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I. SUMMARY AND RECOMMENDATIONS:
 

A. 	Costs
 

Total project costs are as follows:
 

AID
 

Grant $ 2,000,000
 
Loan 10,000,000
 

Subtotal $12l000,000
 

GOP
 

Counterpart Support $10,900,000
 

GRAND TOTAL: $22,900,000
 

B. 	Purpose 

The Government of the Philippines has requested USAID assistance In 
carrying out its program of expanding primary her:lth care 
throughout the country. The purpose of the Primary Health Care 
Financing Project is to increase access to and utilizatifn of 
sustainable: primary health care services managed and fitanced by 
comunitius and the COP. The achievement of this purpose is 
expected Lo contribute to the achievement of a CDSS goal which Is 
to reouce, fertility and infant and early childhood mortality.
 

C. 	Description
 

To achieve the purpose three major project activities will be
 
undertaken:
 

1. 	A variety of public and private organizations throughout the 
country will field test schemes in which communities will 
finance the delivery of health care services. It is necessary 
to test systematically different kinds of financing tchemes to 
discover more about what people are willing to pay for, what 
they ctn afford, how to combine essential preventive and 
curative services effectively Into health care packages, how 
financing,j schemes can be managed In rural settings, whether 
schtemes 1JosItively Influence health seeking and spending 
behavior tind ultimately what effect these all have on health
 
Status. Ap)proximately 24 f'inancinq schemes will be field
 
tested by a variety of' public and private organi zations In 
rural areas throughout the country. Th4.s activity will be 
coordinatftd by the Philippine Council for O.ealtnr Hesearch and 
Developmntrt (P110D) which i5 a branch or the Ujtlonal Science 
and Technology Authority (NSTA). 
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2. 	A series of special studies will contribute to the government's
 
ability to ensure the financial viability and overall
 
efficiency of the health care system. Approximately eight
 
major studies will be conducted on a variety of subjects
 
related to health sector financing and the effectiveness of GOP
 
programs. Like the financing schemes, these special studies
 
will be contracted to appropriate institutions by the
 
Philippine Council for Health Research and Development which
 
will function as the manager of these studies.
 

3. 	The project will strengthen four of the Ministry of Health's
 
service delivery support activities. These four areas are
 
training of health workers, village pharmacies, PHC commodity
 
support system and the information, education and communication
 
CIEC) program for PHC.
 

D. 	Summary of Project Analyses
 

The analyses contained in the project paper conclude that the
 
proposed project is technically, socially, economically, and
 
financially feasible. Given the nature of tiu.project, a
 
cost-benefit analysis was not appropriate but in the economic
 
analysis it was determined that the activities proposed in the
 
project are likely to be more cost effective than alternative
 
activities. The implementation plan is sufficiently developed to
 
begin project implementation.
 

E. 	Waivers
 

No waivers are anticipated under this project
 

F. 	Statutory Requirements
 

All statutory requirements have been met. See Annex A for the
 
statutory checklist.
 

G. 	Recommendation
 

That the project paper be approved anu that AID assistance be
 
authorized under loan and grant funding so that implementation can
 
begin In FY 1983.
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II. PROBLEM ANALYSIS
 

The Primary Health Care Financing Project is based upon an extensive
 
analysis of the health sector in the Philippines which is spelled out
 
in the Mission's Population, Health, and Nutrition Stiategy (1980) and
 

which was approved as part of the 1983 COSS. It is incorporated in
 
this Project Paper as Annex B. Further sector analysis, which largely
 

confirms and reinforces what is contained in the Mission's PHN
 
strategy, was carried out in 1982 by the World Bank with support from
 
USAID, the Asian Development Bank, and the World Health Organization.
 
What follows in this section is a brief explanation of the issues and
 
problems identified in those documents that this project will help
 
address.
 

The two major interrelated issues relevant to this project are:
 
(I) critical primary health care services of reasonable quality are
 
still inaccessible to many rural communities in the Philippines and
 
(2) the cost implications of the central government's attempting to
 

provide such services by itself are formidable and unrealistic. While
 
data on and analysis of these problems arc ir:o:2 iete, r:ugh 
information exists to warrant designing a project which will help
 

produce further information and begin to explore solutions to these
 
problems.
 

A number of studies in recent years have suggested that providing free
 

health care to poor rural residents may not be achieving the goal of
 
increasing the demand or utilization of those services among the target
 
group. A thorough analysis of the demand for primary health care
 
services published by Dr. Barry Popkin and associates / revealed that
 
rural residents, in the Bicol region at least, are far more concerned
 
about the quality of services than with the cost, and that in general,
 
people are far less sensitive to the costs in deciding where to seek
 
care than might be expected.
 

These findings are supported by a smaller USAID-funded study undertaken
 

by Dr. Theresita Lariosa of the U.P. Institute of Public Health2i/.
 
Rural people in Isabela province frequently bypassed free consultations
 

at government clinics in favor of seeking out more costly private
 
practitioners and traditional healers. The fact that even poor people
 
are willing to pay for health services they feel are important and
 
their concern with higher quality care (whether real or perceived) is
 

further substantiated by an investigation conducted by M. C. Alfiler
 

_/ Akin, Griffin, Guilkey and Popkin, The Demand for Primary Health Care
 

Services in Low Income Countries: A Review and Case Study, 1982
 

2! Lariosa, Theresita, Household Health Seeking Behavior and Expenditure 

Patterns for Primary Health Care in Cabaqan, Isabelad July 1982. 
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of the U.P. College of Public AdministrationY/ . Alfiler found that
 
simple health care financing schemes have evolved in various places
 
throughout the country in which communities collectively finance health
 
services otherwise not conveniently available to them or when they are
 
dissatisfied with existing services.
 

The Philippine Government health care system, however, is impressive by
 
Third World standards. Ministry of Health-supported rural health
 
units, staffed by government physicians, are found in a majority of
 
municipal centers throughout the country. Barangay health stations
 
staffed by a MOH-paid midwife have been established in a ratio of about
 
one per six barangays. The MOH has also launched a nationwide primary
 
health care program intended to raise consciousness in the rural areas
 
about the need to adopt good health practices.
 

There is still, however, a service delivery gap in the sense that basic
 
PHC services are not always available at the barangay level as
 
conveniently as needed to make further improvements in health status,
 
especially among mothers and children. In response to this service gap
 
there has been a proliferation of single purpos- p-rt-time population
 
and nutrition workers at the barangay level but programs have not been
 
well coordinated, they are extremely costly, rely on external support,
 
and service delivery gaps have persisted. While there were good
 
reasons for creating largely independent vertical service delivery
 
structure:, there is general agreement now that a consolidated primary
 
health care system makes more sense financially and technically. The
 
central government, however, cannot afford to maintain adequately
 
trained and compensated barangay health workers in every barangay in
 
the country. Nor does every barangay necessarily need or want such a
 
worker depending on their proximity to alternate services. Barangay
 
residents have often been the passive recipients of free government
 
programs and this has exacerbated the inefficiency and costliness of
 
these programs.
 

The PHC Financing Project begins to address some of the affordability
 
and accessibility problems in ways which are referred to in the
 
Five-Year Philippine Development Plan (1983-87). The Plan recognizes
 
these problems and states that the private sector and health insurance
 
systems will be used to expand and supplement the services offered by
 
government. The project offers a mechanism by which beneficiaries can
 
begin to participate in financing health services in small scale,
 
experimental ways and simultaneously strengthens the MOH's capabilities
 
to provide the supporting services necessary for a good PHC system.
 

3/ Alfiler, M.C., Local Resource Utilization Schemes for Selected
 
Community-Based Primary Health Care Projects in the Philippines, November'1982
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III. DETAILED PROJECT DESCRIPTION
 

A. Project Goal
 

The GOP is committed to the overall goal of "Health for all by the 
year 2000." Within that context, the goal of this project, as well 
as USAID's overall health sector goal in the Philippines, is to 
reduce high fertility and high infant and early childhood 
mortalit, The rationale for and deve?.opmental significance of 
thi g have been explained in deta.il in the Mission's 
Population, Health and Nutritiu, SLrategy (April -1981) and in the 
Mission's FY 84 COSS. The country's crude birth rate of 33/1000 is 
one of the highest in Southeast Asia. Trhe general development as 
well as health implications of such a high birth rate need not be 
belabored here. The average infant mortality of 63/1000 live 
births,A/ while comparatively low, disguises the markud 
variations by region and by socio-economic group. USAID has 
determined that, given limited resources, projects in the health 
sector must address the goal which has been identified as a key 
determinant in the general development c" t.' co.Ltry. 

B. Project Purpose
 

The specific purpose of the project is to improve access to and
 
utilization of sustainable primary health care services managea and
 
financed by communities and by the GOP. There are two important
 
assumptions regarding the linkage between the specific purpose of
 
the project and the more general program goal.
 

1. It is assumed that an increase in the use of certain basic PHC
 
services will result in lowered fertility and a decrease In
 
infant and early childhood mortality. For instance, children
 
continue to die from diarrheal episodes because they are not
 
rehydrated in time, from pneumonia because they have no
 
antibiotics and from measles because they have never been
 
immunized. Malnutrition continues to be a major contributing
 
factor to death from these causes because small children are
 
weakened by insufficient food. A large number of these deaths
 
could be averted by having ready access to the drugs, vaccines,
 
education and health monitoring provided by a skilled PtC
 
worker. Fertility rates continue to be high, partly because
 
people do not have access to a continuous supply of reliable
 
contraceptives from a trusted source and they often have a 
fatalistic attitude towards their own fertility. Providing a 
convenient supply of a good mix of contraceptives, at the 
household level and a PIIC worker who can provide advice, 
follow-up and encouragement Is essential so tLhat failies can 
plan for births and make decisions about desired family size. 

4/ National Census and Statistics Office, 1980 estimate.
 



2. It is assumed that the use of primary health care services will 
Increase indirect proportion to access to such servces, and 
that access can be assured only if much of the true cost of 
providing services is borne by the communities and 
beneficiaries themselves. The costs of providing totally 
'free' services to ever household in	the,rural areas of a 

ovrr ent--e-oury a idable the centra i tas-
the ire burden. Cost-sharing in an equitable manner and are 	 hushd o
pcovn eeet o~~ h for dfclt:
generating new resources for PHC at the local level will help 
assure that the central government is able to concentrate on 
providing elements of PHC which are difficult for households to 
obtain independently and will reduce waste of goverynent 
resources on elements which 'the communities can obtain on their 
own. The quality of services andl .the 	demand for service have 
been demonstrated to be interdependent. People's ability to 
demand higher quality services also will be facilitated by
their participation In financing those services. People will 
begin to take greater responsibility for their own helth both 
Individually and as a community which will lessen their 
dependence on external institutIons. 

C. Prjet Oututs 

Three major interrelated project activities will be undertaken 
which will collectively result inimproved access to and 
utilization of, PHC services which are managed and fiaZced by 
communities with support 'from the overnent. A variety of health 
care financing schemes, designed with help from the beneficiaries,
will be tested in diffeenmt parts-of the country through private
and public organizations. Theseschemes will dmonstrate the 
advantages of relying on communities and the private sector to 
organize and manage their own primary 	health care (PHC) services 
with technical support from the government. Schemes also will 
suggest to the government ways Inwhich the recurrent costs of PHC 
services can be shouldered by equitable cost-sharing arrangements 
among communities, the private sector 	and local govenmnto 

Simultaneously, the government's ability to provide technical 
support to the field inseveral impotant areas of primary health 
care will be strenOthne through the 	project. These activities 
will focus on the following four areas: ()improved training
protocols, for baraingaly, health woers 	(BNWa and miwives and 
improvements in the. N 's ability to provide tecncal guidance on 
their selection, training, support a retention, (b)the provision
of thermost useful equipment and supplles to 8Ws with a system of 
resupply of expandable sWpplies to be 	provided by the communities,
(a) improvements in..thW eOsability 	to give technical guidaMe to 
small private village pharmacies (botice to brangay) so that 
appropriate PHC drugs and commodities are available commercially at 
the community level and (d) strengthening of the wON's mass media 
and public Information campaign to promote selected P11 services. 
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Before these improvements can be made, more Information is needed 
on the cost-effectiveness of the current MOH programs. The project
will fund the background studies and investigations necessary to
 
further refine the specific inputs listed above for strengthening

the M's ability to support technically field operations. Other
 
studies and policy analyses will be undertaken which look at 
financng issues In the health sector which, together with the 
community level information generated by financing schemer, will 
-heIpthe COPmak- importantdecisions about -utu~re, haealth-seetor.... 
investments* 

The following provides a more detailed description of each of these 
three project coapnents. 

