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I. Introduction 
 
Within the context of economic reform that is currently being debated in Lebanon, comes 
the issue of the health sector.  The health sector in Lebanon, as it is widely known, suffers 
from many distortions that have been accumulating for years.  These distortions come at 
many levels and affect especially the supply side, the quality and pricing of the services, 
the financing schemes, as well as some components of the demand side.   
 
This report essentially aims at presenting the current situation that would point out the 
strengths and the weaknesses of the health care system, from which general future 
orientations for a policy to be followed by the government would be developed.  It should 
be however noted that it is assumed that these orientations would not prove fully 
successful unless appropriate macroeconomic reforms prevail, with the help of general 
corrective measures addressing both the social and political situation.  It is hard, if not 
impossible, to separate social and economics from politics; thus any program aiming at 
improving the economic and social situation should by all means take into consideration 
the political environment, especially in a country such as Lebanon, known for its 
segmentation represented by the numerous political and religious/political groups and 
sub-groups, which makes any decision on the national level harder to make as it could not 
please all of these groups.   
 
 

I. 1 Health Indicators in Lebanon 
 
The health status of the Lebanese population is a major issue to be taken into 
consideration when developing health policies.  In general, health outcomes in Lebanon 
are acceptable with relatively low infant and under-five mortality rates, and high life 
expectancy.  The relative favourable indicators of child and maternal health, however, 
conceal important geographical differences.  These disparities point out differences in 
health status, social, economic and living conditions in different geographical areas in 
Lebanon.   
 
Despite the acceptable health situation, there are still areas where improvement can be 
done and preventive actions can be also conducted to reduce prevalence of lifestyle and 
risky behaviours, and health problems.   
 
Following are selected health indicators in Lebanon, with their evolution over the past 
years:  
 

• Crude Death Rate has declined from 1970 to 1996, from 9 to 7 per 
thousand.  In view of the decline in fertility and mortality, Lebanon, 
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among other countries such as Bahrain and Kuwait1, has been classified as 
a country at an advanced stage of demographic transition.   

 
• Life expectancy was estimated in 1996 at around 71 years (69 for males 

and 72 for females), a figure about 7.3 years higher than that of 19702.  It 
is worth mentioning that this estimate is higher than the world average of 
69 years3 and that the three-year difference for life expectancy between 
females and males is low compared to the global average of 4 years.   

 
• Infant and under-five mortality rates in Lebanon were relatively low at 28 

and 32 per thousand respectively in 1996, and 27 and 35 respectively in 
20004.  Large regional disparities exist; lower rates are registered in Mount 
Lebanon (19 and 23 respectively), while high rates in Bekaa (40 and 58 
respectively)5.   

 
• The maternal mortality ratio has been estimated by the PAPCHILD survey 

at 104/100,000 live births and by Faour et al at 130-155/100,000.  These 
figures are quite high when compared to other Arab countries, where 
Kuwait and the United Arab Emirates levels reach less than five per 
100,0006.  This high rate of maternal mortality, despite the fact that the 
majority of women deliver in hospitals, suggests poor organisation of 
services and poor quality of health care7.   

 
 

I. 2 Main Distortion Issues to Be Addressed 
 
As it would be deduced from the analysis to follow, the main closely inter-related issues 
to be addressed lie at the following levels: 
 

(i) Sustainability. This issue arises due to many factors: 
 
 First, there is an unrestrained upward pressure on health expenditures due 

to weakness in system design, lack of control and overall sector 

                                                
1 Arab Human Development Report 2002, UNDP 
2 Faour et al. Analytical Studies of Population and Housing Survey. The population of Lebanon, Beirut, 
2000 
3 Arab Human Development Report 2002, UNDP 
4 PAPCHILD. 1996. Lebanon Maternal and Child Health Survey and Central Administration of Statistics, 
UNICEF. The State of the Children in Lebanon. 2000 
5 Central Administration of Statistics, UNICEF. The State of the Children in Lebanon. 2000 
6 Arab Human Development Report 2002, UNDP 
7 Faour et al. Analytical Studies of Population and Housing Survey. The population of Lebanon, Beirut, 
2000 
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management, translating into high expenditures on health (with no real 
value for quality), in terms of both value and percentage of GDP.  The 
health expenditures vary between 11.5% and 12.5% of GDP, according to 
different sources; a figure that is high according to international 
comparisons, especially when assessing the value of services being 
provided.   

 
 Second, there are significant public sector arrears accrued to health 

insurance funds and private hospitals, which reveals substantial 
imbalances between revenues and outlays, and thus points out to serious 
sustainability problems with respect to social public expenditures and a 
likely incentive for providers to engage in over-billing.   

 
(ii) Efficiency: this addresses the role of the government and the degree of its 

involvement in the health sector in general.  Although the public sector 
participates in financing and, to a lesser extent, in providing direct health 
services, its involvement is still weak, especially when compared to other 
countries or when comparing the productivity and outcomes of the public 
sector to those of the private sector for the same amount of expenditures.  
This also addresses the technical inefficiencies in health insurance sector 
due to non-standardisation of procedures, tariffs, contracts and monitoring.   

 
(iii)Equity: different aspects arise under this issue mainly: 
 
 First, there is unequal resource allocation across insurance funds, resulting 

in the provision of different health care benefits to beneficiaries of 
different health insurance funds 

 
 Second, out-of-pocket spending is quite high; it reaches more than 60% of 

total health care expenditures and affects mostly the poor segments of the 
society. 

 
 Third, substantial disparities exist in financial access to health services by 

income levels and region, which again affects mostly the poorer segments 
of the society.   

 
Historically speaking, the public involvement in the health sector has not been the natural 
outcome of a well-defined vision and strategy.  It has rather been the de-facto result of a 
series of reactions to the evolution of the living conditions and the heterogeneous 
demands deployed by the different actors, groups and sub-groups in both the public and 
private sectors.   
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I. 3 The Major Conflict Questions 
 
In the prevailing macroeconomic and social conditions, one should attempt at addressing 
a set of basic concepts and approaches, among which are the following:  

• Rationalising the public/private mix 
• Determination of the degree of involvement of the public sector at the 

level of providing and/or financing health services 
• Defining the target groups and beneficiaries of this involvement, 

according to set priorities 
• Restructuring and re-evaluation of the investment programs for public 

hospitals and health centres 
• Accommodation of public vs. private roles in each of the sub-sectors of 

the health sector 
• Better-control and regulation of the costs of health care, including 

pharmaceuticals 
• Ensuring a positive response concerning the concretisation of the right to 

health, while addressing all the above issues 
 
This report is divided into four main sections, as follows:  

I. Patterns of health care expenditures 
II. Analysis of the current financing schemes 
III. Analysis of health service providers  
IV. Policy orientations 
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II. Health Care Expenditures 
 
Lebanon has a highly fragmented health care system, arising mainly due to the civil war, 
which has weakened, on the supply side, the institutional and financial capacity of the 
public sector in general, and health sector in particular.  The war has also eroded, on the 
demand side, the disposable income of large segments of the population.  The quality of 
health services provided by the public sector has declined over the years, paving the way 
for providers of services from the private sector, and to a lesser extent for the civil and 
religious NGO’s, to fill the gap.   
 

II. 1 Major Trends and Characteristics 
 
The overall health sector is mainly characterised by:  

• Relative saturation in terms of number of hospitals, hospital beds, doctors, 
and pharmacies, undergoing regional disparities 

• A high cost of medical care, particularly the out-of-pocket expenditures 
and the cost of underwriting hospitalisation cost by the Ministry of Health 
in private hospitals 

• Relatively high cost of drugs, which comprise more than a quarter of the 
household health care bill 

• The existence of several public and semi-public funds that finance the 
medical care of different segments of the public employees, in addition to 
uninsured groups 

• The predominance of curative health care services at a large scale, with a 
diminishing role given to preventive health care 

 

II. 2 Structural Patterns within a Comparative Perspective 
 
In 2002, per capita expenditure on health8 was US$ 5689, a figure coming third after only 
Qatar (US$ 935) and United Arab Emirates (US$ 802) in the World Health Organisation 
Eastern Mediterranean Region.  Based on a total population figure of 3,653,000 
according to WHO, the total expenditures on health care in Lebanon to L.L. 
2,074,904,000 (equivalent to US$ 1.383 million), based of the figures of the same source.  
Based on a higher estimate of resident population, this figure reached L.L. 2,994,119,000 
(equivalent to US$ 1.996 million) in 199810, brining, however, the per capita expenditure 

                                                
8 Definition: total health expenditures per capita is the per capita amount of the sum of public expenditure 
on health and private expenditures on health, World Health Organisation 
9 World Health Organisation statistics 
10 Lebanon National Health Accounts 1998, December 2000 
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on health to US$ 49911.  According to international comparisons of health outcomes this 
figure suggests that returns to health spending in Lebanon are low.  In fact this figure is 
four times higher than that in Jordan or Tunisia12, where the infant mortality is the same, 
maternity death much higher and life expectancy only slightly better.  It should be 
mentioned, however, that despite the relatively high cost of health care in Lebanon, and 
all the problems pertaining to this sector (to be discussed in the coming chapters), 
Lebanon has witnessed significant improvement in major health indicators, such as 
mortality rate and infant mortality, as shown in the introduction.   
 
With a 1998 GDP of US$ 16.2 billion, total health expenditures amounted to 12.32% of 
GDP.  This figure is quite high when compared to that of most developing countries, 
where it reaches 4% to 6%13.  It should be noted that health expenditures as a percentage 
of GDP did not vary significantly after 1998.  A study prepared by ESCWA14 in 2005 
showed that the total expenditures on health reached 12.1% of GDP in 1999 and 12.2% in 
2001.  Health expenditures registered 11.5% of GDP in 2002 according to World Health 
Organisation statistics, where GDP was estimated at US$ 18.1 billion15.  It should be 
noted that although many European countries spend a comparable percentage of GDP on 
health care (table 1), the value-for-money, the quality of care and coverage is indeed far 
superior to those in Lebanon.  Table (1) shows health expenditures as percentage of GDP 
in selected developed countries, and table (2) in selected Arab countries.   
 

Table 1: Health care expenditures as percentage of GDP in selected developed countries 

Year Germany Spain France Sweden Italy United States 
1980 8.7 5.4 7.3 8.8 - 8.7 
1990 8.5 6.7 8.6 8.2 8.0 11.9 
2000 10.6 7.5 9.3 8.4 8.2 13.1 

Source: Problèmes économiques, # 2862, 10 Novembre 2004 
 

Table 2: Health care expenditures as percentage of GDP in selected Arab countries (2002) 

Year Jordan Tunisia Bahrain Kuwait 
United 
Arab 

Emirates 
Qatar 

2002 9.3 5.8 4.4 3.8 3.1 3.1 
Source: World Health Organisation Statistics, 2002 

                                                
11 Based on a population figure of 4,000,000, as per Lebanon National Health Accounts 1998, December 
2000 
12 Regaining Fiscal Sustainability in Lebanon: A Pubic Expenditure Review, MNSED, 2005 
13 The Lebanese Health Care System 2000 
14 The Impact of Economic Variables on the Social Dimension of Development: Education and Health, 
2005 
15 The GDP figure of the US$ 18.1 billion was calculated by CRI based on 2002 figures published by the 
WHO: GDP per capita of US$ 4,956 (at average exchange rate, i.e. not adjusted for Purchasing Power 
Parity-PPP), and total population of 3,653,000. 
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III. Health Care Financing 
 
As mentioned earlier, the role of the government and the degree of its involvement in the 
health sector in general is still weak in many respects.  In fact, the Lebanese government 
paid less than one-third (30.1%) of the health care bill in 2002, according to World 
Health Organisation statistics.  This percentage is by far lower than that registered in 
developed countries, as shown by the following table (table 3).   
 
