Dama International Journal of Researchers (DIJR), ISSN: 2343-6743, ISI Impact Factor: 0.878
Vol 2, Issue 3, March, 2017, Pages 12 - 14, Available @ www.damaacademia.com

Implementation of Public Procurement Act 663 (2003) in National
Health Insurance Scheme (NHIS)

Edward Frimpong
University of Science & Technology, College of Architecture & Planning,
Department Of Building Technology
Email: frimedward@yahoo.com

l. INTRODUCTION

Health care financing in Ghana began with a tax-funded system that provided free public health care services to all
after independence. As this system gradually became financially unsustainable with economic stagnation in the 1970s,
initially low user fees were established for hospital services to discourage unnecessary use, locally recover some costs
and generate provider performance incentives. Continued declines in government spending on health through the
1970s and 1980s led to shortages of medicines and supplies and deteriorating quality of healthcare. Following adoption
of structural adjustment reforms in 1983, the Rawlings' administration raised and expanded user fees for public health
care services in a system that became known as “cash and carry.” The user fee system improved operating revenues
for some facilities, but it was poorly regulated, inconsistently implemented, and found to have worsened access to
healthcare for the poor Blanchat, (2012). On September 05, 2003, following a series of pilots in selected districts; the
National Health Insurance Scheme was born. On this day, the National Health Insurance Act, 2003, (Act 650) was
signed into law. In 2012, the Act was repealed and replaced by a new law (Act 852), (NHIA 2012 Annual Report).
Among the new things the new Act 852 brought was to change the names of all the District Mutual Health Insurance
Schemes to the District Offices of National Health Insurance Authority (NHIA). The act also sought to ensure
standardisation of all operational activities in the district offices. It again nullified the existence of the individual
scheme’s Board of Directors and further ensured that all the administrative powers are centred at the Accra
Headquarters through the regional offices.

The vision is to be a model of a sustainable, progressive and equitable social health insurance scheme in Africa and
beyond. The NHIA has as its mission statement to provide financial risk protection against the cost of quality basic
healthcare for all residents in Ghana, and delight its subscribers and stakeholders with an enthusiastic, motivated, and
empathetic professional staff who share the values of accountability in partnership with all stakeholders. Since its
introduction, the NHIS has grown to become a major instrument for financing health care delivery in Ghana. About
85% of all internally generated funds (IGF) of all government and missionary health institutions now come from the
NHIS. The Scheme which currently caters for about 9 million subscribers engages with more than 3,200 healthcare
service providers and offers a generous Benefit Package that covers about 95%o0f disease conditions in Ghana. The
Scheme presently provides premium-free healthcare for nearly 70% of its total registered membership, underscoring
its social protection credentials. (NHIA, 2014).

The NHIS scheme is credited with improvements in the healthcare-seeking behaviour of many people who now tend
to seek medical attention earlier than before, thereby avoiding unnecessary deterioration in their condition. The NHIS
has grown exponentially from a small membership base of a little over 1million subscribers at inception, to nearly 9
million active members in 2012. The increases in membership and utilization of healthcare services underscore the
scheme’s popularity and significance (NHIA, 2014). “The NHIA has been experiencing increasing claims and other
costs over the years” (NHIA Annual Report, 2012). There is therefore the need to find out how these claims increases
come about. This is because perhaps the major procurement NHIA does is procurement of services provided by the
service providers. While increasing claims and other costs may be attributed to the increasing number of active
members, moral hazards that are associated with insurance schemes may not be ruled out. Accordingly, management
instituted cost containment measures such as the establishment of a Consolidated Premium Account (CPA),
strengthening of the Clinical and Internal Audit Divisions, linking of treatment to diagnosis, piloting of a new
prescription form for deployment across the country, the establishment of Claims Processing Centres (CPCs) and the
introduction of capitation as an additional provider payment mechanism, beginning with a pilot in the Ashanti Region.
The primary objective was to introduce efficiency in claims management (NHIA Annual Report, 2012).
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Procurement may be defined as identifying and obtaining needed goods and services. There is more to procurement
than just the identification and obtaining. There should be critical considerations as to what is needed and who can
supply at the most cost effective way. Public procurement is the process through which public entities utilize public
funds for purchases of goods and services for public good. With better compliance come better way of public spending.
Health care financing is a major global concern. Ghana, a developing country is not devoid of coming up with ways
and means of financing health and this has brought in the National Health Insurance Scheme. This health financing
strategy caters for the health needs of the country. However, there are factors that militate against the successful
procurement of healthcare services for its members. Whereas previous studies have always looked at compliance and
non-compliance of public procurement procedures not all factors have been dealt with within the Health Insurance
Authorities. The aim of the Public Procurement Act of 2003 was to promote fairness, transparency and
nondiscrimination in procurement in public institutions with the main aim of ensuring efficient use of public funds.

However, studies reveal that even after the enactment of the Act, there are losses of public funds that can be attributed
to public procurement. Based on the literature reviewed, the researcher intends to evaluate the indicators that impede
the successful institutionalization of the Public Procurement Act. Exercise of strict adherence to the PPA 663 by the
NHIA and strict evaluation of open tenders ranked first (81) on the severity index. These two were followed by
enforcing the integrity of the procurement personnel (80) and education on Public Procurement (76). Ranking 5™ and
severity index of 75, some respondents said there should be supervision from Head office of the NHIA and also
procurement officers should be employed. Criminalization of offences with severity index of 50 ranked last.
Respondents were asked to openly state in their own opinion means through which Public Procurement can be
successfully implemented by the NHIA. 70% of them responded that there should be procurement officers at the
district offices or one line officer should be trained to perform procurement functions as well. Alternatively, 65% said
there should be a Regional Procurement Officer who can be charged to oversee all forms of procurements in the
Ashanti Region.

1. CONCLUSION
The results of study have shown that procurement process at the district offices of Ashanti NHIA does not comply
with the Ghana’s PPA 663 and comes with a myriad of challenges. These challenges have affected the smooth flow
of logistics in the organization. The NHIA head office procures most of the goods, works and services for the district
offices. Staff of NHIA are aware of the PPA 663 but there is non-adherence to the Act. Procurement by the NHIA can
be said to be arbitrary done which brings in unnecessary spending and wastage due to untrained procurement officials
to oversee affairs of procurement.

The following measures have been identified as measures that can help improve upon the successful implementation
of the Act. Exercise of strict adherence to the PPA 663 by the NHIA, strict evaluation of open tenders, enforcing the
integrity of the procurement personnel and education on Public Procurement are some of the measures found. Others
are there should be supervision from Head office of the NHIA and also procurement officers should be employed.

1. RECOMMENDATIONS
In reference to the findings of this study, the following recommendations are being proposed to aid in successful
implementation of Public Procurement Systems, especially by the district offices of Ashanti NHIA.

1. There should be strict adherence to the use of the PPA 663 in the district offices of Ashanti NHIA and there
should also be advertisement for tenders so as to make contracting of health providers very competitive and
keen.

2. There should be supervision from Head Office of the NHIA on all procurement issues at the district offices
of Ashanti NHIA.

3. There should be an establishment of procurement departments in the district offices of Ashanti NHIA.

4. Recruitment of well qualified procurement professionals at the district offices or one procurement
professional at the Ashanti Regional Office is highly recommended.

5. The district offices under the supervision of Ashanti Regional Office of the NHIA should be allowed to
undertake major procurements.
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