1. Health Care Financing Schemes 
A financing scheme in this project r fers to an organized
mechanism for aeset of primary health care sevicesaiiking to 
a system of community financing of these services. It is 
necessary to test different kinds of financing schemes 
systemticall because more information is needed about what 
peopl are willing to pay for, what they can afford, how to 
combine essentil preventive and curative services effectively 
Into health care packages, how financing schemes can be manged 
in rural settings whether schemes postively influence halth 
seeking and pend behavior and ultimately what effect all 
thes ve on health status, The information acquired from 
testing such schemes wlll be useful to both government and 
private organizations in their attempts to find cost-effective 
means for making primary health care services available 
nationwide. 

The objective of this portion of the project is to pilot test 
healthcare financing schemes In a variety of settings end with 
a diverse grop of ntitl-tions, The project will have a small 
grato progMraml whereby o tis could apply'for grants to 
ZIupm t proposed f.nn schemes. In many places

thirmghout the country, No1 projets alr y-eit which 
attmpt to establish formalized ways of increasing comunity
Participation In the of health services. Theseprojets wareoften organized by individuals willing to invest 
their own .resources In obtaining alternate services who resided 
In areas where the people had inadequate access to government
health servicesIn other cs $, the projects were organized
by religious grmps or private organizations whose funding, was 
limited; therefore, the ro,act leaders were forced to !nerate 
rommes from the cmunitUs to ensure continuation of the 
progams. 



- 8 -


There have been some rural commercial enterprises and
 
agriculh::ral co-ops thpf have expressed interest in organizing
 
health sLrvices for their members and some that are already
 
doing so. Often these organizations are in a good position to
 
establish social amelioration funds or support health services
 
through funds generated by profits. They also have the basic
 
administrative structure upon which health schemes can be built
 
and therefore have greater capacity to manage schemes. Dr.
 
Carl Stevens, during a consultancy in February of 1982,
 
investigated the feasibility of establishing such schemes
 
through agricultural co-ops (see Annex C).
 

Government instituticns may also present proposals for
 
financing schemes to support the recurrent costs of health
 
programs. Innovative methods for increasing beneficiary
 
participation in financing government health services will be
 
particularly attractive as the project itself is designed to
 
encourage that, eventually on a much larger scale.
 

The PHC Financing Project will award grants to institutions
 
which present promising proposals for strenqthening the
 
financing component of their existing health care programs or
 
for setting up new health projects with community financing
 
schemes. Grants will range from $25,000 to $200,000 depending
 
on the size of the scheme and the complexity of the
 
components. In most cases grants will probably be within the
 
$50,000-100,000 range. While the size of these grants appears
 
to be substantial, adequate funding is essential to permit the
 
careful design and monitoring activities which are important in
 
an undertaking which is so new and experimental. For instance,
 
institutions receiving the grants will be required to establish
 
data collection systems to monitor changes in health seeking
 
behavior and expenditures (and in some cases, data on health
 
status changes) which will not be necessary once the impact of
 
such schemes is better understood and documented. The social
 
and cultural dynamics involved in establishing and operating
 
schemes will also be documented. Once the "technology" of
 
establishing and operating financing schemes is well-developed,
 
the per capita costs of implementing them elsewhere on a larger
 
scale will be considerably less. Cost-effectiveness and
 
replicability issues will be examined for every financing
 
scheme in advance of awarding the grants to ensure that the
 
real costs associated with start-up and maintenance of the
 
schemes are reasonable.
 

The kinds of organizations that would apply for such grants
 
will include the following:
 

- Small rural enterprises, Irrigation or trade associations, 
farmers co-ops, private employers, medium-sized
 
agri-business
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Private voluntary organizations (Philippine Business for
 
Social Progress, religious missions, Save the Children,
 
Project Compassion, etc.)
 

Government ministries or organizations (Ministry of Health,
 
National Nutrition Council, Commission on Population,
 
Development Academy of the Philippines, Ministry of Social
 
Services and Development, Ministry of Human Settlement,
 
etc.)
 

Universities with community health programs, private
 
hospitals
 

Others - Population Center Foundation, Nutrition Center of
 
the Philippines, etc.
 

The 	general criteria for selecting schemes were jointly
 
formulated between USAID and the GOP Technical Working
 
Group during the project design phase. These criteria are
 
as follows:
 

a. 	Schemes must principally support primary health care
 
services supplemented when possible by secondary-level
 
services,
 

b. 	Schemes should be designed to include their membership in
 
the development, support, and mainterance of the schemes,
 

c. 	Schemes developed must be affordable by the target group of
 
people and offer an improvement in the current method by
 
which people obtain health services,
 

d. 	Schemes should be designed to suit the management and
 
administrative skills and build the capacity of the
 
institution or individuals responsible for operating the
 
scheme,
 

e. 	Schemes should include a package of preventive and curative
 
health services. They must include services aimed at
 
reducing high fertility and infant mortality. Schemes will
 
be evaluated on the impact they have on utilization of
 
those services.
 

f. Schemes must aim at maximizing the sustainability of the
 
health project. Schemes which rely on large externally
 
generated contributions for significant activities will not
 
be considered.
 

g. 	While the project will fund a large proportion of the
 
capitalization costs of setting up the scheme, the
 
institution receiving the grant will be required to
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generate 10% of the capital costs. Exceptions to this rule
 
will be considered in cases where schemes are proposed by
 
extremely indigent communities.
 

The detailed critieria for selecting schemes and the procedures
 
for submitting proposals will be developed during the early
 
months of implementation.
 

Grant funds will be provided for initiating schemes involving
 
items like training for personnel, organizing the communities,
 
setting up accounting systems, and buying initial commodities.
 
Technical consultants, monitoring and evaluation activities,
 
meetings and seminars will also be funded from grant money.
 
Project funds will not be used to pay for the recurrent costs
 
of maintaining the schemes. Each scheme should begin financing
 
recurrent costs as rapidly as possible and existing government
 
or private resources should of course be included where they
 
exist. Most pilot projects should be planned for between one
 
and three years.
 

Project administrators will attempt to solicit proposals from a
 
variety of communities, some economically better off than
 
others. Schemes will not be funded, though, for communities
 
which already have access to adequate and affordable health
 
care services by virtue of their location or economic status.
 
Proposals should be solicited from a variety of geographic
 
areas to avoid having one particular region receive a
 
disproportionate number of the grants. An effort will be made
 
to solicit proposals from the five regions where AID assistance
 
has been concentrated (I, II, V, VI, VIII) particularly among
 
organizations which have been strengthened through other AID
 
supported projects (i.e., rural services centers, barangay
 
water associations, tree growers associations, etc.)
 

The idea of prcviding the funds for financing schemes on a loan
 
basis rather than as grants was considered and rejected for the
 
following reasons: (1)much of the costs involved at this
 
stage in testing financing schemes are related to developing
 
replicable prototypes; individual organizations would probably
 
be unwilling to bear those costs on loan basis; (2) the testing
 
of schemes is a somewhat risky activity and the pressure to
 
repay loans would discourage smaller organizations; (3)
 
administration of this already complex project would be further
 
complicated by having to manage loan repayments. After
 
prototype schemes have been developed, other organizations
 
could then apply for loans through commercial sources or GOP
 
channels for starting up their own schemes.
 

Organizations which undertake financing schemes will be
 
encouraged to put together health care service packages which
 
include, at a minimum, selected PHC services which are known to
 



have a significant impact on fertility and infant and early
 
childhood mortality. These services are family planning,
 
immunizations, oral rehydration therapy, growth monitoring and
 
nutrition advice for infants and preschoolers, early referral
 
and treatment of serious respiratory diseases in young
 
children, and prenatal delivery and postnatal care for pregnant
 
women. Pre-project studies indicate that people are much more
 
willing to pay for personal health services rather than broader
 
public health activities. They also tend to spend more money
 
on curative care than preventive care when there is a cafeteria
 
approach to services. On-going financing schemes, however,
 
have demonstrated that people will participate on a sustained
 
basis in schemes which are essentially a package of services
 
including ones which are more in demand than others.
 
Convenience of the services and the skill of the health care
 
providers are important determinants of utilization.
 

In recognition of these factors, schemes will attempt to 
combine services in attractive as well as effective health care 
packages. In some cases, this mpy r'?q'-re a nrpper emphasJ. 
initially on curative services with a plan for increasing the 
variety of services once the scheme becomes established and 
accepted. Financial considerations may also require starting 
with fewer services and gradually expanding. 

Each of the financing scheme proposals should describe how the 
organization planning to implement the scheme will coordinate 
with local government officials in the area. Coordination with 
local government is essential for several reasons. a) The 
newly legislated "local government code" requires that
 
Provincial Governors take responsibility for coordinating all
 
development projects within their jurisdiction. b) Experience
 
has shown that unless the local political leadership has been
 
consulted and feels responsible for the outcome of a
 
development activity, that the chances of having a successful
 
project are considerably reduced.
 

The final outcome of this component of the project will be a
 
series of financing schemes which have been tested and some of
 
which will continue to function after the funding period.
 
Because the progress and outcome of these schemes will be
 
carefully monitored and evaluated, eventually the government
 
will have a wealth of information upon which to make resource
 
allocation decisions for future health care expenditures and to
 
formulate policy regarding the nature of PHC programs. The
 
financing schemes will also provide useful feedback regarding
 
the kinds of financial participation most communities are able
 
to sustain. Annex C presents a description of some sample
 
schemes which may be tested during the life of the project.
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2. Special Studies and Policy Analysis
 

The design of this project has stimulated considerable dialogue
 
on the financial arid organizational issues, described earlier
 
in this paper, among GOP planners and policy makers. These
 
discussions led to the conclusion that, before any major
 
changes are instituted, there was a need to generate additional
 
information on a number of topics. Some of the studies
 
described below provide the basis for policy change; others
 
will help in planning the technical details of the service
 
delivery support component of the project. The types of
 
studies to be conducted are as follows:
 

a. Public and Private Health Sector Financin
 

In the Philippines there are many institutions which
 
provide health services of some kind within and outside of
 
government. Many government ministries and special area
 
development projects are responsible for providing health
 
care. Chartered cities have independent health care
 
systems. Commercial firms offer nait, insu1d,,Cu suhemes 
or subsidized clinics for their employees. Private modern
 
practitioners and traditional healers and birth attendants
 
are found throughout the country. Religious organizations
 
and private voluntary institutions provide a large variety
 
of health and health-related services. The Medicare
 
program is also becoming a significant part of the overall
 
health care system.
 

Although some data exist on the magnitude and patterns of
 
health care financing these organizations and individuals
 
provide, this information is found in dispersed reports and
 
has not been systematically organized or analyzed for its
 
implications for the future costs and structure of the
 
Philippine health care system. Many industrialized
 
countries currently have severe cost containment problems
 
in their large health schemes because the future
 
implications of the kind of funding employed were not well
 
understood.
 

In some areas in the Philippines, private arid public health
 
service programs compete with each other or duplicate
 
services, and in other areas neither kind of service is
 
adequate. Government planners will be in a better position
 
to identify underserved areas and avoid wasteful
 
duplication if data can be developed for the total sector.
 
Cost containment problems suffered by some countries can be
 
avoided in the Philippines if policy makers are made aware
 
of the negative long-term implications of encouraging
 
certain unrestricted insurance programs or concentrating
 
investments in tertiary care facilities.
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Project funds will be utilized for a large-scale financing
 
study to be conducted by Filipino economists and financial
 
analysts with leading international consultants employed at
 
critical junctures to provide insights gained from similar
 
studies in other countries. The baseline information
 
gathering phase of the study will begin in July of 1983
 
using Mission PD&S funds and will be continued during the
 
project. The general terms of reference have been
 
developed jointly by the MOH, NEDA, OM, economists from
 
U.P. and USAID in a workshop on the subject held in April
 
1983.
 