 

Table 3: Percentage of government financing of health care expenditures in selected countries 

Year Germany Spain France Sweden Italy United States 
1980 78.7 79.9 - 89.4 92.5 41.5 
1990 76.2 78.7 76.6 83.6 89.9 39.6 
2000 75.0 71.7 75.8 80.9 85.0 44.2 

Source: Problèmes économiques, # 2862, 10 Novembre 2004 
 
 
However, other estimates provide lower public participation in financing health care 
expenditures.  Public sources paid 17.98% and 28% of the health care bill according to 
“Lebanon National Health Accounts” and “Lebanese Health Care System 2000” 
respectively.  The ESCWA study “Impact of Economic Variables on the Social 
Dimension of Development: Education and Health” indicates that public expenditures on 
health reached 26.7% of total health spending in 1999 and 28.1% in 2001.  These 
variations may be attributed to the inclusion (or non-inclusion) of all NSSF expenditures 
in the health public bill.  In any case, these different estimates show an inferior 
contribution of the public sector and a great burden being placed on the private sector 
when it comes to health care financing.   
 
Not only is financing by the public sector weak, but also can be considered the sole role 
of the government in the health sector.  In terms of providing health care, the public 
sector accounted for less than 2%, the private sector for the lion’s share of 89%, and other 
sources for the remaining balance16.   
 
Expenditures on health are in general financed through either direct contributions from 
beneficiaries (and their employers) or through taxes, or both.  In the case of Lebanon, 
four major types of financing agents, and their corresponding programs, are 
distinguished, as follows (table 4): two on the public side and two on the private one.   
 
 
 

                                                
16 Lebanon National Health Accounts 1998, December 2000 
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Table 4: Insurance programs and their corresponding supervising ministries 

On the public(or para-public) side 
I. Social Insurance 

National Social Security Fund (NSSF) 
Service Cooperative (CSC) 

Security Forces (uniformed staff members): Army, Internal Security 
Forces (ISF), General Security (GS), & State Security (SS) 

II. Government 
Ministry of Health (MOH) 

Ministry of Social Affairs (MOSA) 
On the private side 
III. Private firms 
IV. Households 

Source: The Impact of Health Cost on the Right to Health Care in Lebanon, 1999 
 
 
Based on the above (table 4), there are five programs of health insurance on the public (or 
para-public) side, each operating under the supervision of a ministry or public institution, 
which employ these programs in order to mainly finance health services, and in some rare 
cases to produce these services.  Each of these programs addresses a different group of 
the society, in terms of demographic and social characteristics, and has its own mode of 
functioning.  This disjointed structure pertaining to each of the schemes translates into 
non-uniform quality of health services provided and their corresponding costs, in addition 
to their degree of coverage.   
 
In summary, through its different schemes mentioned above, the government essentially 
covers the following: 
 

1- Health care: variable coverage rate of the public sector employees and 
in some cases, the retired 

2- Hospitalisation for the uninsured individuals, which make up 
theoretically around half the residents population (to be discussed in 
details in subsequent chapters) 

3- Medication for chronic diseases, especially cancer 
 
 

III. 1 Insurance Coverage 
 
Table 5 shows that, according to the National Household Expenditures and Utilisation 
Survey 1999, less than half (45.9%) of the Lebanese households enjoy some form of 
insurance, either social or private.   
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Table 5: Types of insurance schemes and percentage of households covered by each 

Type of Insurance Percentage of Households Covered17 
National Social Security Fund (NSSF) 17.8% 
Civil Servants Cooperative (CSC)  4.5% 
Uniformed 8.1% 
Private Insurance 8.3% 
Other Types18 10.7% 
Total Insured 45.9% 
Missing 1.8% 
Total Non-Insured 52.3% 
Total 100% 

Source: National Household Health Expenditures and Utilisation Survey 1999 
 
 
The coverage figure, although relatively not very significant, undergoes regional 
disparities; it varies from one Governorate to the other.  Beirut enjoys the highest 
percentage of insured households (53.2%) and Bekaa the lowest (36.4%).   
 
The results also indicate that although NSSF covers the highest proportion of the 
Lebanese households, this ratio is still low at 17.8%, 3.2% of which hold complementary 
insurance.  In fact, this figure, 17.8%, is significantly different from the often quoted 
assertion that the NSSF covers around 1.5 million of the Lebanese population, which is 
the simple arithmetic outcome of the multiplication of the number of NSSF enrolees 
(around 500,000) by a coefficient of 3 (average number of beneficiaries per enrolee).  
The coverage of this scheme also varies from one region to the other depending on the 
relative weight of wage earners out of the total labour force; it is higher in Beirut and 
Mount Lebanon (23.8% and 23.9% respectively) and lower in Nabatieh (10.2%).  This 
finding is typical, as cities hold a greater concentration of companies and firms.   
 
The CSC covers 4.5% of all Lebanese households.  Unlike NSSF, CSC coverage is more 
concentrated in Mohafazats other than the capital Beirut (8.5% in Nabatieh vs. only 3.2% 
in Beirut).  The same applies to the coverage of uniformed insurance (security forces) 
scheme; 3.8% of households in Beirut vs. 12.7% of that of Bekaa.  As for the private 
insurance, table 5 indicates that 8.3% of the households participated in this scheme.  
However, this figure includes people holding other insurance, NSSF for example.  Thus, 
removing the effect of other types of insurances, private insurance alone covers only 
7.6% of the Lebanese households, with the highest proportion being in Beirut (15.2%) 
and the lowest in Nabatieh (1%).   

                                                
17 The percentage of insured households of 45.9% was in fact arrived at by deducting the percentage of 
uninsured households and missing answers from 100%, rather than adding up the percentages of insured 
households according to the specified schemes.   
18 This category includes all types of insurance other than the personal (individual or household) ones, i.e. 
those provided at work or university.   
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Table 5 also shows that 52.3% of the households in Lebanon do not hold any formal 
insurance.  In principle, the Ministry of Health, being the insurer of the last resort, is to 
provide coverage for this proportion of the population, or at least for the majority of this 
proportion.   
 
In fact, the National Household Expenditures and Utilisation Survey shows that the 
higher the income, the higher the percentage of the households covered.  Figure 1 below 
shows that, for example, 28.8% of the population whose monthly household income is 
between L.L. 300,000 and L.L. 500,000 are insured.  This figure rises to 75.1% for 
individuals with monthly household income more than L.L. 5,000,000.   
 
 

Figure 1: Insurance vs. Income Level 

Source: National Household Health Expenditures and Utilisation Survey, 2001 
 
 

III. 2 NSSF 
 
NSSF, operating under the supervision of the Ministry of Labour, addresses Lebanese 
citizens who are workers and employees in the private non-agricultural sector, permanent 
employees in agriculture, employees in public institutions and independent offices who 
are not subject to civil service, teachers in public schools, taxi drivers, newspaper sellers 
and university students19.   
 

                                                
19 This scope of coverage of the NSSF was based on the Lebanese Health Care System 2000 
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Health coverage of the NSSF includes sickness and maternity allowances amounting to 
90% of hospitalisation costs (the patient only pays 10% of the bill upon receiving the 
medical service), and 80% of medical consultation fees (the patient pays all the bill upon 
receiving the medical service and collects 80% of it few months later), excluding dental 
care.  This fund thrives on the contributions of three individual sources: employers, 
employees, and the Government.  The employer pays 21.5%20 of the salary of each 
employee (7% for maternity and sickness, 8.5% for the end-of-service and 6% for family 
allowances) and the employee pays 2%21 of his/her salary.  It can be inferred that the 
NSSF, although a para-public institution, is mainly financed from private sources.   
 
The number of beneficiaries of the NSSF witnessed a steady increase over the past 10 
years, to reach around 489 thousand22 contributors at the end of 2004, against only 240 
thousand23 in 1995.  This increase was partially driven by the increase in the number of 
declarations reported by private sector firms; however, it was in major part attributed to 
the increase in some special socio-economic categories, whose contribution rates are 
subsidised by the government budget, such as taxi-drivers, fishermen, and mayors.  
Besides, a new category was added in 2003; it consists of voluntary contributors whose 
number reached around 33 thousand beneficiaries at the end of 2004.  Despite this rapid 
increase in the number of the NSSF contributors, the working population is still under-
represented, where contributors (489 thousand at the end of 2004) constitute less than 
50% of the working population, estimated at about one-third of the total population.   
 
The NSSF scheme allows for benefiting individuals other than the enrollers themselves.  
Beneficiaries include the spouse, male children under 16 years of age (up to 25 years if 
enrolled in some formal education), female children under 25 years of age, and parents 
above 60 years, living in the same house and not capable to self-support24.  The average 
beneficiary/contributor ratio is estimated at 325 in 2004.  According to “National Social 
Security Fund- A brief review”, the number of NSSF beneficiaries reached 1.3 million in 
2004, implying that NSSF covers about 32% of the Lebanese population.  However, table 
4 above, and other recent sources, indicate that more than half of the Lebanese population 
is not covered by any scheme.  Besides, computing the number of NSSF beneficiaries, 
based on table 4, yields a total of 700,000, a figure which noticeably contradicts the 
previously discussed figures.   
The social security is one of the major foundations for the social protection of citizens, it 
is thus deemed necessary to develop this fund further in order to reach its full capacity in 
terms of coverage, service provision, financing and efficiency.  As it can be inferred from 
the above analysis, the NSSF in Lebanon suffers from imprecision and distortions, 

                                                
20 Le Systeme de Retraite Libanais, Antoine Wakim, June 2004 and NSSF- A brief review, August 2005 
21 Le Systeme de Retraite Libanais, Antoine Wakim, June 2004 and NSSF - A brief review, August 2005 
22 National Social Security Fund- A brief review, August 2005 
23 National Social Security Fund- A brief review, August 2005 
24 This identification of beneficiaries was based on The Lebanese Health Care System 2000 
25 National Social Security Fund- A brief review, August 2005 
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mainly when it comes to the scope of coverage of this fund, which according to the 
presented statistics is still quite reserved.  The aggregate cumulative deficits registered in 
the last 3 years, in the health & maternity and social allowances branches, eroded the 
total amount of reserves of these two branches and began to threaten the end of service 
indemnity branch.  Here again, the declared multiplier cannot be justified, and the 
exaggeration of this ratio is often used to put more pressure on the government in order to 
get higher financing.   
 

