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Concepts and definitions
Benefit package The term ‘benefit package’ describes how services are organized into different 

levels of care in the public sector. It also defines the types of services that are 
considered as achievable for the country commensurate with its resources. 

Capitation Fixed payment to providers per person enrolled in the insurance scheme. Providers 
paid by capitation bear the financial risk of providing a defined package of services 
to their beneficiary population.

Case-based 
reimbursement 
(DRG)

Retrospective payment of an administratively predetermined amount per case 
or episode of illness. Individual services are bundled into distinct case categories 
that are reasonably homogeneous with respect to resource cost, and providers are 
reimbursed a fixed amount per case in each category.

Coinsurance Percentage of the total charge for a service that those covered must pay for 
out-of-pocket.

Contribution 
mechanism

The means by which funds are mobilized for insurance. Sources of funds include 
allocations from general tax revenues, mandatory contributions for an identifiable 
insurance fund, and voluntary contributions.

Co-payments Flat amounts that those covered must pay out-of-pocket for each service used.

Cost sharing Any direct payment the users of health services make to the providers of services. 
Modalities of cost sharing include co-payments, coinsurance, and deductibles.

Coverage This refers to the beneficiary population, for instance, the percentage of people 
who are covered by insurance or defined population groups (such as employees 
and dependents) who are covered.

Covered services See benefit package.

Deductibles Amount that those covered must pay out-of-pocket before the benefits of the 
insurance programme become active.

Excluded services Services or methods of using services that are not covered in the benefit package 
of an insurance scheme. Individuals are liable for the full costs of excluded services.

External Reference 
Pricing 

Also called cross-country referencing and international price comparison –
benchmarks product prices in one country against prices of the same product in a 
selected basket of other countries. 

Fee-for-service Retrospective payment per item of service provided, that is, payment after those 
covered have reported the use of covered services. Fee-for-service reimbursement 
rates can be determined either by market forces or through administratively 
determined or negotiated fee schedules.

Generic medicine Any product that contains an off-patent medicine(WHO, 2015)
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