The results of this study will be useful to the National
 
Economic and Development Authority, Medicare program
 
administrators and Ministry of Health. Planning for the
 
study, interim reports and the final results will involve
 
planners and policy makers in all three of these
 
organizations. The results should form the basis of
 
decisions made about the expansion of the Medicare System,
 
MOH coordination with the privatc 3L-tor dcllvry system,
 
and the magnitude and nature of future public sector health
 
investments.
 

b. Botica sa Barangay Operations
 

One of the important PHC services the MOH has been
 
developing is to ensure that reasonably priced, essential
 
drugs are available in each barangay. The MOH provides
 
P1O00 ($100) of start-up drugs for privately owned 
sari-sari store (village stores) or boticas set up by
 
health workers with instructions that the drugs should be
 
sold at least at a 10% markup on the original price to 
allow for restocking from commercial suppliers. There have
 
been many problems associated with restocking %ith 
inappropriate drugs, not having reasonable restocking
 
supply points, and lack of financial and bookkeeping
 
expertise by botica managers. As a result many boticas
 
have not remained viable drug purchasing entities for
 
barangay residents beyond the initial few months. The
 
MOH's reliance on the private sector for the provision of
 
essential drugs is an appropriate policy especially when,
 
in many other developing countries, one can see ministries
 
of health trying unsuccessfully to make drugs available as
 
the village level in a fully subsidized manner. It is 
important to ensure that this private system works
 
properly. The small botica owners clearly need some
 
technical and managerial guidance which can be funded
 
through the MOH and which will result In an improvement in
 
their ability to make essential drugs available.
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The project will finance a thorough investigation to
 
diagnose the exact problems encountered by botica sa
 
barangay operators and recommend measures for making
 
boticas more commercially viable. Pre-project studies have
 
shown that there is a large demand for drugs at the
 
barangay level and that often rural people resort to
 
self-treatment using drugs purchased "over-the-counter"
 
from local pharmacies. It is important that the village
 
pharmacy owners have appropriate drugs in stock and that
 
they are able to provide some patient education on the use
 
of drugs and the need to seek consultation from health
 
personnel. Consultants from marketing firms and
 
pharmaceutical companies, working with the government
 
health care administrators on such a study, could be an
 
extremely useful way of utilizing private sector expertise
 
to achieve a government development goal. The study will
 
include recommendations for how the MOH should manage the
 
activities provided for in the service delivery support
 
component of the project which are required to assist
 
boticas.
 

c. BHW Program Assessment and d. Midwife Performance Analysis
 

Because public resources for health care in general are
 
limited, it is important that public services be as cost
 
effective as possible. The Ministry of Health would like
 
specific information on the cost and effectiveness of the
 
current midwife and Barangay Health Volunteer programs
 
(i.e., cost to the government in relation to: the
 
retention rate of the workers, effectiveness of selection,
 
training and supervision, and impact of the workers on
 
rural communities).
 

Because the BFW program is relatively new, insufficient
 
information exists on the strengths and problems of the
 
program. There are a variety of other barangay health
 
workers being trained and deployed by private
 
organizations, local governments and foreign-assisted
 
projects. These programs have different methods of
 
selecting, training and compensating their workers. Most
 
of these programs have been documented and compared In a
 
compendium prepared by the University of the Philippines
 
College of Public Administration. Cost and effectiveness
 
comparisons between many of these programs, which to date
 
have not been attempted, can help the MOH provide the best
 
possible technical guidance to the field on matters related
 
to training and deployment of BHWs and the guidance will be
 
based on solid evidence from the collective experience of
 
several organizations. Similarly the MOH midwives are very
 
important providers of PIIC services but more thorough
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documentation and analysis of their performance in the
 
field is needed.
 

Both the BHW and Midwife program studies can be performed
 
simultaneously. The outcome of the BHW investigation
 
should be recommendations for how to strengthen the
 
selection, training, supervision and retention of these
 
workers as well as the kind of equipment and supplies they
 
should be provided with to function effectively. The
 
outcome of the Midwife Performance Analysis study will be
 
information on what kinds of in-service training is needed
 
and how to improve their ability to supervise BHWs, handle
 
referrals from BHWs and serve as the link between BHWs and
 
the next higher level of care (Rural Health Units).
 

The results of these two studies will help guide the way in
 
which the BHW and Midwife Programs are strengthened and
 
improved. The detailed scope-of-work for these studies
 
will include recommendations for how to ensure smooth
 
management of the specific activit.es to be undcrtnken in
 
strengthening those programs. The section describing the
 
service delivery support component provides further detail
 
on what the activities are likely to be.
 

e. Herbal Drug factories
 

In the last several years, there has been a growing
 
interest in making better utilization of efficacious herbal
 
remedies some of which have been used for centuries by
 
traditional practitioners. Fairly extensive clinical
 
trials and blo-chemical studies have been undertaken to
 
determine which herbs are useful and what dosages are
 
effective. Two small tablet and ointment processing
 
centers have been set up and are producing, in small
 
quantities, Pnilippine FDA-approved herbal preparations.
 

There is a general recognition that, in order to interest
 
private firms in becoming more involved In processing
 
herbal preparations and promoting these products as a lower
 
cost substitute for certain modern drugs, economic and
 
marketing analysis would need to be undertaken to determine
 
the desirability of moving Into larger scale production and
 
distribution. The recommendations emerging from this study
 
should help the GOP encourage appropriate private sector
 
investments in this area as well as promote the backyard
 
cultivation of herbs which can be used without dosage
 
requirements (mostly topical applications).
 

http:activit.es
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f. Alabang Vaccine Laboratory
 

Vaccines for the Philippine Expanded Program on
 
Immunizption (EPI) have been procured largely from overseas
 
at considerable expense. Several years ago the GOP felt
 
that these vaccines could be produced locally at much lower
 
cost and plans were made to construct a vaccine production
 
laboratory. UNICEF provided all of the necessary equipment
 
and the building construction was started. Today the
 
construction is only partially complete. The MOH and NEDA
 
would like to undertake several studies to determine
 
whether the laboratory should be completed and what role
 
the private and public sectors should play in vaccine
 
production and distribution. Studies would include a
 
determination of exactly which vaccines should actually be
 
produced locally and which will still need to be purchased
 
abroad. Engineering designs and plans need to be completer'
 
on the building and recurrent cost analyses need to be done
 
to enable the MOH to budget for the laboratory operations
 
if studies show that the government 'lhould produce certain
 
vaccines. These studies would then enable the GOP to seek
 
donor assistance to complete the laboratory. Since
 
vaccines are such an important part of primary health care
 
and since the potential cost-savings could be substantial
 
in local production, the project will provide the funding
 
to undertake these studies.
 

g. Assessment of Referral Facilities
 

The maintenance of adequate referral systems and logistical
 
services to support primary health care programs are given
 
high priority by the MOH. The MOH is currently undergoing
 
an administrative reorganization which will give regional
 
and provincial health offices much greater responsibility
 
and which will administratively consolidate hospital and
 
public heaith services. District hospitals (small primary
 
level hospitals) are now responsible for supervising and
 
supporting Rural Health Units. The support includes not
 
only logisticai sinport but also provides the referral
 
linkage and laboratory support. Many of the hospitals and
 
Rural Health Units lack basic equipment and many of the
 
staff lack adequate management training to perform these
 
functions effectively. The project will therefore provide
 
for technical assistance to determine exactly how the
 
referral and laboratory support functions could be
 
improved, the training that Is required, the kind of basic
 
equipment that is lacking and whether ftcilitles need to be 
upgraded. This kind of information will allow the MOH co 
plan ways to improve their rHC support function in the 
future, redirect resources Into regions which are currently
 
most in need of such Improvements and secure donor
 
assistance In funding the upgrading of facilities.
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h. Cost-effectiveness Studies
 

Funds will also be set aside for a series of smaller
 
studies dealing with the cost-effectiveness of various
 
service delivery programs and PHC service support
 
mechanisms. It is very important for planners to know
 
whether the investments made are having the intended
 
outcome. In most cases, this would involve looking at
 
programmatic outputs rather than specific changes in health
 
status. For instance, the effectiveness of a sanitation
 
program would be measured in terms of numbers of functional
 
toilets existing in a village rather than by reduction in
 
diarrheal disease morbidity. In some cases alternative
 
approaches need to be considered where the effectiveness of
 
a program in meeting expected targets is demonstrated to be
 
very poor for the amount of money expended. Programs such
 
as the MOH's current oral rehydration packet production
 
could be examined to determine whether some private sector
 
entity may be better suited to produce and market that
 
product. In many instances, cost-effectiveness analyses
 
can help planners decide on which alternative program
 
method to choose.
 

Management of Financing Scheme Grants and Special Studies
 

The administration of the grants program for financing schemes and
 
the research/studies portfolio of this project will be a very
 
time-consuming process and will rejuire intensive management by an
 
experienced institution. Therefore, the management of these two
 
components of the project will be the responsibility of the
 
Philippine Council on Health Research and Development (PCHfRD) which
 
will perform this function on behalf of the MOH. PCHRD is the
 
branch of the Philippine Government's National Science and
 
Technology Authority (NSTA) responsible for establishing health
 
research priorities for the national government, channeling
 
research funds inLu LIhu appropriate fields and coordinating all
 
research undertaken in the country. (See Administrative Analysis)
 

The functions of the PCHRD staff who managed this activity will be
 
to: (1)stimulate the development of good proposals for financing
 
schemes, arrange for technical assistance to help organizations
 
design or evaluate schemes, arrange for timely review and approval
 
of scheme proposals and monitor implementation of schemes; (2) 
prepare, in coordination with the MOH and NEDA, detailed terms of 
reference for the research and special studies, contract with the 
appropriate people or Institutions to undertake the research, 
present research findinos back to the GOP and follow up on how 
research results are used. 

The PCMfD management staff will report research findings to a 
Project Advisory Group which will replace the Policy Committee and
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Technical Working Group both of which were established by NEDA to
 
manage the design of this project. The Policy Committee for the
 
project design was made up of the Minister of Health, Minister of
 
Budget, the Director General of NEDA and the Chief of the
 
Presidential Commission on Reorganization (PCR). The Technical
 
Working Group was composed of staff from each of those GOP units.
 
The Project Advisory Group, with similar membership, will continue
 
to provide policy direction during project implementation.
 

3. Service Delivery
 

The Ministry of Health has launched a nationwide primary health
 
care program starting first with barangays which have a
 
resident MOH midwife and gradually extending to other barangays
 
within the midwife's catchment area. The emphasis of the PHC
 
program at this stage has been on what is telmed "social
 
preparation" which is in fact a form of community organizing.
 
Barangays stimulated by the midwife, assess their total
 
development needs and form a plan of action for achieving their
 
development goals.
 

The MOH anticipates a great increase in the demand for basic
 
health services at the barangay level as the national PHC
 
program gradually spreads. So far, the accessibility of
 
essential health services for rural barangay residents is not
 
uniform. Barangays having resident MOH midwives are better off
 
than others. The catchment area for each midwife is still too
 
large to make her services truly accessible to the more remote
 
or distant 5-6 barangays that she is supposed to serve.
 
Distances and lack of adequate transportation into the
 
poblacion (municipal center) where the rural health unit and
 
private practitioners are located present formidable obstacles
 
to utilization of those services.
 

The MOH is also launching a massive training program for
 
Barangay Health Workers who are volunteer mothers charged with
 
monitoring the health conditions in their neighborhoods. They
 
are felt to be important in creating awareness of health
 
problems and promoting good health practices. There is,
 
however, a general recognition that, while these workers are
 
volunteers and therefore receive no salaries from the
 
government, there are considerable costs associated with
 
training, supervision, commodity support, etc. Keeping the
 
costs of such programs in line with the expected benefits to
 
the rural people is very much the motivating factor for the
 
MOH's undertaking the assessments and improvements planned in
 
this project. The service support activities included in-the
 
project are planned in a way that allows the MOH to use the
 
research findings to guide the nature of the resources invested
 
in these activities.
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The project will help strengthen the MOH's ability to support
 
health service delivery at the barangay level in four major
 
areas:
 

a. 	The botica sa barangay program, will receive managerial and
 
technical assistance to ensure that boticas become
 
commercially viable outlets for essential drugs,
 
contraceptives and PHC commodities. It is hoped that the
 
boticas can become reliable supply points for
 
contraceptives and oral rehydration packets, as well as
 
essential drugs. The kind of assistance necessary is
 
anticipated to be: the development of a formulary for
 
essential generic drugs which can be distributed to botica
 
owners or managers at the time the start-up drugs are given
 
to them, training sessions to improve their bookkeeping and
 
financial management skills, assistance in finding better
 
ways than they are currently using for restocking drug
 
supplies from commercial outlets, and training to enable
 
them to provide better patient education on the use of
 
basic drugs.
 