III. 3 The Cooperative of the Civil Servants (CSC) 
 
The CSC, which operates under the supervision of the Presidency of Council of 
Ministers, insures all permanent employees of the public sector who are subject to the 
law of Civil Service, where contract-basis staff is covered by the NSSF.  Like NSSF, 
health insurance under this scheme covers 90% of hospitalisation fees, but only 75% of 
medical consultations, medication and dental treatment fees.  In addition, it covers 75% 
of hospitalisation costs of the employee’s family members and 50% of their medical 
consultations fees and medication bills.  The CSC is financed by a 3%26 deduction of the 
employee’s payroll, with the remaining balance being provided by the Government.  The 
CSC uses the multiplier of 627 to estimate the numbers of beneficiaries.  In 1998, the 
number of enrolees reached 65,000 and that of beneficiaries 325,000, as per “The 
Lebanese Health Care System”.   
 

III. 4 Security Forces 
 
The coverage of the security forces is channelled through several funds: army, internal 
security forces, general security and state security.  It covers all uniformed staff members 
with their dependants.  This scheme is the most generous; it pays the full fees for 
hospitalisation and medical expenses for the enrolee himself, 75% of the fees for the 
spouse and children and 50% for dependant parents.  Besides, the scheme covers 
treatment abroad.  As for the financing, a monthly L.L. 1,000 per beneficiary28 is paid as 
a subscription fee, and the remaining balance is paid by the Government.  According to 
“The Lebanese Health Care System”, the total number of beneficiaries from the security 
forces funds reached 533,340 in 1998, among which there were 113,363 enrolees.  
However, the study “The Size of the Public Sector” estimates the beneficiaries at 
394,000.   
 

                                                
26 As per League of Secondary School Teachers 
27 The Lebanese Health Care System 2000.  This figure applies in 1995, where the number of enrolees 
reached 50,000 and that of beneficiaries reached 300,000.  However, this multiplier figure dropped to 5 in 
1998, as per the figures of this year.   
28 “Size of the Public Sector”, Consultation and Research Institute and Marwan Iskandar & Co., 2002 
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III. 5 Ministry of Health 
 
The Ministry of Health acts as the safety net; it is known to be the insurer of the last 
resort, or the insurer of the non-insured.  It funds/covers a major part of the 
hospitalisation costs and prescribed therapies in the private health sector for any citizen 
not covered under an insurance plan, be it public or private.  This coverage is 
independent of the income and asset status of the individual.  In addition, MOH covers 
very costly health services, including treatment of acute and prolonged diseases such as 
open-heart surgery, kidney dialysis, cancer treatment and drugs for chronic diseases.  As 
mentioned earlier, MOH is theoretically responsible for providing health services to 
52.3% of the households in Lebanon, i.e. those who do not hold any form of insurance.   
The Ministry depends in general on three sources for financing: (a) state’s budget, (b) the 
beneficiaries, and (c) grants.  The main source of financing of the Ministry of Health is 
the state budget.  The beneficiary of the health service also contributes, but to a small 
extent; before 1992, the MOH covered 100% of the bill, afterwards, this percentage 
dropped to 85%29of the bill.  However, it should be noted that patients very often pay 
more than the agreed upon 15% due to the non-stated exclusion of certain services from 
the scope of coverage or inclusion of extra fees.  These practices are very clearly the 
result of lack of control and lack of clear unified set standards by which all medical 
providers are to abide.  The Ministry also receives grants from international 
organisations; however, those donations are irregular and represent only a very small 
fraction of the Ministry’s expenditures.   
 
The following table (table 6) shows the evolution of the budget of the MOH, as a 
percentage of the state’s budget.   
 

Table 6: State’s and MOH allocated budgets 

Year State's Budget (million L.L.) MOH Budget (million L.L.) Percentage 
2000 8,590,000 274,000 3.2% 
2001 9,900,000 315,274 3.2% 
2002 9,375,000 289,526 3.1% 
2003 8,600,000 285,130 3.3% 
2004 9,380,000 344,613 3.7% 

200530 9,575,000 360,250 3.8% 
Source: Government Budgets (2000, 2001, 2002, 2003, 2004, 2005) 

If the debt service is to be excluded from the state’s budget, the proportion of the MOH 
budget would rise to 5.6% in 2001 and 6.8% in 2004.  As for the MOH budget as a 
percentage of GDP, it rose from 1.1% in 2000 to 1.2% in 200531.   
 

                                                
29 Size of the Public Sector, 2002 and Lebanon National Health Accounts 1998, December 2000 
30 The 2005 budget has not been yet approved, and thus the figures pertaining o 2005 may change, 
depending on the decision made by the current government 
31 2005 Government Budget 



Development Program 2006-2009  Health Sector  

L0538-RPT-PM-1 REV0 14 of  44 

According to “Lebanon National Health Accounts”, the MOH ran an excess in 1995, but 
incurred a successive dearth from 1996 till 1998, as effective/actual expenditures 
exceeded the budgeted ones.  This is due to the fact that the budget allocated to the MOH 
by the Government is usually not enough to cover the ministry’s actual expenditures 
arising mainly from: 

• the ministry’s increasing commitments towards covering costly health 
services 

• people’s increased awareness of the ministry’s significant coverage of 
hospitalisation fees 

• the inability of the MOH to curb hospital costs 
 
Between 1995 and 1998, the dearth was worst in 1997, where it registered 60.6% of the 
allocated budget, according to “Lebanon National Health Accounts”.  In 1998, the 
situation improved to some extent, to reach 10.1% of the allocated budget.  In fact, these 
deficits affect mostly the health providers (hospitals), as the MOH responds to these 
deficits by delaying due payments and thus its obligations accumulate over the years.  
After 2000, the gap between budgeted and actual expenditures tended to decrease.   
 
“The Impact of Health Cost on the Right to Health Care in Lebanon” classifies the 
MOH’s expenditures into three main categories: hospitalisation, salaries and 
pharmaceuticals, in addition to other miscellaneous expenses.  The study shows that the 
largest proportion is allocated to hospitalisation, which, roughly speaking, captures 
seventy-five to eighty-five percent of the budget.  This percentage is high since the MOH 
is theoretically responsible for covering all the uninsured individuals and the 
hospitalisation category represents/includes all curative care services including surgeries, 
nursing care, laboratory services, etc.  The cost of personnel represents around 6% to 7% 
of the budget; this figure can be used to indicate that the overheads of the MOH are not 
very sizeable.   
 
Another classification that could be developed is the one that shows the different 
categories of MOH curative care expenditures.  As indicated by the following table (table 
7), hospitalisation and same-say surgery constitute the bulk (60% to 70%) of the MOH 
expenditures on curative care.  Many curative care items, such as open-heart surgery, 
kidney dialysis, kidney transplantation, burns and chemotherapy, affect very few people, 
and yet consume about one-fifth of the MOH health care budget.  These striking figures 
would raise the issue of the priority of coverage of patients according to the severity of 
their cases.  Although patients with fatal diseases, such as cancer, have little chances of 
survival, they ought to be given special care and proper financial coverage, despite the 
fact that their treatments are quite expensive and might sometimes extend for long 
periods of time.   
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Table 7: Categories of MOH curative care expenditures 

Category 1996 1997 1998 
Hospitalisation 69% 70% 67% 
Same-day Surgery 0% 0% 3% 
Nursing Care Facilities 10% 10% 11% 
Physiotherapy 0% 0% 0% 
Prothesis 0% 0% 0% 
Lab Rad, CTS & MRI 2% 2% 1% 
Open-heart surgery, kidney dialysis, kidney 
transplantation, burns & chemotherapy 20% 18% 17% 

Total 100% 100% 100% 
Share of MOH Expenses 77% 78% 75% 
Source: Lebanon National Health Accounts 1998, December 2000 (adjusted by CRI) 

 

III. 6 Private Firms 
 
Compared to other countries, Lebanon has a fairly well-developed private insurance 
sector.  The Ministry of Economy registered 91 private insurance companies, according 
to “The Lebanese Health Care System”, out of which 67 are Lebanese.  Beneficiaries 
subscribe in private insurance to get either a comprehensive or complementary health 
insurance policies.  The former refers to stand-alone health insurance policies that cover a 
wide range of benefits including in- and out-patient care and pharmaceutical expenses.  
As for complementary policies, they are more often than not acquired to fill gaps in the 
benefits provided by social insurance.  However, it is generally believed that insurance 
companies ask their beneficiaries to seek MOH’s coverage for serious cases, such as 
cardiac surgeries and chemotherapy, and even for ordinary cases, as the MOH does not 
have the ability to verify whether the applicant has insurance or not.   
 
A certain proportion of the health bill is covered by the private insurance, which is in 
most of the cases acquired by the individual rather than private employers.  As per the 
“Lebanon National Health Accounts” and “National Household Health Expenditures and 
Utilisation Survey”, the percentage of people completely covered by private insurance is 
8.3% (table 4).  In 1998, the Central Statistics Agency estimated that 464,000 (116,000 of 
which had co-insurance) persons had taken up a private insurance; however this figure 
was 473,000 (173,000 of which had co-insurance) according to MedNet’s estimates32.   
 
The insurance market is highly fragmented with 9% of companies reporting premium 
income between US$ 5 and 50 million, 49% between US$ 1 and 4 million and other less 
than US$ 1 million.  Two approaches were undertaken by the “Lebanon National Health 

                                                
32 The Lebanese Health Care System 2000 
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Accounts” in order to estimate insurance company premiums, as these companies do not 
usually share this kind of information.   
 

• Approach 1 (bottom – up approach): includes what employers spend 
directly on health care of their employees, and uses combined data from 
MedNet Liban and the household survey.  This approach estimated the 
premiums at L.L. 362 billion (1998, based on “Lebanon National Health 
Accounts”).   

 
• Approach 2 (top – down approach): uses the household survey to estimate 

total household payments for all insurance premium schemes less what 
they pay for NSSF and other social funds, plus what employers pay for 
private insurance.  This method led to an estimate of L.L. 334 billion.  
Adding the L.L. 44 billion that employers pay directly on health services 
for their employees, this approach yields L.L. 378 billion, a figure 
comparable to that arrived at under the first approach (1998, based on 
“Lebanon National Health Accounts”).   

 
As for the costs associated with and related to private insurance companies33, 
administrative costs are high, reaching up to 50% of the premium.  Insurance companies 
also pay 11% of the premium as tax to the Ministry of Economy, and must lodge 40% of 
its premium as guarantee.   
 

