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Healthcare as a Social Protection
1. The System unfolded
2. Argument for pre-funding
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Understanding Healthcare 
Systems as part of the 
overall Social Protection 
Systems
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UNDERSTANDING SOCIAL PROTECTION SYSTEMS
World Bank Five-pillar Pension Framework

PILLAR 0 1 2 3 4

Description

Basic,
social pension,

or social 
assistance

Public pension plan 
(Publicly managed)

Occupational or 
personal

pension plans

Private schemes 
(Individual 

savings)

Informal 
support, other 
formal social 

programs ( e.g. 
health ) & other 
individual assets

Who is 
covered

Life-time poor, 
Informal and 
formal sector

Formal sector Formal sector Middle & higher 
income persons

Life-time poor, 
informal and 
formal sector

What is 
covered

Basic protection 
for the elderly & 

the 
disadvantaged

Basic benefit 
replacing

a portion of pre -
retirement income

Additional 
benefit replacing 
an extra portion 

of pre-
retirement 

income

Savings & 
investments

Non Financial: 
Health , 

Homeownership, 
lands

Participation
&  Funding

Universal / 
General budget

Mandated /  
Contributions linked 

to earnings

Mandated / 
Defined 

Contributions

Voluntary / 
Contributions, 
Ind. savings or 

employer sponsored

Voluntary / 
Government and 
Individual assets
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UNDERSTANDING SOCIAL PROTECTION SYSTEMS
Muhanna Pillars of Health Care

& Retirees

Medical necessities, 
secondary & tertiary 

benefits with copays, Class 
C

Top-up Insurance covering 
co-pays and costs not 
covered by pillars 1 & 2, 
Class B

Benefits covering 
extra amenities, 

elective coverage, 
Class A

PILLAR 0 1 2 3

Description
Welfare and Basic 

Health Care Benefits
Social Insurance

Benefits
Occupational

Health Care
Benefits

Private Health 
Insurance and OOP

payments)

Who is 
covered

Low income, Informal -
and formal sector

& Retirees

Formal sector
Formal sector Middle & higher 

income

What is 
covered

Basic and primary 
health care services, 
(Preventive care & 

Chronic Diseases)

Participation
&  Funding

Universal / 
General budget

Mandated /  
Contributions linked 

to earnings, &

Mandated / 
Defined 

Contributions

Voluntary / 
Contributions, 
Ind. savings or 

employer sponsoredsometimes General 
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UNDERSTANDING HEALTH CARE SYSTEMS

Stakeholders involved

Health Care 
SchemesPensionSchemes

Contributors

Beneficiaries

Administrator & 
Asset Manager

Service Provider
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UNDERSTANDING HEALTH CARE SYSTEMS

Distinctions between pension and health care systems

Factor/Aspect Pension Health Care

Earnings Directly Related Indirectly Related

Contribution Period Directly Related Indirectly Related

Inflation Indirect Effect Direct (& Indirect) effect

Mortality Direct Effect Indirect effect

Morbidity Lower effect Higher effect

Anti-selection Risk due to eligibility Low High

Third Party Little Effect Large Effect

Benefits Relatively easy to quantify Harder to quantify

Eligibility –Anti selection Manageable Major effect
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Argument for pre-funding 
for healthcare benefits 
after retirement
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EXAMPLE: HEALTHCARE COST INDEXED AT AGE 45

Age = x
Average Cost 

Indexed at 
x = 45

Utilization 
Rate

Burning 
Cost

Medical 
Inflation

25 750 8% 60 2.0%

35 900 10% 90 1.0%

45 1000 13% 130 0.5%

55 1270 15% 191 1.0%

65 1690 22% 372 2.0%

75 2250 25% 563 3.0%

85 2800 29% 812 4.0%
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EXAMPLE: HEALTHCARE COST PERSON: AGE 45

Assumptions

Inflation 3.5% plus 
medical inflation

Salary Increase 5%
Pension Increase 3%

• A 45 year old person with an annual salary of 6,000

• Retiring at age 65 with a pension equals 60% of last salary
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EXAMPLE: HEALTHCARE COST PERSON: AGE 45 NOW UNTIL 85

t=0

Age = x

Average 
Cost 

Indexed at 
x = 45

Burning 
Cost 

Burning Cost at 
Age = x+t

Salary &  
pension at  
Age = x+t

Burning Cost 
as % of 
Income

25 750 60 45 2,261 2.0%

35 900 90 78 3,683 2.1%
45 1000 130 130 6,000 2.2%

55 1270 191 296 9,773 3.0%
65 1690 372 1,085 15,920 6.8%
75 2250 563 3,721 12,837 29.0%
85 2800 812 14,652 17,252 84.9%

t=30

t=40

t=20

t=10
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TOWARDS AN OPTIMUM HEALTH CARE SYSTEMS 

• Demographic changes towards becoming ageing populations

• burning costs is age sensitive

• medical inflation is age sensitive

• Prefunding for healthcare benefits after retirement

• Health care costs of active population may continue to be paid on a

pay-as-you-go basis
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TOWARDS AN OPTIMUM HEALTH CARE SYSTEMS 

Public Sector must provide care for the:

 Elderly (since the increase of cost for providing healthcare 
benefits will out pase the economic growth of the general 
budget, a sort of pre-funding is essential)

 Unprivileged 
 Disabled
 Preventive care to all
 Core healthcare ( compulsory basis)

Private Sector may provide:

 Core healthcare (compulsory basis) 
 Non core healthcare (voluntary basis)
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Contact details:

Ibrahim Muhanna

address: John Kennedy St.

Beirut - Lebanon

phone: +9613752999

mail: ibrahim@muhanna.com

web: www.muhanna.com

Thank you very much for your attention!
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