The MOH estimates that approximately 10,000 boticas and
 
their managers can be helped through this project. The
 
study which precedes the detailed design of this component
 
will identify the regions in greatest need of assistance in
 
their botica programs. Activities will be coordinated
 
through the regional and provincial health offices.
 
Specific kinds of activities undoubtedly will be contracted
 
to organizations with expertise in bookkeeping, finance and
 
marketing. The budget item set aside for this activity
 
roughly estimates the cost of the technical assistance,
 
training and MOH management assistance necessary to cover
 
the targeted 10,000 boticas.
 

b. 	The MOH barangay health worker and midwifery programs, will
 
be provided assistance to strengthen them in the areas in
 
which weaknesses are identified. It is anticipated that
 
major changes in the training curriculum and methodology
 
will be required for both kinds of workers including the
 
development of training protocols which could be
 
distributed to each of the 12 regional health offices. For
 
the BHWs, the training protocols will be for preservice and
 
in-service training while, for the midwives, it would
 
involve the in-service training of existing personnel.
 
(See the technical analysis, section VII.A.).
 

Since the supervision and support systems and motivation
 
and retention factors will also be scrutinized in the'study
 
of these two cadres of workers, funds are made available to
 
initiate improvements. Training in supervision techniques
 
for nurses (who supervise midwives) will be required.
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Procedural manuals to improve the support services to
 
midwives from the RHUs and district hospitals will be
 
developed. Recommendations on technical guidance from the
 
central MOH office on matters related to the selection and
 
performance of both BHWs and midwives will emerge from the
 
studies. The project will fund the specific technical
 
assistance or workshop needed to provide this guidance to
 
the 	12 regional offices.
 

The 	outputs of this project activity will be new training
 
and 	supervision protocols for BHWs and midwives, and other
 
technical guidance in the form of procedural manuals,
 
workshops and training sessions. Through these
 
improvements, the effectiveness of BHWs and midwives in
 
relation to the costs of the programs should be
 
dramatically improved.
 

c. 	It is well recognized that primary health care workers need
 
access to certain basic PHC commodities and equipment to
 
function effectively and maintain p:of :;icncl
 
credibility. In various health care programs in the
 
country, barangay health workers are provided with kits
 
containing emergency supplies such as simple drugs, oral
 
rehydration salts, alcohol, dressings, thermonters and so
 
on. The items contained in the kits usually coirespond
 
with the skill level and training of the worker and the
 
health problems they are expected to adaress.
 

Given the MOH's desire Lo examine the cost-effectiveness of
 
their BHW program and given the probable changes in the
 
training program to he introduced through this project, the
 
exact contents of the kits will be determined after the
 
study of the BHW program is undertaken. The MOH currently
 
estimates that it costs roughly P200 ($20) to provide one
 
worker with the most fundamental supplies (including the
 
cost of a durable kit). The communities are responsible
 
for 	restocking the kits with the expendible items. Project
 
money and GOP counterpart funds have been budgeted for PHC
 
commodities for these kits to be purchased locally once the
 
research is complete. The system for the distribution or
 
these kits will be recommended in the BHW program
 
assessment.
 

d. 	The final service support activity involves strunothening 
the public education and mass media aspects of the national 
primary health care program, which the t'.OH call% It, 
information, education, and corrnunicatIon (1I1J) prouritf;i. 
Many of' the IEC materials currently ava ouLditludlaflle ;airlt 
or produced overseas and therefore not very relte-viint. Ihe 
project will fund the production of' new m;ateriaL, aiImud at 
rural audiences in the Philippines to promote selected P1C 
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re,cocking drugs from commercial outlets and training of
 
pharmacy aides will be useful technology for schemes which
 
include boticas. The mass media campaigns will also help
 
promote utilization of the services offered through the
 
financing schemes. MOH field workers undoubtedly will be
 
important elements in some of the financing schemes in some
 
areas, so improvements in their performance will be
 
advantageous. Just as important, or more so, will be the
 
impact of the lessons learned about service delivery and the
 
financing of PHC which will be acquired by testing financing
 
schemes and which will influence the government system.
 
Fin-..cing schemes may demunstrate thE value of having private
 
entities or local government units actually administer health
 
care systems. Schemes will demonstrate how the people can be
 
involved in supporting the recurrent costs of health care,
 
especially primary health care, and may lead to a better
 
cost-recovery system for publicly financed services. Knowing
 
what people are willing and able co pay for, and what they are
 
not, will also lead the government Lo concentiate its support
 
for elements of care which will be difiicult for Lhe individual
 
community to finance by itself.
 

The learning experience among the entities undertaking the
 
implementation of various elements of the project will depend
 
on proper recording and dissemination of the knowledge acquired
 
in each component. Because the project addresses the critical
 
issue of how to deal the recurrent costs of primary health
 
care, the results of the research and experimentation in the
 
project will be of interest to neighboring countries. The
 
project sets aside considerable resources to fund workshops,
 
seminars, and travel to observe different elements of the
 
project. GOP officials and government officials from other
 
ASEAN countries will be invited to observe financing schemes
 
and participate in workshops and other fora where health care 
financing issues are being discussed. The research findings 
will be widely distributed and discussed at the workshops and 
conferences. Many of the institutions and experts involved in 
conducting the research will also be used as consultants to 
design financing schemes or evaluate them. Opportunities to 
achieve cross-fertilization of' ideas and lessons will be 
maximized through Implementation of the project. Specific 
plans fur doing so will be planned In detail during the early 
implementation stages of the project.
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D. Inputs: (AID-Funded)
 

1. Financing Schemes Grants Program (Illustrative List)
 

Scheme Type OrCanization Funding Number Total 

Rural enter- Small rural $75,000 4 $ 300,000 
prise based industries 
scheme 

Service Irrigation $75,000 2 150,000 
association service 
based scheme associations 

Barangay water 
associations 

Hospital Small private $150,000 3 450,000 
associated or public 
PHC schemes hospitals 

Agricultural Area Marketing $200,000 3 600,000 
Co-op based Cooperatives 
health 
insurance 

Medikong Bayan Private Insur- $200,000 200,000 
type scheme ance group 

Cost recovery MOH, MSSD $ 75,000 4 300,000 
schemes on NNC, POPCOM 
GOP PHC 
services 

Hacienda health Coconut or $150,000 1 150,000 
schemes Sugar Planters 

Associations 
Local unions 

Community Consumer co-op, $ 50,000 4 200,000 
cooperatives/ Mothers clubs, 
associations Day Care Centers 

Municipal Mayor's Office, $100,000 2 200,000 
government Municipal Devel
health schemes opment staffs 

$2,550,000 

Administrative Costs 450,000
 

$3,000,000
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2. Special Studies 

a. Private and Public Health Sector Study 
b. Botica sa Barangay Study 
c. BHW Program Assessment 
d. Midwife Performance Analysis 
e. Feasibility for Herbal Drug Factory 
f. Feasibility: Alabang Vaccine Laboratory 
g. Assessment of referral facilities 
h. Cost-effectiveness studies 
i. Administrative Costs 

200,000 
50,000 
200,000 
50,000 
100,000 
100,000 
200,000 
100,000 
150,000 $1,150,000 

3. Service Delivery 

A. Botica sa Barangay Program 2,000,000 

B. BHW/Midwife Programs 1,600,000 

C. PHC Commodities 2,600,000 

D. IEC 1t300,000 7,500.000 

4. Other Support Costs 

(Participant training, Policy and Technical 
Group meetings, short courses, workshops) 300,000 

5. Project Evaluations 50,000 

Project Total: $12,000,000 
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Summary Financial Table (5.5 years)
 
Primary Health Care Financing Project
 

($000)
 

Component 


1. Financing Schemes 


a. Grants to Institutions 

b. Administrative Costs 


2. Special Studies 


3. Service Delivery 


a. Botica sa Barangay
 
Program 


b. BHW/Midwifery Programs 

c. PHC Commodities 

d. IEC 


4. Other Support Costs 


5. Project Evaluations 


TOTALS 


Grant 


950 


900 

50 


1,000 


50 


2,000 


USAID 


Loan 


2,050 


1,650 

400 


150 


7,500 


2,000 

1,600 

2,600 

1,300 


300 


10,000 


Total 


3,000 


2,550 

450 


1,150 


7,500 


2,000 

1,600 

2,600 

1,300 


300 


50 


12,000 


MOH 


-

-

-


-

10,200 


1,000 

3,000 

1,200 

5,000 


-


10,200 


GOP TOTAL
 
(GOP&AID)
 

PCHRO Total
 

532 532 39532
 

- 2,550
 
532 532 982
 

168 168 1,31P
 

- 10,200 17,700 

1,000 3,000
 
3,000 4,600
 
1,200 3,800
 
5,000 6,300
 

- 300 

50
 

700 10,900 22,900
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IV. RELATIONSHIP TO OTHER PROJECTS AND OTHER ACTIVITIES IN THE SECTOR
 

The Project is the logical successor to a significant amount of A.I.D.
 
activity in the health sector* going back many years. It represents
 
the Mission's effort to consolidate much that has been learned and
 
established in a single project that will be the principal operational
 
manifestation o( A.I.D.'s support in the sector for the next several
 
years.
 

Five recent and contemporary A.I.D.-assisted projects form the
 
background for the Primary Health Care Financing Project: Population

Planning II and III; Panay Unified Services for Health (PUSH); Bicol
 
Integrated Health, Nutrition, and Population; and Food and Nutrition.
 
Some of these have dealt explicitly with the local financing issue, and
 
all five have been concerned with establishing selective PHC services
 
at the barangay level.
 

Population Planning III represents the Mission's current assistance to 
the Government for financing of the verticdl populatioi, and family 
planning program which AID has supported for more than a decade. PP 
III provides a broad spectrum of support for the program's service 
delivery system. Incorporated in the project design is a gradual 
phase-out of AID support for recurrent local costs, mostly field 
salaries and transportation. By the year following completion of the 
project -- that is, from 1986 -- the Government is to bear 100 percent 
of the recurrent local cost burden. The Mission believes that as the 
Government struggles to find ways of bearing this burden with partly 
locally generated funds, it will inevitably look at integration of
 
services as one alternative that could make the burden easier to bear.
 
The PHC Financing project is intended, in part, to help the Government
 
examine and gain experience in alternative financing mechanisms that
 
could be employed in support of on-going health, nutrition and family
 
planning programs.
 

PUSH and the Bicol project were designed to demonstrate that full-time
 
paid village-level workers will prove sufficiently valuable, and
 
therefore attractive, to local governments that they will be prepared
 
to absorb the full cost of supporting these workers. The PUSH project,
 
which is further along in implementation, covers the first three years
 
of salary support for the Barangay Health Workers, after which the
 
provincial governments become responsible for these costs. The
 
evidence from both projects thus far is encouraging. The rutention
 
rate of BHWs is exceptionally high. A mid-project evaluation of PUSH
 
revealed strong community and local government support for the workers
 
and a high level of satisfaction with the service they are providing.
 
Most of the first 50 workers are now being paid by the local
 
governments and the prospects are good that local government support
 

*"We define the sector to include population and nutrition.
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will continue. However, it is equally clear that full salary support
 
for the BHWs will become an ever more onerous burden as the number of
 
BHWs increases. For that reason, PUSH is now planning to experiment
 
with cost sharing of salaries between local governments and the
 
beneficiaries themselves. Likewise, a process evaluation of the Bicol
 
Project, completed in May 1983, found that the Barangay Health Aides
 
were performing their duties well and were well-accepted by their
 
communities. There is evidence that the local governments will pay for
 
the stipends on schedule. Given the enormous recurrent cost
 
implications of salaried BHWs, however, the current MOH policy
 
encourages the use of volunteer BHWs.
 

As a precursor to the PHC Financing Project, an operational research
 
study, funded by ST/Health's PRICOR project, was initiated on Panay
 
island to test financing schemes in as scientific a manner as
 
possible. Extensive health seeking and spending behavior data were
 
collected in both experimental and control areas before a small number
 
of financing schemes were actually tested. The impact of the schemes
 
on people's utilization of and satisfaction with the services is being
 
measured carefully. The PRICOR project will pruviu very u.uful
 
guidance to PHCF project administrators.
 