III. 7 Out-of-pocket 
 
Household out-of-pocket expenditures amounted to a total of L.L. 2,088 billion, 
representing 69.74%34 of total health expenditures in 1998.  Around 97% of this amount 
was spent in the private sector, 2% in the NGO sector and only 1% in the public sector.  
However, “The Lebanese Health Care System” states that out-of-pocket expenditures 
represented 65% of private outlays, equivalent to 47% of the total health bill.  According 
to more updated figures provided by the WHO statistics, the out-of-pocket expenditures 
on health reached, in 2002, 80% of private expenditures on health.  This translates into 
55.92%35 of the total health expenditures of the same year.   
On average, a Lebanese household spends L.L. 2.609 million36 per year on health care.  
This figure translates into 14.1% of the total household yearly expenditures.  It is worth 
mentioning that the burden of out-of-pocket health care expenditures measured as a 

                                                
33 The Lebanese Health Care System 2000 
34 Lebanon National Health Accounts 1998, December 2000 
35 As per WHO statistics, private expenditures on health constituted 69.9% of total health care expenditures 
in 2002 (refer to p. 5).  As the out-of-pocket expenditures make up 80% of private health expenditures, this 
amount represents 55.92% of the total health expenditures.   
36 National Household Health Expenditures and Utilisation Survey, October 2001 
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proportion of household expenditures is not equitably distributed, where poorer families 
spend a relatively larger fraction of their expenditures on health care services than higher-
income families.  For example, the income group, monthly L.L. 300,000 to L.L. 500,000, 
spends as high as about 17% of its expenditures on health services.  This proportion 
declines to 8.1% for the highest income group level, i.e. more than L.L. 5 million.  
Studying the amount spent by households on health care in relation to monthly household 
income, a clear correlation occurs.  Households with lower incomes spend far less, in 
terms of money, on health care than those with higher incomes.   
 
Household health care expenditures are divided among six different categories (figure 2), 
the largest portion of which concerns out-patient care (36.7%37).  Based on the 
classification presented in the “National Household Health Expenditures and Utilisation 
Survey”, the category out-patient care includes drugs.  Thus, if drugs were to be excluded 
from this category and added to the medicines category, the total share of “drugs” in the 
total household health care expenditures would rise to 26.8%38.  This noticeably high 
figure brings up the issue of the pharmaceuticals in Lebanon, which as part of the total 
health sector, is to be addressed seriously when developing a reform program of the 
whole sector.   
 

Figure 2: Household health care expenditures by type 

Source: National Household Health Expenditures and Utilisation Survey, 2001 

                                                
37 National Household Health Expenditures and Utilisation Survey, October 2001 
38 National Household Health Expenditures and Utilisation Survey, October 2001 
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IV. Providers of Services 
 

IV. 1 Pharmaceutical sector 
 
The pharmaceutical sector in Lebanon constitutes a considerable part of the health 
services bill; pharmaceuticals accounted for 26.8% of total household health care 
expenditures.  The different factors that account for this high proportion are discussed 
below, keeping in mind that around 98%39 of the pharmaceuticals sold in Lebanon are 
trade names, with generic drugs accounting for only 2%.  Besides, imported drugs make 
up 94%40 of drug consumption, with only 6% being manufactured locally.   

IV.1.1 Elevated Levels of Profit Margins 
 
The high proportions of both trade names and imported drugs drive health expenditures 
up, as the prices of imported drugs are significantly higher than that of the local.  It is 
believed that the selling prices of imported drugs are 1.6941 times the manufacture price 
(a multiplier of 1.69 the original price), as different margins are added to the original 
price at the following four different levels: 
 

• Freight (7.5%) 
• Clearance (10%) 
• Agent’s Margin (10%) 
• Pharmacist’s Margin (30%) 

 
More recent figures provided by the Minister of Health42 more or less reinforce these 
margins, and state a total multiplier of 1.71.  It should be mentioned however, that efforts 
are being currently exerted by MOH to reduce the drugs prices, by moderating the 
margins received at the levels listed above.  This measure, more specifically, applies 
different lower margins to different categories of drugs depending on their selling prices.  
“A” lies in the least expensive category of less than US$ 10, and “D” in the most 
expensive one of more than US$ 100.  The largest reduction in the multipliers applies to 
the most expensive category of dugs, i.e. “D”.  The new multipliers pertaining to each of 
the four categories are as follows: 
 

• A: 1.7 
• B: 1.65 

                                                
39 Lebanon National Health Accounts 1998, December 2000 
40 Lebanon National Health Accounts 1998, December 2000 
41 Lebanon National Health Accounts 1998, December 2000 
42 As per an interview with the Minister of Health, Dr. Mohammed Jawad Khalifeh in Al-E’mar wal 
Iktissad journal, September 2005 
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• C: 1.5 and  
• D: 1.3 

 
According to Dr. Khalifeh, this measure would reduce the medications bill by 5% to 6%43 
and the total health bill between 1.34% and 1.61%44, as medications make-up 26.8% of 
household health care expenditures.   
 
However, in real life, the differentiation applied to the reduction of the profit margins as 
per price category has resulted in either withdrawing some drugs from the market or 
halting their import, mainly those of category “D”, to which the highest reduction in the 
multipliers applies, as it is no longer as profitable to import them.  Thus, the end result 
was either the unavailability of essential drugs or the active arousal of black markets45.  It 
thus proves necessary to undertake either a complementary measure to ensure the 
availability of substitute drugs at all times or to replace the current measure by another 
more comprehensive one.   
 

IV.1.2 High Dependence on Trade Names 
 
Another aspect that could explain the high proportion of drug expenditures out of total 
health expenditures is the lack of an operational policy that encourages people to 
consume generic and local drugs as substitutes for trade names and imported products.  In 
fact it is mentioned in “Lebanon National Health Accounts” that the number of 
pharmaceutical items sold in Lebanon varied between 5,521 and 5,968 according to 
different sources.  These figures are very high according to international standards.  
Imported drugs market is controlled by a cluster of importers and distributors who work 
interdependently, dominate the market, and operate in a manner comparable to an 
oligopoly.  Aggressive marketing is among the measures of the strategy followed by 
these clusters, leading to increased consumption of imported drugs, and disregard of 
locally produced ones, especially with the inexistence of awareness campaigns that 
encourage people to use local drugs.  It should be also mentioned, that many doctors are 
becoming more and more integrated in this pharmaceutical oligopoly, seeking extra 
profits through special deals provided by the distributors.  Of course, this conflicts with 
their humane role as mere health providers.   
 
 

                                                
43 As per an interview with the Minister of Health, Dr. Mohammed Jawad Khalifeh in Al-E’mar wal 
Iktissad journal, September 2005 
44 CRI calculations based on: (a) National Household Health Expenditures and Utilisation Survey, (b) 
Multi-Purpose Survey (CAS 2004) and (c) the Al-E’mar wal Iktissad interview with the Minister of Health 
(September 2005) 
45 The idea of black markets has been discussed by Dr. Ismail Sukariyyeh, in an interview published in 
Annahar newspaper, 2/12/2005 
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IV.1.3 Rise in the Number of Pharmacies and Pharmacists 
 
The large number of pharmacies in the Lebanese market could also explain the relatively 
high prices of drugs.  This implies that each pharmacy has a narrow catchment area and 
thus limited coverage.  In order to be able to survive, these pharmacies have no choice 
but to maintain their elevated selling prices in such a way as to compensate for the low 
number of customers.   
 
The rapid growth in the pharmaceutical sector was represented by a significant increase 
in the number of both pharmacies and pharmacists.  Between 1995 and 1998, the total 
expansion rate of pharmacies was 59%46 for the whole of Lebanon, with notable regional 
disparities (North Lebanon having the highest growth rate of 93%).  The number of 
pharmacists has also undergone a significant increase, as 805 new entries were made in 
the last 5 years (i.e. between 1995 and 2000), representing a 35% rise47.  More updated 
figures show that in 2001 the total number of registered pharmacists was estimated at 
3,51248, of which 58% work in Beirut and Mount Lebanon.  As for the number of 
pharmacies, it reached 1,52649 in 2001, 60% of which were located in Beirut and Mount 
Lebanon.  The discrepancy between the number of registered pharmacists and pharmacies 
(nearly double) is attributed to the fact that some pharmacists rent their licence to 
pharmacy owners without actually working their.   
 
 

Table 8: Distribution of pharmacists and pharmacies per Mohafaza in 2001 

Mohafaza Pharmacists Pharmacies 
Beirut 17.9% 12.0% 
Mount Lebanon 39.6% 47.0% 
North 11.1% 15.0% 
South 13.1% 15.0% 
Bekaa 7.5% 11.0% 
N/A 10.8% 0.0% 
Total 100.0% 100.0% 

Source: “The Social & Economic Situation in Lebanon: Facts and Perspectives”,  
MOSA, FAFO &UNDP, 2004 

 
 
 
 

                                                
46 Lebanon National Health Accounts 1998, December 2000 
47 The Lebanese Health Care System 2000, May 2000 
48 The Social & Economic Situation in Lebanon: Facts and Perspectives”, MOSA, FAFO &UNDP, 2004 
49 The Social & Economic Situation in Lebanon: Facts and Perspectives”, MOSA, FAFO &UNDP, 2004 
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IV.2 Hospitals 

IV.2.1 Stock of Hospitals in Lebanon 
 
The hospital sector in Lebanon is highly dominated by the private sector.  This being 
said, the number of hospitals and beds in Lebanon varies according to different sources.  
Lebanon National Health Accounts50 mentions that there was a total of 167 hospitals in 
1998 (20 public and 147 private).  As for the Lebanese Health Care System 200051; it 
states that Lebanon had a total of 154 hospitals in 1999, among which there were 15 
public ones.  More updated figures are presented in the following table (table 9).   
 
 

Table 9: Number of hospitals (and beds) in public and private sectors per Mohafaza 

Private 
(2002) 

Public 
(2001) Total 

Mohafaza 
# Hospitals # Beds # Hospitals # Operational 

Beds # Hospitals # Beds 

Beirut 34 3,672 2 14 36 3,686 
Mount Lebanon 56 5,044 4 310 60 5,354 
North 23 1,561 5 229 28 1,790 
South 24 1,784 6 411 30 2,195 
Bekaa 24 1,454 4 171 28 1,625 
Total 161 13,515 21 1,135 182 14,650 

Source: “The Social & Economic Situation in Lebanon: Facts and Perspectives”,  
MOSA, FAFO &UNDP, 2004 

 
 
Table 9 confirms the widely spread fact that the hospital sector is highly dominated by 
the private sector.  It shows that only 11.5% of hospitals and 7.7% of beds are in the 
public sector, with an average number of beds per hospital equal to 80.  More updated 
figures have been published lately52, indicating that the number of public beds is 1,034 at 
the end of 2005; this figure would rise to reach 2,035 at the end of 2006 and 2,175 at the 
end of 2007.   
 

IV.2.2 Hospital Performance & Bottlenecks 
 
The hospital sector suffers inefficiency at more than one level, the first being size.  
Hospitals in Lebanon are generally small (less than 70 beds); this applies to public 

                                                
50 Lebanon National Health Accounts 1998, December 2000 
51 as of December 1999, The Lebanese Health Care System 2000, May 2000 
52 “MOH presents to Mr. Seniora a report on the projects since 1999”, Al-Mustaqbal Newspaper, 
21/11/2005 



Development Program 2006-2009  Health Sector  

L0538-RPT-PM-1 REV0 22 of  44 

hospitals as well as table 10 below shows, based on an article in the Al-Mustaqbal 
newspaper.  This impedes the appropriate management of quality of acute care.  About 
72% of hospitals in 2005 have 70 beds or less, 22% have between 71 and 200 beds, with 
only 6% have more than 200 beds.  
 
