge are evident from this review. First, there is very little information on the
progressivity of health insurance contributions by those outside the formal employment sector. Only
one study has recently documented the financing incidence of such contributions in Ghana and
Tanzania. Similar studies should be conducted to provide a more extensive evidence-base on the
equity implications of contributory schemes for those outside the formal sector. Secondly, we did
not identify any study that documents the revenue generation, net of collection costs, of
contributory insurance schemes for those outside the formal sector. It would be important to assess
net revenue generation from contributions by those outside the formal sector, in order to assess the
efficiency or otherwise of these schemes.
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