Finally, the Food and Nutrition Project (FNP), which concluded in 1981,
 
produced considerable basic information on the extent, causes, and
 
treatment of malnutrition and undernutrition in the Philippines that
 
can be incorporated in the PHC Financing project. The PHC Financing
 
Project looks at maternal, infant, and young child nutrition as being
 
of critical importance in the general effort to overcome high fertility
 
and infant mortality in the Philippines. Many of the techniques that
 
were discovered and tested under the FNP will be applied in the service
 
packages included in financing schemes. Among these are breastfeeding,
 
regular weighing, nutrition education, administration of oral
 
rehydration, home vegetable production, and instruction in food
 
preparation and hygiene.
 

In summary, the predecessor activities to the Primary Health Care
 
Financing project in the Philippines, many of which were
 
A.I.D.-supported, established technically sound, administratively
 
feasible approaches to various aspects of primary health care. Their 
greatest deficiency was in their failure to make adequate provision for 
long-term financing and their inability to really alter the vertical 
service delivery structures which are in place today, in part because 
of AID and other donors. The strength of this project is that it 
raflects the GOP desire to look at these issues analytically and to 
test solutions on a limited scale to gain the knowledge and experience 
needed for wider application. The Project seeks to capture what is 
best, technically and administratively, about past and current 
activities, and to help the Government and local commniunities explore 
ways of sustaining them on a self-financing basis, free from long-term 
dependence on external resources.
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V. PROJECT RELATIONSHIP TO AGENCY'S POLICY INITIATIVES
 

A. Institutional Development
 

The institutional development focus of this project is building the
 
capacity of existing rural institutions to enable them to manage
 
health service programs for their members through financing
 
schemes. The project will also improve the Ministry of Health's
 
ability to provide technical guidance and support to the field and
 
the Philippine Council on Health Research and Devlopment (PCHRD)'s
 
ability to function as the policy analysis and health services
 
research center for the country.
 

In each of the financing schemes, existing community organizations
 
will be given assistance to enable them to become managers of
 
health services for their members. In most cases, the
 
organizations will be well-established and have some other
 
principal mandate, as would be the case with irrigation
 
associations, farmers coooeratives, rural enterprises, and so on.
 
These organizations woulc: be provided whatever initial assistance
 
it takes to make them capable of managing a simple health care
 
package for their members. In reviewing grants to these
 
institutions, great care will be taken to ensure that the capacity
 
to manage the finarcing schemes becomes a permanent function of the
 
organization and not j,st an ad hoc task undertaken for the
 
duration of the funding.
 

The MOH as an institution will be strengthened in the four areas of
 
service delivery support described earlier in this paper. Its
 
ability to provide sound technical guidance to the regional offices
 
on matters related to the training, supervision and support of PHC
 
workers and public education on selected primary health care
 
services will be greatly enhanced by the research and service
 
support activities.
 

And finally, the PCHRD will be strengthened by the experience it 
will gain in managing the grants program for the financing schemes
 
and managing the research portfolio of the project on behalf of the
 
MOH. PCHRD now has the mandate to plan health services research
 
and policy analysis but has been handicapped by insufficient funds
 
to operationalize much of that mandate. The project will help them
 
move toward becoming the national focal point for health research
 
in the area of service delivery and policy analysis. It will also
 
strengthen the institutional linkages between the Ministry of
 
Health, PCHRU and academic institutions throughout the country
 
which are Involved in health sector research and development 
activities.
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B. Policy Dialogue
 

Policy changes usually happen gradually and are stimulated by an
 
accumulation of evidence that indicates a need for change. The PHC
 
Financing Project will begin to provide this kind of evidence with
 
regard to primary health carefinancing issues. One of the
 
important features of the project is that the Policy Committee
 
which guided the project design will be reorganized into an
 
Advisory Group, made up of senior officials from MOH, NEDA, PCHRD,
 
OBM and Finance to oversee implementation. Project issues which
 
affect national policy can be debated by this Advisory Group. In
 
fact, in the process of project design significant policy debate at
 
the Ministerial level has already occurred.
 

Much of the research planned in the project was requested by the
 
MOH precisely to examine the basis of existing policy and programs
 
in the area of primary health care. Analyzing the
 
cost-effectiveness of certain approaches to service delivery may
 
result in fairly major changes in the way the GOP views its role
 
vis-a-vis service provision. The current policy of providing free
 
public health services through rural health units and barangay
 
health stations may be modified as more is learned aoout what rural
 
people can afford to pay and for what services they are willing to
 
pay. GOP officials are aware that their record on cost-recovery
 
for health services is gradually deteriorating and that the budget
 
allocations for the MOH are not likely to increase dramatically in
 
the near future. A demonstration of how private resources and
 
community financing can help pay for the recurrent costs of health
 
care will free up GOP resources for endemic disease control
 
programs and other efforts which cannot be community financed.
 

C. Private Sector
 

The GOP recognizes that a great deal more can be accomplished if
 
private and public resources for health care are properly
 
coordinated and therefore has included strengthening private sector
 
participation in health as a strategy in the 5-year Philippine
 
Development Plan for 1983-1987. One of the objectives of the PHC
 
Financing project is to increase private sector participation in
 
the health sector because doing so is viewed as an important means
 
for helpinq assure the long-term financial viability of the health
 
care system and for moving toward providing better access to
 
primary health care services for the people.
 

One of the major constraints to increasing private sector
 
participation has been the lack of information on the flow of
 
private health care resources in the country. The introduction of
 
the MEDICARE program in the early 1970s stimulated the rapid
 
expansion of the private sector since some 75% of its benefits are
 
disbursed for privately provided services. Approximately
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two-thirds of the physicians in the Philippines work in the p. vate
 
sector.
 

The project includes a major health care financing study which will
 
begin to provide GOP planners with information about the
 
distribution and fee structure of private practitioners, the
 
coverage of private facilities, the health care expenditures of all
 
government entities and other information which should facilitate
 
decisions on how to exploit the strengths of the private sector.
 
The project will also demonstrate through the financing schemes how
 
private, profit and non-profit, organizations in the rural areas
 
can be used to provide important primary health care services to
 
barangay residents in an affordable way. Eventually this should
 
result in a decrease in MOH resources devoted to actual service
 
delivery.
 

Other aspects of the project may also lead to an increase in
 
private sector participation. The feasibility studies for the
 
heroal drug factory and the Alabang wccine laboratory will
 
investigate, among other things, the financial viability of such
 
factories and desirability of utilizing commercial firms for these
 
activities. Improving the botica sa barangay program will not only
 
be focused on boticas which are generally privately owned village
 
stores, but will also use technical assistance from private
 
commercial firms to make those boticas more commercially viable.
 

D. Recurrent Costs
 

This project responds directly to the issues raised in the AID
 
Policy Paper on Recurrent Costs (May 1982). Thu Policy Paper
 
points out that in the past foreign assisted projects in many
 
countries were not successful in the long run because although the
 
projects provided the capital, the host country was eventually left
 
to shoulder the heavy burden of recurrent costs necessary to
 
maintain the activity. In the past in the Philippines, AID has
 
paid for certain recurrent costs in AID-assisted health projects
 
with a phased plan for the GOP assuming those costs over the life
 
of the project. It is increasingly evident, however, that
 
government, on its own, will riever have adequate resources to
 
finance the recurrent costs of a primary health care system which
 
provides high-quality services to all communities in the country.
 

The PHC Financing Project represents the GOP's and AID's
 

recognition of the need to find alternate financing mechanisms for
 
primary health care. The concept of shifting responsibility for
 
the managing and financing of health services from central
 
government to the communities is consistent with the GOP's (and
 
WHO's) definition of primary health care. The project provides for
 
studies which will help policy makers make informed decisions about
 
what kinds of investments the GOP needs to make and what kinds of
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expenditures should be the responsibility of the private sector -r
 
individual citizens. Testing financing schemes will demonstrate
 
how rural communities can generate the resources necessary to
 
handle the recurrent costs of primary health care and reduce their
 
dependence on government. The results of this Philippine
 
experimentation in community financing of primary health care
 
should be valuable not only to planners in this country but also to
 
those in neighboring countries who are facing similar financing
 
problems.
 

E. Health Assistance Policy
 

Every element of the PHC Financing Project is consistent with the
 
emphasis in AID's new health policy as described in the Health
 
Assistance Policy Paper (Dec. 82). The basic objective of AID's
 
health programs is to assist developing countries in becoming
 
self-sufficient in providing broad access to cost-effective
 
preventive and curative services. Improving the effectiveness of
 
health programs and promoting self-financing of those programs are
 
stated to be important strategies for achieving the overall
 
objective. The PHC Financing Project employs both strategies.
 
Health services research and special studies have been designed to
 
find out how to make current government health programs more
 
cost-effective and how to make public and private sector resources
 
complement each other to achieve improvements in health status.
 
Based on the results of these studies, current GOP programs will be
 
strengthened and improved to make them more cost-effective than
 
they currently are. These improvements will be made in the four
 
major areas of primary health care described earlier in the paper.
 
In addition a major theme of the project is to explore
 
self-financing for health programs as is obvious from the title.
 

F. Women in Development
 

In the health field Filipino women traditionally have been active
 
participants. Not only are they career professionals,
 
para-professionals, and traditional practitioners but they are also
 
policymakers. This is due in part to the high literacy rate of
 
women. The literacy rate in the Philippines is 90% and it is
 
significant that the sex difference is minimal.
 

Both females and males of all ages and bocial status within the
 
rural communities will have the opportunity to benefit from
 
financing schemes developed under this project. A basic assumption
 
is that women, infants, and young children will be primary
 
beneficiaries of all the service delivery schemes developed and
 
tested under the project and that eventually evolve from it.
 
Infants and pre-schoolers, in particular will benefit from
 
immunizations, oral rehydration therapy, and nutritional advice
 
given to their mothers. Women will receive specific benefit from
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services such as pre-natal care, post-natal care and family
 
planning.
 

Women in the rural communities will be actively involved in the
 
development and design of financing schemes. Since women will be
 
the major beneficiaries of the service, they have a stake in the
 
outcome of the schemes, how they will be designed, and the cost.
 
It is generally accepted tliat women in Philippine society either
 
have control or at a minimum, have equal responsibility with their
 
husbands on how income and resources are spent.
 

In this project several research studies will be undertaken that
 
will provide GOP planners and policy makers with the information
 
they need for refining the service delivery component of this
 
project and the current MOH service delivery program. These
 
studies and the implementation of the findings will imp,.,ct directly
 
on women as service providers. Specifically these women are the
 
BHWs, midwives and most of the Botica sa Barangay owners. They
 
will receive managerial and technical assistance, and training; and
 
therefore it is expected that their roles as serviu pioviders wil_
 
be enhanced.
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VI. IMPLEMENTATION PLAN 

A. Administrative Arrangements and Analysis
 

A Project Advisory Group, to be chaired by the Ministerof Health
 
and composed of senior representatives from OBM, NEDA, PCHRD,
 
Finance and other agencies, will provide major policy direction in
 
the implementation of the project. Both the Policy Committee and
 
the Technical Working Group which functioned as the key design
 
units for this project will be transformed into the Advisory Group
 
which will be active throughout the project implementation.
 

The Ministry of Health will have overall responsibility for project
 
implementation, with the Minister of Health acting as ex-officio
 
Project Director. The Primary Health Care (PHC) Unit within the
 
Office of the Minister will serve as th p.Luju.L ,and,i,,enL office 
and will perform the required management functions for project
 
implementation. The Chief of the PHC Unit will act as the Project
 
Manager who will oversee project operations on a day to da> basis.
 

Although the MOH is the lead implementing agency, its direct
 
implementation responsibilities will be concentrated on the service
 
delivery support component of the project, which includes the
 
following activities: Botica sa Barangay, BHW and Midwife training
 
programs, IEC and PHC commodity support. Field implementation of
 
the service delivery support component will be undertaken by the
 
field units of MOH, i.e., the Regional Health Offices, Provincial
 
Health Offices and Rural Health Units. MOH central support units
 
such as the Bureau of Quarantine, the Office of Health Education
 
and Personnel Training and the PHC Unit will also have direct
 
implementation activities, within the context of their major role
 
of providing the necessary support to the field units. All of the
 
MOH offices mentioned, both field and central, are existing and
 
functional.
 