 

Table 10: Distribution of public hospitals per size 

2005 2006 2007 Beds 
# % # % # % 

Less than 70 beds 13 72% 15 56% 16 55% 
71 to 200 beds 4 22% 10 37% 11 38% 
More than 200 beds 1 6% 2 7% 2 7% 
Total 18 100% 27 100% 29 100% 

Source: “MOH presents to Mr. Seniora a report on the projects since 1999” 
Al-Mustaqbal Newspaper, 21/11/2005 

 
 
The “Lebanese Health Care System” has a different classification of hospital size.  It 
shows that, in 1999, according to the Syndicate of Hospitals, 87% of private hospitals in 
Lebanon have less than 100 beds, i.e. classified as small.  Lebanon has only 14 private 
hospitals with 100 to 200 beds, and only 4 with 200 beds or more; these are located in 
Beirut and its suburbs.  It should be noted that the size of a hospital correlates not only 
with efficiency, but also with the cost and quality of medical care provided.  The high 
percentage of hospitals with a relatively small number of beds and the fact that these 
hospitals tend to offer multi-specialisation services suggests that it is difficult to achieve 
economies of scale, which in turn leads to inefficiency.   
 
Occupancy is the other efficiency criterion.  The “Lebanese Health Care System” 
discusses a low occupancy rate that did not exceed 59% in 1998.  This figure is much 
lower than the OECD norm of 80%-85% needed to ensure economies of scale.  This 
finding is in fact reinforced by “Regaining Fiscal Sustainability in Lebanon: A Pubic 
Expenditure Review, 2005”; the discussed occupancy rate of 56% addresses public 
hospitals.  This could be attributed to one (or both) of the following two reasons:  
 

• There are some public hospitals that have been equipped and ready to 
function, but not operational yet due to administrative reasons.  The 
inefficiency lies in the fact that nothing is being done to operate these 
hospitals so as to cover the huge investment costs pertaining to building, 
equipping and most importantly financing these hospitals; debt service 
associated with the investment costs usually extends for many years after 
the completion of the project.   
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• Many groups find it easier and more profitable to construct and run new 
tailor-made hospitals rather than operate existing ones.  These groups 
usually develop private or religious-institutions hospitals, and account for 
their profits from their surrounding social clusters and from the number of 
contracted beds agreed upon with MOH.   

 
The concentration of hospitals, especially the private ones, in Greater Beirut represents 
another aspect of inefficiency or distortion.  In general, Greater Beirut, being a central 
district of the country, is home to better-off households, despite the existence of some 
poverty pockets in few neighbourhoods.  This would lead to questioning the availability 
and accessibility of good-quality health care services in peripheral and poorer regions.   
 
Another aspect of inefficiency lies in the growing government debt to hospitals.  Despite 
the fact that this is an external effect, it does to some extent reduce cash available to 
hospitals, which might eventually cause hospitals to cut down expenses, by reducing 
either quantity (human resources and investments in technology) or quality (medical 
services).  “Regaining Fiscal sustainability in Lebanon: A Public Expenditure Review, 
2005” states that cumulative government arrears to hospitals amounted to L.L. 510 billion 
(US$ 340 millions) as of end 2004.   
 
Other evidences of inefficiency lie in the relatively high levels of public (and NSSF) 
expenditures on hospital-based curative care versus more basic out-patient care.  The 
Ministry of Health, for example, spends more than 70% of its budget on inpatient care53.   
 
The main end result of the above-mentioned hospital sector inefficiency factors is 
reflected in a high cost of providing health services, which adds to all the previously 
discussed factors of other sectors.  High cost of medical care signifies a problem in 
Lebanon essentially when compared to the minimum and the average wages, since it 
indicates a significant mismatch between the two.   
 

IV.2.3 NSSF and the Increasing Hospitalisation Rates 
 
NSSF classifies its in-hospital services into three different types: delivery, surgery and in-
hospital medication.  In this respect, the number of NSSF in-hospital medication cases 
out of the total number of in-hospitals cases is quite significant; it varied between 61% in 
2000 and 63% in 2004 (table 10).  These figures, however, undergo major geographical 
variations; in more peripheral regions, where poverty rises, smaller hospitals prevail and 
control diminishes, these figures rise.  South and Bekaa experienced the highest in-
hospital medication cases in 2004 of 69% and 73% respectively.   
 
                                                
53 Regaining Fiscal Sustainability in Lebanon: A Pubic Expenditure Review, MNSED, 2005 
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It should be noted that these figures are believed by NSSF to be also high according to 
international comparisons, where they do not exceed 45% in European countries.  In fact 
Lebanon used to have similar lower ratios in earlier periods.   
 
 

Table 11: Share of hospitalisation cases out of total NSSF cases (2000-2004) 

Mohafazat  2000 2001 2002 2003 2004 
Beirut 56% 58% 58% 60% 60% 
Metn & Kesrwan 57% 58% 58% 58% 58% 
South 68% 68% 69% 69% 69% 
North 66% 67% 64% 65% 64% 
Bekaa 66% 71% 71% 72% 73% 
Chouf & Aley 64% 69% 69% 69% 70% 
Total 61% 62% 62% 63% 63% 

Source: National Social Security Fund 
 
 
These striking figures of in-hospital medication cases not only reflect the curative nature 
of health care in Lebanon, but also hint at some irregular practices taking place, attributed 
to both tight economic and social conditions of people (demand side) and low hospital 
occupancy rates (supply side).   
 
In a simple exercise to illustrate the demand side, suppose that a patient seeks a medical 
consultation upon which he pays the fees pertaining to doctor, drugs and medical tests.  If 
these paid fees are equivalent to those set by NSSF for the sought services, he/she will 
receive 80% of the total amount paid, however not before five or six months later.  In 
practice, this is a rare case, where patients pay for the medical services received much 
more than the NSSF set prices, leading to a total compensation received much less than 
the set 80%.  This procedure comprised of high costs, low return rate and long delays 
represents a biased practice especially against the poor.   
 
As for the supply side, some hospitals respond to their low occupancy rates by setting 
attracting arrangements with patients, as a result of the availability of beds and 
consequently low revenues.  Hospitals would admit patients (even if their condition does 
not require hospital admission) and provide them with consultations, drugs and medical 
tests that they would have otherwise sought outside.  In these cases, hospitals end up 
exempting patients from paying their due fees (or charge them with much less than the 
current official 10%), seeking eventually to be compensated by the NSSF according to 
inflated bills.  In this respect, the patient would have evaded the high costs (and long 
delays in receiving the compensations) and the hospital would have benefited from 
employing its empty beds, and thus receiving revenues.   
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This shift of originally out-patient cases to in-hospital services essentially raises the in-
hospital medication bill, as suggested by table 11 above, due to the poor living conditions 
of many individuals coupled with the desire of hospitals to raise occupancy rates.   
 

IV.2.4 Public Investment in Hospitals 
 
According to the CDR progress report54, several contracts relating to the public health 
sector have been awarded, from January 1992 to December 2004.  The total value of 
these contracts amounted to US$ 256.5 million55, representing about 3.5%56 of the total 
contracts signed by CDR during the same period of time.  These contracts are of two 
types:  
 

• Consultancy or design contract 
• Work or supply contract 

 
The report shows that of these US$ 256.5 million contracts, US$ 229.657 million have 
been completed (up to December 2004), equivalent to around 89%, showing the 
significance of the efforts placed in this respect.   
 
The report also mentions that following its efforts in the construction of new hospitals 
and health care centres, the future policy of the government in this sector aims at 
establishing a strategy for planning a health policy that provides appropriate health 
services to its citizens in all regions.  Around 27 new health care centres and eight new 
public hospitals of various capacities covering different regions of the country have been 
completed.  In fact the health projects of CDR (completed, ongoing and in preparation) 
are distributed among different regions as follows (figure 3).   
 
 
 
 

                                                
54 Council for Development and Reconstruction, Progress Report, July 2005 
55 Council for Development and Reconstruction, Progress Report, July 2005 
56 Council for Development and Reconstruction, Progress Report, July 2005 
57 Council for Development and Reconstruction, Progress Report, July 2005 
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Figure 3: Health Projects: Completed, Ongoing and In Preparation 

Source: Council for Development and Reconstruction, July 2005 
 
 
In an attempt to quantify or value the available public stock, related to health care, the 
standard comparable approach can be undertaken.  However, a main limitation is faced 
here: unavailability of precise data pertaining to areas that are built, to be built and 
equipment within this public stock.  The approach evaluates the total cost of 
investing/establishing a new hospital, based on the average total cost per bed.  The total 
cost per bed, does not include the cost of land acquisition according to CDR, as land is 
usually a grant from the municipality; it only includes the cost of construction and 
equipment (general and medical).   
 
The average cost per bed is known to vary between US$ 140,000 and US$ 200,000.  
According to CDR figures, the average cost for a 75-bed hospital is around US$ 12 M58, 
translating into an average cost per bed of US$ 160,000.  Adopting this figure and the 

                                                
58 About two-thirds of this figure is paid for construction, and the remaining balance is allocated for 
equipment 
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updated figure of 2,17559 public beds, the total value of the available public hospitals is 
US$ 183 million.  Table 12 demonstrates different hospital investment costs, based on 
three investment cost per bed scenarios.   
 
 

Table 12: Total investment cost of available public hospitals according to 3 scenarios 

Scenarios Scenario 1 Scenario 2 Scenario 3 
Investment Cost per Bed (US$) 140,000 160,000 180,000 

2005 
Number of Beds 1,034 1,034 1,034 
Total Investment Cost (US$) 144,760,000 165,440,000 186,120,000 

2006 
Number of Beds 2,035 2,035 2,035 
Total Investment Cost (US$) 284,900,000 325,600,000 366,300,000 

2007 
Number of Beds 2,175 2,175 2,175 
Total Investment Cost (US$) 304,500,000 348,000,000 391,500,000 

Source: “MOH presents to Mr. Seniora a report on the projects since 1999” 
Al-Mustaqbal Newspaper, 21/11/2005 

 
 
The operating costs associated with running hospitals are divided among the following 
four categories60 (figure 4):  
 
 

Figure 4: Categories of Hospital Operating Costs 

Source: Dr. Chafic Badr, general manager of Taanayel Hospital 

                                                
59 “MOH presents to Mr. Seniora a report on the projects since 1999”, Al-Mustaqbal Newspaper, 
21/11/2005 
60 As per Dr. Chafic Badr, general manager of Taanayel Hospital 
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V. Orientations for a Reform Policy 
 
Health is right, not a service or charity. 
 
This is implied by the Office of the High Commissions for Human Rights, on which the 
Lebanese government has signed.  More particularly, its International Covenant on 
Economic, Social and Cultural Rights addresses equitable access to food, reduction of 
infant and child mortality, the improvement of environmental and industrial hygiene, the 
prevention, treatment and control of epidemic, endemic occupational and other diseases, 
and most relevantly to this report, the creation of conditions which would assure all 
medical services and medical attention in the event of sickness.   
 
In addition, Lebanon has committed to the Millennium Development Goals (MDG), set 
by the UN with the aim of promoting social progress and better standards of life namely 
in developing countries.  The MDG consist of the following eight goals (the subsequent 
2015 targets of the health goals are mentioned in details): 

1- Eradicate extreme poverty and hunger 
2- Achieve universal primary education 
3- Promote gender equality and empower women  
4- Reduce child mortality 

Reduce by two thirds the mortality rate among children under five 
5- Improve maternal health 

Reduce by three-quarters the ratio of women dying in childbirth 
6- Combat HIV and AIDS, malaria and other diseases 

Halt and begin to reverse the spread of HIV/AIDS and the 
incidence of malaria and other major diseases 

7- Ensure environmental sustainability 
8- Develop a global partnership for development 

 
Three of these eight goals pertain to the health sphere, as detailed in the following table 
(table 13): 
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Table 13: Current and target health indicators as per the MDG Lebanon report 

Goal # Title Target Indicators Base Year Value Intermediate Value Target 
Year Value 

Under-five mortality rate (per 
1000) 

1996 32 2000 35 2015 12 

Infant mortality (per 1000) 1996 28 2000 27 2015 10 
Proportion of children under one 
year immunized against DPT (%) 

1996 94.20% 2000 93.60%   
Goal 4 

Reduce 
child 

mortality 

Reduce by two-third the 
under-five child mortality 

rate 

Proportion of children under two 
years immunized against MMR (%) 

1996 88% 2000 79.20%   

 
Maternal mortality rate for every 

100’000 live-births 
1996 104   2015 26 

Goal 5 
Improve 
maternal 

health 

Reduce by three-quarters the 
maternal mortality rate Proportion of births attended by 

skilled health personnel (%) 
1996 96%   2015 98% 

 
Have halted and begun to 

reverse the spread of 
HIV/AIDS 

HIV prevalence among pregnant 
women aged 15-24 (per 100'000) 

1996 24     

Prevalence of tuberculosis (per 
100’000) 

2001 13     
Goal 6 

Combat 
HIV/AIDS, 

malaria 
and other 
diseases 

Have halted and begun to 
reverse the incidence of 
malaria and other major 

diseases 
Proportion of TB cases detected 

and cured under DOTS 
2001 100%     

Source: Millennium Development Goals, Lebanon Report, September 2003 
 
 
Although Lebanon has adhered to different commitments and many health indicators 
have relatively improved, the government seems to lack a strategic future vision for the 
health sector, apart from that related to enhancing the productivity of public expenditures 
on health.  Hence, any reform policy to be developed should be of a comprehensive 
nature addressing the different distortions discussed earlier.  In this context, it is essential 
to clearly define the role and responsibilities of each of the involved groups in the health 
care system, especially that of the public sector.  As the current situation is no longer 
sustainable, immediate action is required to hold down inefficiency, in terms of the 
expensive health care bill, limited coverage, non-uniform service quality, and non-
transparent relationship between stakeholders.   
 
In this perspective, the reform program should:  

• Revise the current public interventions in the health sector in order to 
optimise their impact with respect to production, control, monitoring and 
pricing activities. 

 
• Better-regulate and control the private sector in order to promote 

competitiveness and productivity gain and enhance coordination between 
the private and the public sectors 

 
• Complement the provision of health services of the private sector by the 

public sector, especially for those segments of the society who are not 
formally covered by any health scheme 
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Based on these three major functions, the government should focus its efforts on the 
following more specific key health policy objectives: 
 

• Reducing the currently costly health care bill through: (a) redefining the 
detailed roles of the different stakeholders, namely the public sector, (b) 
monitoring their performance, as well as financing of health services, and 
(c) reorganising MOH and strengthening its role in regulatory functions 

 
• Introducing common standards in pricing, claims processing and 

administrative procedures to reduce transactions cost, in terms of both 
money and time 

 
• Allocating resources more efficiently by rationalising investments in new 

hospitals, facilities and technologies by conducting analysis of benefits 
based on needs assessment 

 
• Ensuring that all individuals have equitable availability and access to 

health care services, a measure which would enhance the financial 
protection of poor households from the costs of ill health, as it is these 
group who suffer most from the inefficiencies induced by this sector 

 
• Improving public provision of health services, particularly among rural 

areas, where the incentives of the private sector and the infrastructure of 
the public sector seem to be weak 

 
• Promoting greater client satisfaction with the health care system, within 

the ultimate notion of right to health 
 
Following are concepts to be focused on in order to arrive at the vision that is believed to 
eventually improve the health system in Lebanon.  It should be noted that most of the 
proposed concepts do not implicate additional heavy public direct investments, mainly 
physical ones, since the government has already started investing, namely in public 
hospitals.  Thus, the priority is to address a better distribution and management of the 
stock of capital, and to the launching of major reforms of the public interventions in this 
sector.   
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V.1 Ministry of Health 
In order to carry out the reform process, it is necessary to start with redefining the role of 
the government, namely the ministry of health.  As it has become generally agreed 
worldwide, the government is to maximise the scope of its interventions in the health 
sector in order to concentrate on the social aspect of health, in addition to the medical 
one.   
 
Currently, MOH acts as the insurer of the last resort, without a substantial function in 
regulating the whole health care system.  It is this very point that should be addressed, in 
terms of expanding and reinforcing the scope of the ministry’s functionality beyond being 
a mere fund for health services.  Ideally, the ministry is to become the reference which 
not only sets standards, but also ensures that all stakeholders adhere to these standards.  
Besides, the public sector should ideally become responsible for providing the elements 
that the private sector is failing to provide efficiently (or at all).  Following are the major 
spheres in which the ministry is to intervene; these include the hospital sector, 
pharmaceuticals sector, primary health care and insurance schemes.  It should be noted 
that the role of MOH in each of these sectors is transversal.   
 

V.2. Hospital Sector 
The hospital sector in Lebanon, as discussed earlier, suffers from distortions at different 
levels as follows:  

���� Uneven distribution of hospitals: hospitals are concentrated in Greater 
Beirut, which essentially benefits better-off individuals at the expense of 
poor and deprived families residing in peripheral regions.   
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���� Size: significant evidence has shown a positive correlation between 
hospital size and efficiency, indicating the benefits of economies of scale.  
As the previous analysis shows, more than two-thirds of the hospitals in 
Lebanon are classified as small.   

���� Hospital occupancy rates: the average occupancy rate in hospitals is still 
low at a level below than 60%.   

 
In this respect, the ministry of health should focus its efforts on addressing the following 
issues.   

(a) The MOH should complete the unification process of the systems, under 
which the various schemes operate.  To succeed, this process has to 
achieve different elements, the first being the development of a unified 
database.  This database has already been accomplished by the MOH; it 
identifies the beneficiaries of each scheme and displays the medical 
history of each of these beneficiaries.  Another element essential to the 
process of systems unification is the flat rate arrangement.  This means 
that the MOH would first specify a list of all the surgical and medical 
procedures to be covered and second details the corresponding costs of 
each procedure.  It should be noted that the amount to be covered by the 
MOH for each case is the same within each hospital, but would vary 
across hospitals based on the hospital accreditation results.   

 
(b) Complete the current CDR efforts aiming at building, rehabilitating and 

equipping public hospitals in different Lebanese regions.  CDR has 
already started work in this respect, where 26061 health sector contracts 
have been awarded between January 1992 and December 2004.  The total 
value of these contracts amounted to US$ 256.5 million62, of which 89% 
have been completed.   

 
(c) Completion of the CDR projects will increase the public bed capacity to 

reach 2,17563 at the end of 2007.  In 2001, there was a total of 735,76764 
hospitalisation cases.  Assuming an average stay of 4.7 days65, the public 
hospitals will be covering more than 17% of the total hospitalisation cases 
in Lebanon.  This has been explained explicitly in the following table 
(table 14).   

 
 

                                                
61 These contracts are of two types: Consultancy or design contract and Work or supply contract 
62 Council for Development and Reconstruction, Progress Report, July 2004, page 69 
63 “MOH presents to Mr. Seniora a report on the projects since 1999”, Al-Mustaqbal Newspaper, 
21/11/2005 
64 Health Policy and NSSF in Lebanon, (unpublished) 2005, Dr. Michel Karam 
65 This is the NSSF average stay as per “Size of the Public Sector”, 2002 
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Table 14: Public coverage of total hospitalisation cases 

# of public beds (end of 2007) 2,175 
# of admission days per year 325 
Occupancy rate 85% 
# of bed days per year 600,844 
Average stay 4.7 
# of cases in public hospitals 127,839 
Total cases 2001 735,767 
Public Coverage 17.37% 

Source: Al-Mustaqbal Newspaper (21/11/2005),  
“Size of the Public Sector” and CRI estimations 

 
 
(d) Based on the above table (table 14), it could be inferred that by the end of 

2007, the public hospital beds alone would be able to cover almost three-
quarters (about 71%) of current MOH beneficiaries, estimated at 
180,00066.   

 
(e) Rationalise any new investments to take place, in light of the to-be-

realised hospitalisation map.  In this respect, the MOH policy should aim 
at: first, encouraging activating existing non-operational hospitals and 
eventually increase the low hospital occupancy rates.  Second, MOH is to 
subject the process of developing new hospitals to strict terms and 
conditions, in a way that respects the needs assessment based on the 
hospitalisation map.  And third, MOH should command that newly 
developed hospitals, if any, meet certain set criteria that would allow 
succeeding the accreditation process.  These criteria include, among 
others, size (for economies of scale reasons), equipment, and human 
resources.   

 
(f) Special attention is to be given to the process of staffing of public 

hospitals.  The accreditation results, which have been published lately, 
confirm that public hospitals have failed as a result of inadequate 
qualification of their human resources, despite high-ranking of built area 
specifications, the infrastructural services, and especially the existence of 
hi-tech equipment and machinery.   

 
(g) The accreditation assessment, which has taken place lately, has resulted in 

a total of 85 successful hospitals, classified according to their 
qualifications.  This implies that the MOH, along with all the insurance 

                                                
66 “41% of the Lebanese do not have insurance, be it private or public”, Raed Al-Khatib, Al-Mustaqbal 
Newspaper, 05/12/2005 
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schemes as per the Lebanese law, would collaborate only with these 
hospitals.  Needless to say, this would leave the failed hospitals with only 
two choices, either to upgrade their qualifications in order to pass the next 
accreditation assessment or exit the market.  It should be mentioned, 
however, that among the 57 failed hospitals, many have acceptable 
standards, in terms of technology and expertise, but not competent enough 
to allow passing the accreditation.   

 
(h) The accreditation process along with the completion of different public 

hospitals would undoubtedly affect the supply and demand structures of 
the hospital sector, in a “survival of the fittest” manner.  As the number of 
public beds would rise to cover more than 17% of the total hospitalisation 
cases (refer to table 14), the private hospitals’ share would be affected to a 
large extent.  This factor, arising from the accreditation process, along 
with the generalisation of systems unification, which would necessarily 
put an end – or at least reduce- illegal deeds, would drive many ineffectual 
private sector hospitals out of the market.   