The implementation of the special studies and testing of financing
 
schemes components of this project will be managed by the
 
Philippine Council for Health Research and Development (PC[*D) on
 
behalf of MOH. PCHRD is a government body created by Executive
 
Order which operates under the auspices of the National Science and
 
Technology Authority (NSTA). Its mandate Is to formulate and
 
coordinate the implementation of a national health research and
 
development program, with the purpose of establishing firm linkages
 
between R&D activities and service programs. (Annex ) provides a
 
more complete description of the PC-*D organization).
 

MOH and PC-RfD will enter Into a special memtorandum of agrcement, 
which will stipulate the latter's responsibilities and 
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organizational relationship with MOH. The Research Management and
 
Development Department (RMDD) of PCHRD has been identifhpd to serve
 
as the project management unit for the components that will be
 
managed by PCHRD, with the RMDD Technical Director serving as the
 
project manager. The RMDD is already existing and functional.
 

Following is a listing of Lhe ibasic implemenLLation responsibilities 

of the participating organizations:
 

1. 	Project Advisory Group
 

a. 	Provides guidance on implementation policy matters.
 

b. 	Reviews and recomends approval of the terms of reference
 
for the special studies.
 

c. 	Reviews and recommends approval of the criteria and
 
procedures to be followed In the solicitation, review and
 
approval of proposals for testing financing schemes.
 

d. 	Reviews and recomnends approval of the Implementation plans
 
for the service delivery support activities.
 

e. 	Undertakes periodic review and assessment of the pace and
 
quality of project implementation.
 

2. 	Ministry of Health
 

Project Director/Primary Health Care Unit
 

a. Provides overall direction of project Implementation
 
activities and insures that targets are accomplished witnin
 
set 	timetables.
 

b. 	Effects the procurement of supplies, equli.,,ent, services 
and other coturioditier needed for project lit plu,:tiutat ion. 

C. 	Participates in the foizi;ulatlon of tlhr- teri:.; of' r,:fi rence 
for the ,pecial studles. 

C1. 	Participate-. in tLh pr:parlonr o'rthu. cr1iel'Iais fot 
procedure../ to be followed Ini tht, ).ollct-it, ioti, It-viltw 00 

approval of propo',il,; for t,,.tlfi( (If lhr, q '.I I 'i,,mt.-. 

e. As:ru e5 rc .,)O li ty for thit: iit f- ( fi, O(O" ll1t.ed 
!mplencntat 1Of) L)l, I tlm , -!It 1 wCly 1'.lJppultt I of I '.l: V 


OctiviLties;.
 

t. 	 Prepare;; dmll .obmitI L:e.a ftrioc:liil andtatn r r t finica:l, 
progress Ltpor it as. cillt.( for Inte 1111p lt-,itit i(i plia 
and flrojvct Ailreinirint. 
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g. 	Prepares and submits to OBM requests for budgetary
 
appropriations needed,for project implementation.
 

OHEPT (Office of Health Education and Personnel Training)
 

a. 	Provides technical support in the planning and
 
Implementation of the IEC sub-component of the project.
 

b. 	Provides technical support in the formulation of the terms
 
of reference for the BHW and midwife performance study and
 
in the planning and implementation of activities to improve
 
BHW and midwife preformance.
 

Bureau of Quarantine - designs and implements the special IEC
 
program for interisland ships.
 

Regional Health Offices - participate in the planning and
 
undertake the implementation of service Jdclvcry spport
 
activities in targeted regions, provinces, municipalities and
 
barangays and the preparation and submission of required
 
project monitoring reports.
 

3. 	PCHRD
 

a. 	Assumes responsibility for the preparation of the terms of
 
reference for the special studies and the criteria and
 
detailed procedures for soliciting, review and approval of
 
proposals to test financing schemes.
 

b. 	Solicits and reviews technical and cost proposals and
 
awards contracts for the special studies.
 

c. 	Solicits, rpvlews and awards proposals for the testing of
 
financing schemes.
 

d. 	Provides technical assistance in the preparation of
 
proposals of financing schemes and during the actual
 
testing such as the conduct of feasibility studies,
 
designing management systems for financing schemes,
 
evaluation of schemes, etc.
 

e. 	Designs and implements a monitoring system to keep track of
 
ongoing studies and financing schemes.
 

f. Effects the procurement of equipment, supplies, services
 
and other commodities that may be required to implement the
 
special studies and testing of financing schemes components
 
of the project.
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g. 	Prepares and submits to OBM requests for budgetary
 
appropriations for funds needed to implement the components
 
of the project for which it is responsible.
 

h. Prepares and submits technical, financial and progress
 

reports as called for in the implementation plan and
 
Project Agreement.
 

4. 	NEDA
 

a. 	Is the official GOP agency responsible for all project
 
documentation involving USAID and the GOP.
 

b. 	Participates in the Project Advisory Group.
 

5. 	 OBM 

a. 	Participates in the Project Advisory Group.
 

b. 	Insures that budget allocations are requested on time and
 
that project-related funding problems and financing policy
 
issues receive priority attention.
 

6. 	USAID
 

a. 	Provides funding as specified in Project Agreement.
 

b. 	Monitors project operations to insure that project
 
implementation is in accordance with the terms and
 
conditions of the Project Agreement.
 

c. 	 Provides assistance in the procurement of goods and 
services as needed and requested by the implementing units. 

d. 	Performs the necessary evaluation and audit as called for
 
in the Project Agreement.
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PHCF PROJECT ORGANIZATION
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Although PHCF is a complex project conceptually, its management
 
systems are simple and feasible largely because of the division of
 
responsibility between the two major agencies involved in project
 
implementation. The MOH, as the lead implementing agency, will
 
concentrate on managing the larger component of the project which
 
is the service delivery component. The project does not require
 
any restructuring of the existing management units within the MOH
 
but simply provides them with means for strengthening and refining
 
functions they are already performing. Furthermore, the special
 
studies will look into managerial weaknesses of the service
 
delivery system. The strengthening of the specific management
 
areas identified as weak will form part of the implementation plan
 
and have been included in the funding for each of the service
 
delivery support activities.
 

The implementation of the special studies and testing of financing
 
schemes, which constitute the smaller but more complnx portion of
 
this project, will be managed by PCHRD. Becouse of its mandate,
 
PCHRD is the natural institution to carry out the special studies
 
and testing of financing schemes components of PHCF. These are R&D
 
activities designed to strengthen and find more cost-effective ways
 
of implementing the national PHC program and to explore viable
 
mechanisms to increase the availability and utilization of PHC
 
services on a sustained basis. PCHRD has a proven track record of
 
administering health research grants and is staffed by leading
 
luminaries in the area of health research. A major rationale for
 
the creation of PCHRD was the establishment of a mechanism by which
 
R&D findings in the area of health could be applied to policy and
 
program changes. It has a collaborative rather than a competitive
 
relationship with MOH.
 

There is adequate assurance that the collaborative relationship
 
will function as envisioned. Since 1978, the World Health
 
Organization has been encouraging ministries of health to
 
collaborate with allied institutions to service their R&D
 
requirements. Most ministries of health are organized around their
 
main function of service delivery and find it more efficient to use
 
external institutions to manage their research needs. The research
 
agenda in this project was developed by the MOH staff and therefore
 
the outcome of the research will be most useful to them. PCHRD
 
serves as MOH's implementing arm, providing technical quality
 
control and management of the research process.
 

As stated earlier, PCHRD will not actually perform the research
 
itself. The research will all be contracted to qualified
 
Individuals and institutions. There is no shortage of qualified
 
institutions in the Manila area which have the capability to
 
undertake the research planned for this project. Whenever
 
possible, PCHRD will make an effort to involve institutions in
 
other regions of the country because it is part of its mandate to
 
strengthen research capabilities outside of the Manila area.
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In performing its functions of establishing research priorities and
 
reviewing and approving research proposals, PCHRD works through a
 
three-level multisectoral committee system. The first level is the
 
Technical Committee on which the MOH is represented by the National
 
PHC Coordinator. The intermediate level committee is the Program
 
Planning Review Board whereon sits the Chief of the MOH Planning
 
Service. Finally, at the Governing Council of PCHRD, the MOH is
 
represented by its Deputy Minister. The system is an excellent
 
example of academicians, government personnel and private agencies
 
working collaboratively to find answers to questions which are
 
needed by health planners and project administrators.
 

The presence of an AID Mission in the Philippines provides
 
additional assurance that project management problems will be
 
minimized. An AID project officer, assigned specifically to this
 
project, will monitor constantly the pace and quality of
 
implementation and will provide assistance in anticipating
 
potential implementation oroblems and bringing these to the
 
attention of project implementors.
 

B. Detailed Implementation Schedule
 

Before project implementation begins, USAID will fund a workshop to
 
develop a detailed implementation plan for the project. The
 
workshop will be attended by personnel from MOH, PCHRD, NEDA, OBM
 
and USAID. At the same workshop, the management plan for the IEC
 
activities to be implemented by the MOH will be developed. This
 
management plan will form the basis of the first reimbursement
 
agreement to be signed by USAID and NEDA. The implementation plan
 
will be submitted to USAID for concurrence as it is one of the
 
conditions precedent to disbursement. When all conditions
 
precedent have been met, project activity can officially begin.
 

After the project units are organized and the implementation
 
systems and procedures agreed upon, MOH, PCHRD and USAID will
 
formulate the detailed terms of reference for the special studies
 
component of the project. The studies on the BHW program, Botica
 
Sa Barangay and midwife performance will be given immediate
 
priority because the detailed planning and implementation of the
 
service delivery support component of this project (with the
 
exception of IEC) will be guided by the initial findings of these
 
studies. PCHRD has a well-established mechanism for soliciting
 
proposals for research topics, reviewing them and awarding grants.
 
The Program Planning Review Board, an interagency group, is
 
responsible for reviewing projects technically (or arranging for an
 
external peer review for proposals outside of their technical
 
expertise) before final approval is granted by the PCHRD Governing
 
Council. Studies in this project will undergo the same review
 
process. (See Annex D) The first set of special studies is
 
expected to begin in January of 1984 and be completed by August,
 
1984. The second set of studies will begin in September, 1984.
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Workshops will be convened to discuss the findings of the first set
 
of studies which affect the service delivery component of the
 
project and implementation procedures for each service delivery
 
activity will be developed. These implementation plans will then
 
form the basis for the reimbursement agreement to be signed between
 
USAID and NEDA.
 

The service delivery activities, i.e., the BHW and Midwife
 
Programs, the Commodity Support and the Botica sa Barangay Program,
 
will begin by October of 1984 after the 1984 Supplemental
 
Appropriation is released. The implementation of the IEC component
 
can also commence any time after the appropriation becomes
 
available. The sequence of activities in implementing the service
 
delivery component will be influenced by the findings of the
 
studies. In general, however, the kinds of activities will be as
 
follows:
 

Botica sa Barangay
 

- consultants hired
 
- drug formularies developed
 
- training sessions for botica owners planned
 
- Regional Health Directors briefed
 
- planning activities started in priority regions (as recommended
 

in studies)
 
- training sessions in each province conducted
 
- start-up commodities purchased and distributed to regional
 

offices
 

BHW/Midwife Program
 

- development work on new training protocols for BHWs and
 
in-service training for midwives
 

- printing of training protocols for the 12 regions
 
- supervision and logistical support procedural manuals
 

developed, reproduced and distributed
 
- nurse supervisor training organizeo
 
- regional workshops organi ad to discuss 8HW selection,
 

compensation and support topics
 
- supervision and assessment teams organized to monitor
 

implementation
 

PHC Commodities
 

- standard kit contents list developed and distributed 
- commodities ordered 
- kits distributed to regional offices 
- methods for ensuring community resupply of commodities 

developed and guidelines distributed
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IEC 

Bureau of Quarantine contracts awarded for the production of 
PHC f~lms for interisland ships 

- films tested and evaluated 
- IEC equipment ordered 
- IEC Unit (within OHEPT) develops the content of PHC materials 

to be contracted out for professional development 
Regional Health Training Centers submit plans and budgets for 
the development of written, radio and film campaign for PHC 

- messages are developed, reproduced and distributed 
- effectiveness assessed 

A total of approximately 24 grants will be awarded for the testing
 
of PHC financing schemes. PCHRD will advertise the grants program
 
through a brochure which will provide the details on how to submit
 
proposals, the criteria for selecting the financing schemes, the
 
financial accountability requirements and so on. An institution
 
will be selected to evaluate the schemes. (see p. 77) The
 
detailed procedures will be agreed upon in advance by PCHRD, MOH
 
and USAID. PCHRD staff will then travel to sites where financing
 
schemes could be initiated to talk about the program and encourage
 
institutions to submit proposals. Consultants, hired by PCHRD,
 
will provide assistance in developing financing scheme proposals
 
and in conducting feasibility studies. When proposals are
 
received, they will be reviewed by PCHRD's Health Service Technical
 
Committee composed of economists, social scientists and public
 
health specialists to ensure their economic, social and technical
 
viability. After necessary revisions are negotiated, the first set
 
of four schemes will be ready for funding in September, 1984. The
 
process is then repeated.
 