 
 

V.3. Pharmaceuticals 
 
It is necessary to address the reform of the pharmaceutical sector in Lebanon, which, as 
highlighted previously, faces different imbalances, the main being the oligopoly structure 
of the providers.  These distortions drive the cost of medication up – or at least 
maintaining the prevailing high-level cost – and consequently raise the health bill and 
make poorer families bear a greater burden, since a larger proportion of their income is 
allocated to health in general, and medicine in particular (table 15), in comparison to 
well-off ones.  
 
 

Table 15: Percentage expenditure on medicines from total health expenditures  

per household monthly income 

 Household Monthly Income Category 
Medicines [300,500[ [500,800[ [800,1200[ [1200,1600[ [1600,2400[ [2400,3200[ [3200,5000[ [5000,-[ Total 
Medicines alone 21.50% 19.50% 16.60% 14.20% 11.90% 10.00% 6.10% 6.30% 15.2% 
Medicines from 
Out-patient 

16.10% 16.20% 11.80% 11.60% 9.40% 6.80% 5.40% 4.90% 11.6% 

Total 37.60% 35.70% 28.40% 25.80% 21.30% 16.80% 11.50% 11.20% 26.80%67 
Source: National Household Health Expenditures and Utilisation Survey, October 2001 

 

                                                
67 Compare to figures in section III.7 above 



Development Program 2006-2009  Health Sector  

L0538-RPT-PM-1 REV0 35 of  44 

The report has also shown that 98% of drugs sold in Lebanon are label trade-name drugs, 
and it is the imported drugs that make up the bulk of drug consumption (94%).   
 
The government should focus on improving the management of the pharmaceuticals 
sector and to eventually demote the oligopolistic character of the market.  In this respect, 
the government could implement one, or more, of the following complementary 
strategies that are to be adopted not only by the MOH, but also by the remaining 
schemes.   
 

V.3.1 Keep the Current List of Drugs 
This option aims at enhancing competition and eventually driving drug prices down.  The 
MOH, along with the other schemes, would cover all the drugs available in the market; 
however, the full coverage would be up to a certain pre-specified reference price.  The 
system could be developed as follows:  

• Identify then classify all the drugs that comprise the same chemical 
composition into one group 

• In each of these groups, list the prices of all drugs in an ascending (or 
descending) order and select the median drug and set its corresponding 
price as the benchmark of the payment to be made by the schemes 

• The schemes will pay all the bill for the drugs priced at lower than (or at) 
the benchmark 

• As for the drugs priced at higher than the benchmark, the schemes would 
pay the reference price in addition to 75%68 of difference between the 
drug’s price and the reference price 

• To illustrate this, suppose that one of the groups comprises 12 drugs of the 
same chemical composition.  As the sixth drug is the median, its price 
would act as the set benchmark.  If the price of this drug is US$ 10, the 
schemes would pay the whole bill for drugs priced at less than US$ 10.  
Assume that the price of another drug of the same group is US$ 15, then 
the scheme would pay US$ 10 (the reference price) plus 75% of the 
difference, i.e. US$ 5, totalling at US$ 13.75.   

• The same procedure could be undertaken for the average price of the drugs 
list, instead of the aforementioned median.   

 
This measure would oblige importers of high-end drugs either to restructure their imports 
or to drive down their profit margins in order to remain in the market, since the patient 
now has cheaper alternatives that he/she could opt for.  If the profit margins are quite 
high, it would be feasible for the importers to reduce their prices.  However, if the 
margins are already low, which is a rare case, the importer and/or distributor would then 
choose to exit the market or move towards importing another drug.  It should be noted 
                                                
68 This percentage could in fact vary; 70% could be adopted instead 
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that in order to prove successful, this measure is to be accompanied by the support and 
solidarity of the medical staff, who play a significant role in the pharmaceutical sector.   
 

V.3.2 Specify a Unified List of Drugs 
Similar to the accreditation concept that implies that the MOH and other schemes would 
only deal with accredited hospitals, the MOH can specify a comprehensive list of the 
drugs to be covered, as opposed to covering all the drugs available in the market.  This 
list would be determined by MOH itself, with the cooperation of the World Health 
Organisation and the Order of Physicians, as well as an international advisory partner.  
This list would be adopted by all the existing schemes.   
 

V.3.3 Progressively Promote the Use of Generic Drugs 
Create a semi-public institution in cooperation with a strategic international partner and 
the Order of Physicians, which aims at elaborating and implementing, in the medium 
term, operational policies, among which are awareness campaigns that encourage the 
population to use generic drugs as substitutes for trade names, which will lead to 
lowering the health care bill in the long run.  This institution will also help in 
strengthening the local drug industry, as well as developing its coordination with the 
international pharmaceutical industry, especially that involved in generic drugs 
production.   
 
These three strategies will enable the improvement of the public health expenditure’s 
cost-effectiveness on drugs consumed either by in- or out-patients.  Despite its 
considerable strengths, this approach alone, pertaining to the pharmaceutical sector, does 
not radically solve the problem of the very poor segments of the population; it only 
protects them to some extent.  Hence, other complementary interventions, such as 
primary health care centres strengthening, are essential.   
 

V.4. Primary Health Care 
 
Primary healthy care (PHC) has always played a significant role in improving the health 
conditions of the population, through affecting directly the preventive aspect rather than 
the curative one.  PHC is translated into better health indicators, which Lebanon has 
already started experiencing.   
 
Lebanon enjoys a large number of health care centres69, which are – in most of the cases 
– not operated by the public sector, but rather the non-governmental sector.  However, 
this supply is not translated into effective benefits, as utilisation of these centres is still 

                                                
69 These comprise dispensaries, health care and social services centres 
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low and their geographical distribution is not even.  Thus, patients still seek consultations 
from private clinics most of the time, with only 23%70 of the yearly check-ups taking 
place at PHC.  In this respect, this approach aims at expanding and enhancing the role of 
primary health care centres, in order to reduce the pressure on private medical 
consultations and curative care – which are quite costly– and eventually reduce the health 
care bill and provide accessible health care service to all individuals, especially those 
residing in peripheral areas.   
 

V.4.1 MOH Efforts 
Lebanon has witnessed notable improvements in health indicators, according to a report71 
lately released by the MOH.  This report states that the main focus now is not only to 
further improve these indicators, but also to reduce their regional disparities, especially 
that of infant mortality.  The MOH, in collaboration with non-governmental sector, has 
achieved significant results at the preventive health care level, tacking different fields 
such as children’s immunisation, reproductive health, health awareness, scholastic health, 
essential drugs and chronic diseases.   
 
Efforts of the MOH have also been channelled towards increasing the annual budget 
allocated to primary health care, from the MOH budget, since the beginning of the 
nineties.  The success has been translated into an increase from 2 per thousand to about 
8%72.   
 

V.4.2 CDR Efforts 
The Council for Development and Reconstruction is focusing its efforts on different 
sectors and sub-sectors.  Not only are hospitals being built and rehabilitated, but also 
health care centres.  According to the CDR progress report (July 2005), 27 new health 
care centres have been completed covering all the Mohafazas of the country, as follows:  

• Eight health centres financed by a grant from the Kuwaiti Government 
were constructed 

• Eight health centres financed by a grant from Prince Walid Bin Talal 
• Eight health centres rehabilitated and equipped under the Health Sector 

Rehabilitation Project (World Bank loan) 
• Three centres rehabilitated through local financing and supplied with 

necessary equipment through financing from the Italian government 
 

                                                
70 “MOH adopts primary health care”, Dr. Bahij Arbeed, Al-Mustaqbal Newspaper, 14/12/2005 
71 “MOH adopts primary health care”, Dr. Bahij Arbeed, Al-Mustaqbal Newspaper, 14/12/2005 
72 “MOH adopts primary health care”, Dr. Bahij Arbeed, Al-Mustaqbal Newspaper, 14/12/2005 
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V.4.3 Millennium Development Goals 
A study prepared on the interventions needed to reach the Millennium Development 
Goals by 2015 has addressed the issue of PHC centres.  It mentioned that currently 
Lebanon has 849 health care, dispensaries and social services centres, 87 of which are 
primary health care designated by MOH.  The new strategy aims at expanding this 
network of primary health care centres to around 160, i.e. reallocating 73 new centres 
according to national standards adopted by the MOH.  The restoration essentially aims at:  

• Expanding primary health care services to cover all areas with emphasis 
on districts of low coverage 

• Well-positioning the patient referral system between primary health care 
centres and hospitals, mainly public 

• Establishing partnership between primary health care centres and health 
centres, dispensaries and social services centres operating in the same 
geographical area, where the primary care centre coordinates all health 
services available 

• Providing essential drugs and first aid to those who need it, either directly 
or through health centres and dispensaries 

• Developing and periodically updating the clinical guide of common 
diseases, the national formulary for essential drugs, national protocols, as 
well as issue an accreditation guide 

• Providing continuous training for employees of in the PHC centres 
• Strengthening collaboration between the public and the private sector to 

ensure implementation of national protocols and essential drugs list in the 
field of diagnosis and treatment services  

 
The study estimated that the time-frame of accomplishing this reallocation process would 
be 10 years (table 16), and that the costing associated with this task using, in most of the 
cases, per-centre item costs73, as follows:  
 
 
 
 
 
 
 

                                                
73 Essential drugs: US$ 26,300 per centre, Equipment: US$ 21,300 per centre, Training and health 
education: US$ 5,000 per centre (Primary Health Care in Lebanon: Ten Years Later”, Dr. Nabil Kronfol, 
2004), Information systems US$ 3,000 per centre (“Primary Health Care in Lebanon: Ten Years Later”, Dr. 
Nabil Kronfol, 2004), remaining items costs: lump-sums, based on current expenditures estimated by MOH 
and UNICEF for essential drugs, including those related to reproductive health, Human resources: assumed 
that NGOs will provide the primary health care centres with the needed staff in addition to other physical 
facilities and running costs.  The study based this assumption on current situation and MOH policies 
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Table 16: Cost of the Expansion of Primary Health Care Centres (in US$) 

Item in USD 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Cost of essential drugs to 
Primary Health Centres74 

1,925,283 1,925,283 2,117,811 2,117,811 2,329,592 2,329,592 2,562,551 2,562,551 2,818,806 2,818,806 

Cost of drugs for dispensaries 1,500,000 1,500,000 1,650,000 1,650,000 1,815,000 1,815,000 1,996,500 1,996,500 2,196,150 2,196,150 

Training & Health Education 365,000 365,000 365,000 365,000 365,000 365,000 365,000 365,000 365,000 365,000 

Information System 223,867 223,867 223,867 223,867 223,867 223,867 223,867 223,867 223,867 223,867 

Equipment 1,557,333 - - - - - 1,557,333 - - - 
Monitoring  & Evaluation 
(experts in all regions) 

250,000 250,000 250,000 250,000 250,000 250,000 250,000 250,000 250,000 250,000 

Total Cost 5,821,483 4,264,149 4,606,677 4,606,677 4,983,459 4,983,459 6,955,251 5,397,918 5,853,823 5,853,823 

Source: MDG Costing Lebanon, Consultation & Research Institute, 2005 
 
As table 16 indicates, the process of expanding and strengthening primary health care 
centres would cost more than US$ 50 million.  Although high, this figure would cover 
training and health education, which would eventually contribute to increased preventive 
care awareness.  Keeping in mind that this exercise addresses mainly the under-served 
regions, which currently have very limited access to health care, the development of 
health care centres would generally improve the health conditions in these regions and 
consequently reduce the pressure on and demand for curative care, leading in turn to 
reduced health expenditures in the long run.   
 