USAID will not be involved in the review and selection of each of
 
the studies or financing scheme proposals. USAID's participation
 
will be limited to helping plan the terms of reference for the
 
studies and the selection criteria and procedures for awarding
 
financing scheme grants.
 

The 24 PHC financing grants will be awarded in four batches. The
 
first batch of four grants will be awarded in September of 1984;
 
the succeeding batches will be awarded at 6-month intervals. Each
 
of the schemes to be tested will have its own evaluation plan,
 
which'will be undertaken towards the end of the testing period. In
 
January of 1986, a workshop will be organized to which members of 
other Asean countries will be invited to discuss the results of 
initidl experimentation with financing schemes 3nd the findings of 
the health sector financing study. 

The first overall project evaluation will be conducted around July,
 
1985, or after an elapsed opeiational time of two years. Final
 
project evaluation will be completed in November of 1988. The
 
findings of the evaluation and the whole project experience will be
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discussed at a national workshop which will be convened towards the
 
end of the project. Based on the project's experience, the
 
workshop will formulate policy recommendations to further
 
strengthen the country's PHC program.
 

The following is a flow chart of project activities with more
 
detail presented for the first 18 months of the project.
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GENERAL FLOW CHART FOR PRIIARY HEALTH CARE PROJECT
 

CHART A
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PRIMARY HEALTH CARE FINANCING 
FLOW CHART FOR SPECIAL STUDIES & SERVICE DELIVERY COMPONENTS 

CHART B 
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PRIMARY HEALTH CARE FINANCING
 

FLOW CHAT FOR TESTING OF FINANCIAL SCHEMES
 

CHART C
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C. 	Financial Plan and Analysis
 

i. 	AID Project Budget
 

AID will be contributing over the life of the project a total
 
of $12.0 million, of which $2.0 will be in grant funds and
 
$10.0 will be in loan funds. Scheduled for obligation during
 
fiscal year 1983 is $9.800 million (all of tha grant money and
 
$7.800 of loan); the rest of the AID input, $2.200 million
 
loan, is planned to be obligated in fiscal year 1984. A 10%
 
inflation factor and contingency costs have been built into the
 
costing of each project element.
 

The major project components and their estimated costs to AID
 
are:
 

Percent of AID
 
Project Cost
 

1. Financing Schemes $3,000,000 (25.0%) 

a. Institutional grants 2,550,000 
b. Administrative Costs 450,000 

2. 	Special Studies 1,150,000 (9.6%)
 

3. 	Service Delivery 7,500,000 (62.5%)
 

a. 	Botica sa Barangay 2,000,000
 
(Village Pharmacies)
 

b. 	Barangay Health Workers/
 
Midwife Programs 1,600,000
 

c. 	PHC commodities 2,600,000
 
d. 	Information/Education/
 

Communication (IEC) 1,300,000
 

4. 	Other Support Costs 300,000 (2.5%)
 

5. 	Evaluation Costs 50,000 (0 4%)
 

Project Total 	 $12,000,000 (100.0%)
 

2. 	Government of the Philippines (GOP) Contribution
 

The GOP is contributing a total counterpart of $10.9 million to
 
the project from two sources: the Ministry of Health and the
 
Philippine Council for Health Research and Development of the
 
National Science and Technology Authority. This contribution
 
amounts to 47.6% of the project's total budget, more than
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satisfying the statutory requirements for counterpart share.
 
The GOP funds will cover expenditures for recurrent costs
 
(salaries, travel, operating expenses) to oversee the pilot
 
testing of the health care financing schemes and conduct of the
 
special studies, as well as the implementation of the service
 
delivery activities. Financing of the latter will be from
 
Ministry of Health funds, a combination of in-kind and direct
 
budgetary contributions to cover personnel, facilities,
 
training, commodity procurement and other operational costs.
 
Direct budgetary contributions to the PHCF project from both
 
PCHRD and MOH in the form of new GOP appropriations are
 
estimated to be $2.550 million.
 

The GOP Contribution is budgeted as follows:
 

Percent of GOP 
Project Cost 

1. Financing Schemes, 
Technical Assistance and 
Administrative Costs 

$ 532,000 (4.9%) 

2. Special Studies, 168,000 (1.5%) 

Administrative Costs 

3. Service Delivery 10,200,000 (93.6%) 

a. Botica sa Barangay 
Program 

b. BHW/Midwife Programs 
c. PHC Commodities 
d. IEC 

1,000,000 
3,000,000 
1,200,000 
5,000,000 

$10,900,000 (100.0%) 

The financial tables found in Annex E present in detail the
 
scheduling of inputs to the project from AID and COP by project
 
component, as well as estimates of annual expenditures.
 

3. Financial Management of the Project
 

The Technical and Economic Analysis Sections of the project 
paper describe its innovative aspects, its umphasis nn 
research, experimentation, and institutional capacity 
building. The financial management methods, however, will 
follow normal funding procedures employed by the COP and the 
USAID. In general, all loan and grant funded foreign exchange 
costs will be financed through either diiect or bank letters of 
commitment issued to suppliers or direct payment under direct 
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or host country contracts for technical services. Local costs,
 
on the other hand, will be financed primarily through direct
 
reimbursements and/or reimbursement agreements. In exceptional
 
cases, USAID direct local currency payments to local suppliers
 
will be used.
 

The timely influx of adequate funds is crucial to successful
 
project implementation as it is imperative that project
 
activities be synchronized and that all parties to this project
 
understand both GOP and AID budget processes and mechanisms.
 
The MOH and PCHRD have trained financial management staffs who
 
have experience with foreign donor-assisted projects and are
 
knowledgeable of the concomitant budgetary requirements and
 
procedures. Furthermore, it is expected that the OBM
 
representative on the Project Advisory Group will ensure the
 
timely submission of necessary budgetary documents.
 

Since the Project Agreement is expected to be signed in July
 
1983, long after the 1984 GOP budget has oeen rinalized,
 
initial GOP funding for this project can only be expected In
 
mid-1984 through a supplemental appropriation from the Foreign
 
Assisted Projects Support Fund or Lump-Sum fund. Accordingly,
 
the financial plan has been designed so that the initial
 
financing scheme activities and special studies, which
 
determine the projects service dellve / component, will be
 
grant funded with all payments to be mdde directly by AID.
 
Such payment to nongovernmental Institutions are classified as
 
grants-in-aid and do not require a GOP appropriation.
 

PCHiD has the capacity to manage its responsibilities in the 
project without hiring any additional staff. However, the 
project will fund the use of a variety of consultants and will 
fund meetings and workshops and other operating expenses. Due 
to its role as the primary health research dnd development 
agency of the GOP, PCnD hms a unique ficuciary 
responsibility. It is authorized to hold all Incomot, grants 
and requests-in-trust in a revolving fund to be utilized for 
research and development. because this fund does nut have to 
be returned to the general treasury very year, PCIU) will be 
able to provide the counterpart and sueu 1iinUs rc:quiid tL 
administer the grant-funded activities In titi intlaiil year. 

The financial resources for each CUomponent or ttc Prujct will 
be managed In the followinq manner. 

a. 	 S2eclal Studies. Once MUll and PCLt Niave appiuvv:d the 
r"nal desi (g oT each study, the Rt:.seiach iMnigetti:ent ird 
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Development Department of PCHRD will execute a contract
 
between PCHRO and the organization chosen to conduct each
 
study. Since PCHRD is not expected to have a GOP
 
appropriation to cover the studies in this project at the
 
time implementation begins, if required, USAID will make
 
direct local currency payments to the contractors. This
 
will include, when necessary, the provision of mobilization
 
funds to enable the contrac'tors to begin work immediately
 
upon contiact execution. Profit making firms or
 
organizations will not be eligible for mobilization funds.
 

Each voucher submitted to USAID for reimbursement will be
 
cleared by PCHIRD and a copy provided to the Primary Health
 
Care Unit of the Ministry of Health. Unless otherwise
 
stipulated, vouchers for reimbursement will be submitted to
 
USAID no more frequently than once a quarter.
 

When PCHRD receives a Government of the Philippines
 
appropriation for this project, it will assume
 
responsibility for paying contractors directly and
 
requesting reimbursement from USAID. USAID's disbursement
 
in this instance, of course, will be made to the Treasury
 
of the Philippines. Copies of all financial documents will
 
be routinely sent to the MOH.
 

b. 	Financin Schemes. The detailed description of the process
 
that will be used for contracting the financing schemes has
 
been covered In the implementation plan. Fifty Thousand
 
Dollars for financing schemes in 1983 and $250,000 of the
 
$570,000 available in 1984 for financing schemes are grant
 
funded. Since it is unlikely that PCHRD will receive a GOP
 
appropriation to cover this grant expenditure in 1983 and
 
early 1984, USAID will also make direct payments to the
 
institutions or Individuals that PCHRD will contract with
 
to design financing schemes. The manier in which
 
disbursements will be made and the accounting and reporting
 
procedures are the same as those described for the Special
 
Studies component of the project. When the first batch of
 
financing scheme grants are awarded in September of 1984,
 
PCHRD will nave the GOP appropriation and AID can then
 
reimburse the GOP for expenditures in accordance with
 
normal procedures used in the Phillppines. Given the
 
relative complexity of the financing schemes, PCHRD will be
 
providing as much technical assistance in financial
 
management to implementing agencies as will be needed to
 
ensure proper management of' these resources.
 

With regard to the administrative costs associated with
 
PCHRD's management of both the Special Studies and the
 
Financing Schemes components of the project, USAID will
 



reimburse the GOP for costs agreed upon in each annual
 
implementation plan. At this stage in the project design,
 
it does not seem necessary that PCHRD will need
 
mobilization resources to initiate management of these
 
components. However, as long as the resources that are
 
needed for this purpose are grant funds, USAID stands ready
 
to release funds directly to contractors in order to begin
 
timely implementation of the project. PCHRD will provide
 
quarterly expenditure and project status reports to MOH and
 
to USAID on these two components of the project.
 

c. 	Service Delivery. Since USAID's share of the service
 
delivery component of the project is entirely
 
loan-financed, Philippine Government financial regulations
 
which govern the release and reimbursement of foreign donor
 
loan resources will be strictly followed. USAID will not
 
be able to release any loan funds unless these funds are
 
covered by appropriations from the National Assembly.
 
Therefore, unlike the arrangements planned for the Special
 
Studies and early Financing Scheme activities, USAID will
 
be unable to make "bridge" financing available for Service
 
Delivery.
 

Therefore, the sequence of actions needed to finance the
 
four service delivery activities will be in conformity with
 
these Government procedures. Once MOH and USAID agree on
 
the details of the implementation plan for the four service
 
delivery activities through a PIL, a reimbursement
 
agreement will be drawn up in which disbursement
 
arrangements fitting each service delivery activity will be
 
agreed to. The MOH will initiate the financing of each
 
service delivery activity using GOP appropriations for this
 
purpose. USAID will reimburse MOH for expenditures based
 
on MOH's submission of expenditure reports at agreed-upon
 
intervals. For instance, the Botica sa Barangay program
 
may require quarterly reimbursements since it will be an
 
activity with a variety of different and specific actions
 
taking place over a long period of time. On the other
 
hand, PHC commodities should be reimbursed under one
 
voucher since all commodities will probably be procured
 
locally at one time. The point here is that the MOH and
 
USAID will work out the most efficient disbursement and
 
reimbursement plan for each of the service delivery
 
activities.
 