 

V.5. Insurance Schemes 
 
The current systems under which the various existing insurance schemes operate are very 
divergent.  This leads, as it is inferred from the preceding analysis, to inequitable quality 
of health services provided, as well as financial coverage.  In an attempt to develop a 
coherent insurance structure, it is deemed necessary to induce collaboration among the 
exiting schemes in terms of adopting comparable measures and standards.  These 
standards would be set by the MOH, since its role has been (is to be) defined as a 
monitoring body.  The following sections shows the levels at which the schemes can 
collaborate, both in the short and long runs.   
 

V.5.1 Coordination among Existing Schemes 
In an attempt to collaborate among the currently existing schemes, it is deemed necessary 
to unify the systems under which these schemes operate.  In fact, the collaboration arises 
at two different stages.   
 
In the short run, the following are the measures that could be undertaken in order to 
realise collaboration among the schemes: 

                                                
74 It was assumed that the cost of essential drugs for both Primary Health Care Centres and Dispensaries 
will increase by 10% every two years. 
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• Set uniform agreement between the schemes on one hand and hospitals 
and doctors on the other, so as to unify the quality of health services 
provided by the various schemes and ensure that no manipulation by any 
of the stakeholders occur.   

• Make use of the database developed by the MOH.  This database, which 
could be accessed at hospitals, facilitates the process of obtaining the 
history of each patient including the insuring scheme, medical history, 
which covers:  

• Develop a database at every hospital that consolidates data pertaining to 
general information on the hospital itself, medical activities provided, 
personal services, hospitalisation reasons for every patient, and 
mortalities.   

• Adopt the flat rates that will be set by MOH.  These flat rates, pertaining 
to every medical activity, will be the same inside each hospital.  However, 
they will differ from one hospital to the other depending on the 
accreditation results.   

• Create a unified medical monitoring committee that would act on behalf of 
all the schemes, jointly, to the provision of quality health services to the 
beneficiaries.  

• Create a managerial monitoring system for the schemes, which is to be run 
by a specialised team.  This team will consist of experts in the field of 
management and supervision; their task will be to ensure that all schemes 
adhere to the set terms and conditions.   

 
In the long run, the following measures should be addressed: 

• Adopt a unified hospitalisation card: this card would be issued by the 
MOH.  It allows its holder to access all the hospitals that the MOH 
contracts with, i.e. as per the accreditation results.  It addition, the card 
shows the medical history of its holder.   

• Adopt a unified medical card: this is similar to the hospitalisation card, 
however, it covers medical consultations at clinics and PHC centres in 
addition to hospitalisation.   

 

V.5.2 Expanding the Coverage of Public Health Services to all Residents 
 
This approach is in fact two-folded:  

(i) First, it proposes the development of a unified health care scheme that 
embraces all the currently existing schemes; and  

(j) Second, it covers all the resident population.  This measure is essentially 
justified by two major facts:  
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• More than half of the population is not covered by any type 
of insurance.  In theory, it is the MOH that is responsible 
for these individuals. 

• Employees pay for their own medical coverage as well as 
that of the uninsured.  This is true as employees pay taxes 
to the government, which in turn uses these tax collections 
to pay for its expenditures among which is coverage of the 
uninsured through various schemes, among which is the 
MOH.   

 
Theoretically, this measure is viable; it would resolve the issue of uncovered population 
and the bias against low-wage earners.  However, in the short and medium terms, it 
seems to be very difficult to implement, due to the high costs that would be incurred and 
paid by the government.  For illustrative purposes, the following sections describe the 
theoretical aspect of the proposition, while showing the additional financial burden 
obstacles that would be incurred if it were to be implemented in real life.   
 
 
Rationale of the Scheme 
 
The biased practice of double-payment by certain groups and the non-coverage of others 
could be tackled through the creation of a unified health care scheme that would cover all 
the resident population.  It would embrace all the current schemes, including NSSF, CSC, 
security forces and the MOH arrangement, in addition to those who are not covered by 
any of the formal schemes.  The role of the Ministry of Health in organising and 
supervising the control, follow-up, and assessment of this scheme will be a must.  In fact, 
the measures presented earlier in the “coordination among the schemes” section are the 
essential transitional step towards eventually achieving the unified scheme.   
 
These, if well-implemented, would improve efficiency, quality and equity of health care 
services in Lebanon, translated mainly into lower bills.   
 
Under the new scheme, every beneficiary would get a medical card (“carte sanitaire”) 
that would allow him/her to benefit from a comprehensive, efficient and equitable set of 
medical in- and out-patient services, a measure representing a tangible concretisation of 
the right to health.  The services should be clearly determined and defined.  If any 
beneficiary seeks better-quality services than those provided by the proposed scheme, 
he/she can buy these extra services from the private sector institutions, i.e. the insurance 
companies.   
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V.5.3 Mode of Financing at the Level of the Beneficiaries 
 
The fund would not be funded through any monthly contributions by the beneficiaries.  
Rather, the beneficiaries would pay a suggested 15% of the total fees for in-hospital 
services (instead of the current 10% under NSSF and CSC), and 25% of medication bills 
(instead of the current 20% for the NSSF).  As such, the previously paid contributions 
will be added back to the salaries of the employees of both the private and the public 
sectors.  Besides, in some cases, the wages are to be adjusted, in order to provide some 
form of compensation, for the following two reasons:  
 

1- In some cases, the proportion of the health bill to be paid by the 
beneficiary might be higher under the new scheme than under the 
currently existing ones  

 
2- The need to keep the same level of satisfaction for this segment of 

beneficiaries and thus avoid any loss incurred by them when moving from 
the current schemes to the unified scheme  

 
 

V.5.4 Mode of Financing at the Level of the Community 
 
Based on available data and ratios pertaining to the cost of health services, the 
government’s total cost induced by employing the unified scheme would be guided by 
the following table (table 17).   
 
The methodology used for computing the government’s total health care expenditures 
starts with the total resident population, out of which a figure pertaining to the yearly 
number of hospitalisation cases is derived.  Based on the number of these cases and the 
average cost per case, the total hospitalisation cost to be paid by the government is 
determined.  Using the average split of the current NSSF expenditures, of the past few 
years, between hospitalisation and medication costs, the total government bill under the 
new scheme was estimated at US$ 1,146 million when adopting a hospitalisation rate of 
21%75.   
 
 
 
 
 
 

                                                
75 In fact, this hospitalisation rate is quite high, especially when compared to (i) the figures that prevailed in 
the second half of the nineties and (ii) international standards (Canada 8.4%). 
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Table 17: Estimated Government Health Expenditures (hospitalisation & medication)  

based on the New Scheme 

Population 3,750,00076 
Rate of Hospitalisation 21.32%77 
Number of cases per year 799,500 
Average Cost of case (US$) 76878 
Amount covered by the new scheme on hospitalisation (US$) 614,016,000 
Total amount paid by the scheme on health (US$) 1,146,572,15279 
o/w medications expenditures & doctors’ fees (46.4%) (US$) 532,556,152 

Source: CAS, “Health Policy and NSSF in Lebanon”, CRI calculations 
 
 
The total expected health expenditure within the unified scheme can be estimated at US$ 
1,146 million.  The amount of health expenditure currently covered by the government is 
estimated to vary between US$ 358 million80 and US$ 416 million81.  If the latter is 
adopted, the resulting gap of around US$ 730 million could be filled through different 
combinations of the following financing modes:  

i. Accelerating the implementation of the fiscal reform, especially the 
one related to income tax reform, which will definitely improve the 
spending capacity of the state in social spheres 

ii. Increasing, eventually, the VAT from the current 10% to 13% 
iii. Implementing the tax on establishments (depending on their size in 

terms of surface area and/or number of employees) 
iv. Applying a tax on the purchase of luxury goods (“social solidarity” 

tax), along with the increase of the VAT.  The list of luxury goods 
would be determined by the government and could include items like: 
purchase of spacious apartments, extravagant car makes, alcohol and 
tobacco.   

v. The additional incurred cost of US$ 730 million might in fact be 
reduced with the progressive implementation of the overall reform 

                                                
76 Multi-Purpose Survey, CAS, 2004 
77 The national average rate of hospitalisation of the current schemes is 21.32%, as per “Health Policy and 
NSSF in Lebanon”, (unpublished) 2005, Dr. Michel Karam 
78 The average cost per hospitalisation case of all the current schemes is L.L. 1,219,000, equivalent to 
US$813- as per “The Size of the Public Sector”- based on figures pertaining to the various currently 
available schemes in different years (MOH 1999, NSSF 1999, CSC 2000, Army 2001, ISF 1997, GS 1997, 
and SS 1997).  This figure represents 90% of the total hospitalisation cost per case, which would amount to 
a total cost of US$ 903 per case.  Since the new scheme would require that the beneficiaries pay 15% of the 
bill (instead of the current 10%), this means that the share to be paid by the scheme is US$ 768.   
79 Based on figures presented in “The Size of the Public Sector”, it could be inferred that the hospitalisation 
share of the total NSSF expenditures is 53.6%, and that of medication is 46.4%.  In table 14 above, the 
scheme’s hospitalisation bill was used to arrive at the total scheme’s bill.   
80 Lebanon National Health Accounts 1998, December 2000 
81 CRI calculations based on figures by WHO (total expenditures on health) and National Household Health 
Expenditures and Utilisation Survey (government spending on health as % of total spending) 
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measures discussed earlier, such as the unification of the systems and 
accreditation process.   

 

V.5.5 Strengths and Weaknesses of the New Scheme 
 
This scheme does not directly realise a solution to the poor population since the 
beneficiaries still have to pay part (15% of in-hospital services fees and 25% of 
medication bills) of their health care bill.  These amounts will still seem significant to a 
certain proportion of the population.  Despite this, the scheme enjoys many strengths, 
summarised as follows: 
 

1. Provide coverage to all the resident population 
2. Provide standardised health care services, in terms of both quality and 

financial coverage, to all individuals, which would guarantee that no 
specific group has special privileges over another, within the unified 
scheme.   

3. Increase the productivity of expenditures on health 
4. Improve the purchasing power of wage earners among beneficiaries that 

currently receive relatively high-standard privileges in health care through 
adjusting their salaries 

 

V.5.6 Conclusions on the Scheme and possible alternatives  
 
As shown, adopting the new uniform scheme, although theoretically advantageous at 
many levels, would incur huge costs on government, without radically addressing the 
issue of the poor segments of the society.  Thus, what could alternatively be done, as part 
of the whole vision, is gradually expanding the scope of coverage of the NSSF to 
eventually embrace all residents.  This would ensure the different objectives of the 
uniform scheme, maintaining the current configuration of the NSSF, mainly mode of 
financing.   