Most of USAID's resources for this project will involve
 
local costs financing. O/PHN has a wealth of experience in
 
administering and controlling resources for local cost.
 
financing of population, health and nutrition services of
 
the type that will be financed under this project. There
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is a well-defined mechanism for reviewing and certifying
 
vouchers in O/PHN and in the Mission's Controller's
 
Office. In addition, the Mission has begun the process of
 
using our computer facilities in broader ways to manage
 
project-related financial data. It is expected that an
 
appropriate computer program will be designed to track the
 
financial management of this project.
 

0. Commodity Procurement Plan
 

1. Responsible Agency
 

The MOH will be ultimately responsible for all procurement
 
actions for the project. However, because of their limited
 
amount and value, it is envisioned that a U. S. Procurement
 
Services Agency (PSA) will be utilized to purchase off-shore
 
commodity inputs on behalf of MOH under a PIO/C issued by
 
USAID. Payment for off-shore commodities will be made in
 
accordance with AID regulations and practices. The agent will
 
be selected by MOH in accordance with AID regulations and good
 
commercial practices.
 

The bulk of the commodities to be purchased under AID financing
 
are shelf-item purchases of small value. The MOH and the PCHRD
 
will be responsible for the purchase of such items as they are
 
needed for their respective project components.
 

2. Method of Procurement
 

All procurements will be accomplished in accordance with AID
 
regulations and good commercial practices. Procurement will
 
take place according to the schedule presented in Section H for
 
off-shore procurement. Local shelf-item purchases of small
 
value items may be made by MOH and PCHRD in accordance with
 
local cost financing regulations contained in HB IB,Chapter 18.
 

3. Waivers
 

No commodity procurement waivers are anticipated for project
 
purchases at ti1is time.
 

4. Source/Origin of Procurements
 

The authorized source/origin of commodities for this project is
 
AID Geographic Code 941 except that indigenous goods and free
 
world shelf-items may be purchased per HB 1B, Chapter 18.
 

5. Delivery
 

Delivery for commodities procured off-shore will be arranged by
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the PSA. MOH will be responsible for port clearances.
 
Receiving reports on all equipment will be furnished by MOH to
 
USAID.
 

6. Markings
 

Commodities procured off-shore by the PSA will be marked with
 
AID hand-clasp emblems by the suppliers/manufacturers. Locally
 
procured items will be marked with like emblems which USAID
 
Logistics Division will supply.
 

7. Pharmaceuticals
 

Any pharmaceuticals to be purchased under the project will be
 
in keeping with AID Handbooks 1B and 15. They will be limited
 
to those pharmaceuticals which are approved by the U.S. and GOP
 
FDAs and determined safe, efficacious and not in violation of
 
U.S. patents.
 

8. Procurement Schedule
 

a. Shelf-items
 

During the first year of implementation, MOH and PCHRD will
 
develop a life-of-project list of small-value shelf items
 
to be procured. This list will be subject to change if and
 
when necessary. PHC commodities will all be purchased in
 
the Philippines and will be ordered in October of 1984 so
 
they will be available for distribution in the country by
 
January, 1985. Commodities will include items such as:
 
scissors, forceps, thermometers, Oresol (locally produced
 
oral rehydration packets), vitamin tablets, bandages,
 
alcohol, cotton, band aids, plaster.
 

b. Off-shore procurement
 

IEC equipment to be purchased overseas will be ordered as
 
soon as the 1984 supplemental appiopriation is received.
 
These items will include projectors, film, and other
 
audio-visual equipment.
 



- 54 -


VIl. PROJECT-SPECIFIC ANALYSES
 

A. Technical Analysis
 

The focus of this analysis will be on the technical rationale for
 

choosing each of the three project components, the reasons the
 
inputs are phased as they are and the methods by which the
 
knowledge acquired in the project will be documented. An important
 
general point should be made, though, in advance of a more detailed
 
discussion of the project components. Because of the innovative
 
aspects of this project and because of its potential for policy
 
reform in the health field, the project calls for a continuous
 
'design' process during implementation rather than a rigid,
 
predetermined cookbook approach to implementation. Much of the
 
work on the financing schemes will be experimental and therefore
 
fairly risky. Certain problems have been anticipated and
 

preproject investigations have been undertaken to minimize the
 
risk. However, the design has allowed for flexibility in
 
responding to problems which may be difficult to anticipate. The
 

other reason for the design flexibility relates to the need to
 

match the specific service delivery inputs to the outcome of the
 

research. These aspects of the design are described in more detail
 
below.
 

1. Financing Schemes
 

The rationale for testing various health care financing schemes
 
has been discussed both in the Mission's population, health and 
nutrition strategy (Annex B) and earlier in this paper. 
High-quality, essential PHC services can only be sustained at 
the community level if the beneficiaries themselves assume a 
much greater role in managing the programs and in paying for 
the recurrent costs of the services. 

While many private and government health projects in the
 
Philippines have relied on community contributions of one kind
 
or another, there have been relatively few attempts to
 
institutionalize community financing mechanisms. Studies
 
conducted in the Philippines within the last few years suggest
 
that people are both willing and able to participate
 
financially in health care activities. Several of those
 
studies provide some background on such questions as: What
 
kinds of practitioners do people seek out for various kinds of
 
care? What influence do factors such as the cash costs of the
 
service and the time and transportation costs have on the
 
choice of practitioners? What kinds of services are people
 
apparently willing to pay for? How much does economic status
 
affect people's choice of practitioner?
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Dr. Barry Popkin and associates5/ reached the following
 
conclusions based on analysis of data collected in the Bicol
 
region. (a) The costs associated with medical care
 
consumption are not important predictors of where treatment is
 
sought. Consumers show little sensitivity to either cash or
 
time costs for adult outpatient, child outpatient, prenatal,
 
delivery, well-baby and infant immunization care. (b) The
 
seriousness of the illness for outpatient care was the most
 
important predictor of where care is sought. Seriously ill
 
patients preferred private modern doctors. (c) For maternal
 
and child care, the most important explanatory variables were
 
the mother's education, urban residence, and a measure of the
 
mothers time constraints. The authors conclude that policies
 
which attempt to reach the rural poor through the provision of
 
free rural clinics were not achieving their goal. For MCH
 
services, the wealthier 40% of their sample used the free
 
services much more than the very poor did.
 

Similarly, Dr. Lariosa.6/ of the U.. Tr 'ttut;_f Public 
Health, in a study conducted in northern Luzon, found that
 
people often bypassed free government services in favor of
 
self-treatment or to obtain services from private
 
practitioners. Their preoccupation with the quality of care
 
over the costs can clearly be seen in this study. Lariosa also
 
found that people were much more likely to seek out curative
 
care than preventive and preferred traditional practitioners
 
for prenatal, delivery, and postnatal care, primarily for
 
accessibility reasons.
 

Both the Popkin and Lariosa studies found that people sought
 
health care from a variety of traditional, private and public
 
practitioners depending on the nature of the illness and the
 
convenience of the service. Expenditures for over-the-counter
 
drugs and for nutritioial items (breast milk substitutes,
 
dietary supplements and vitamin and mineral preparations) were
 
substantial.
 

The findings of these studies suggest several important points 
that should be taken into consideration in designing financing 
schemes. (1) Services offered within schemes should Include 
both curative and preventive ones to be boLh acceptable and 
effective. It seems unlikely thal people would be willing to 
pay for preventive services unless they are Included in a 
prepaid package along with services which are in treater 
demand. (2) People's attention to the quality o services and 
their preference for physicians In the case of serious illness 
suggests that 
system to a I

financing 
hhhlier level 

schemes 
of care 

sh1ould 
for a

Include 
ppropriate 

a good 
cases. 

refereel 
For 

4.Akin, Griffin, Guilkey, I'opkin, 1982. 

;. Lariosa, 1982 
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many schemes, keeping a private physician on a retainer to
 
provide supervision to the paramedical personnel and to act as
 
a referral point for more complicated cases would be
 
desirable. (3) Village pharmacies and public education in
 
areas such as the proper use of essential drugs, oral
 
rehydration therapy, contraceptive use and nutritional
 
supplements should be a key feature in financing schemes as
 
self-treatment is so widely attempted and, according to
 
Lariosa, often ineffectively. (4)The fairly widespread notion
 
that rural people place low priority on health is probably not
 
well-founded. People have been observed to spend considerable
 
amounts of money and travel long distances to obtain health
 
services and commodities that they feel are important or
 
necessary (ranging from life-threatening illness in adults to
 
infant formula purchases for babies). Even very poor people
 
will pay, and do pay, for health services despite a public
 
primary health care delivery system which is "free".
 

Some questions associated with communiiLy tinancing will remain
 
unanswered until financing schemes are systematically tested In
 
the field. The project provides the opportunity to do just
 
that and provides for a maximum amount of the decision-making
 
process about the exact nature of the financial participation
 
to remain with rural residents and their chosen representatives.
 

Annex C illustrates samples of the kind of schemes that will be
 
tested during the course of this project. Proposals to
 
Implement schemes of this nature will be solicited from a
 
variety of organizations and technical assistance will be
 
provided to help the organizations arrive at feasible schemes.
 
There appears to be considerable interest in the field already
 
in developing schemes of this kind. Several organizations
 
have, in fact, already submitted preliminary proposals to
 
private organizations and donor agencies. The Medikong Bayan
 
scheme, summarized in Annex C, involves establishing a simple
 
health maintenance organization through a private corporation.
 
The proposal, if it clears the PCHRD review process, could be
 
funded through this project. Dr. Carl Stevens, a health
 
economist from Reed College, during a consultation in February
 
of 1982, investigated the feasiullity of developing financing
 
schemes with Agricultural Marketing Cooperatives (AMCs). His
 
findings are described in Annex C. Dr. Stevens will be
 
returning In July of 1983 to help develop further financing
 
scheme proposals as part of the pre-implementatlon activities
 
for the project.
 

Some of the organizations have comnpl(ete primary and sometimes 
secondary health systems already In place and are looking for 
Innovative mechanism!; for meeting the recurring costs of 
maintaning the systems. In many cases the organizations are 
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seeking to create the services precisely because existing
 
services are either inadequate or too expensive for the members
 
of the organization. Commercial establishments have long
 
recognized the relationship between productivity and a healthy
 
labor force (in rural enterprises and farming, the labor force
 
includes women with young children and the children
 
themselves). Funding for schemes will include the start-up
 
costs for establishing the services and the administrative
 
systems necessary to ensure the schemes function well. Because
 
the schemes are pilots, they will be closely monitored and
 
evaluated throughout the project period by the PCHRD management
 
group.
 

It should be pointed out that experimenting with financing
 
schemes in this project fits into a continuum of research and
 
experimentation on this subject. Some of the research has been
 
referred to earlier. Operations research to actually test a
 
small set of financing schemes is now underway on Panay island,
 
funded by the PRICOR Project (S&T/Heaitn). Tnu rrj±COR researc,,
 
project will provide the empirical bas!s for determining what
 
kinds of schemes work and why and what impact they have on the
 
beneficiaries. In the end it should be clear to policy makers
 
that schemes can be established anywhere in the country as long
 
as they are modified to conform to the institutional
 
capabilities found in the locale and the health seeking and
 
spending preferences of the people in that area, and are
 
financed in a way that is affordable and sustainable over
 
time. In extremely poor portions of the country, the cost
 
sharing may have to include greater participation from private
 
commercial establishments or local government and in most
 
areas, services may have to be developed incrementally to
 
respond to what people can afford, i.e., starting first with
 
the most essential or the most popular services and gradually
 
including others.
 

2. Policy Analysis and Research
 

At first glance, the areas of research and special studies
 
planned for this project look fairly diverse and seemingly
 
unrelated. The topics, however, were carefully chosen by the
 
Project Design Committee (composed of representatives from the
 
Ministry of Health, the National Economic and Development
 
Authority (NEDA), the Office of Budget and Management and the
 
Presidential Committee on Reorganization.) The areas of
 

research correspond to programs in primary health care where
 
the Ministry of Health is making major investments (or is about
 
to) and to areas where so little reliable data exist that
 
proper planning and policy formulation are difficult. All of
 
the studies relate to the cost-effectiveness and long-term
 
financial viability of the health care system in the country.
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The end result of the research will be information and analysis
 
which should minimize (1) unproductive competition of
 
government services with private providers and duplication of
 
services; and (2)wasteful GOP investments and unproductive
 
program choices.
 

The need to undertake these analyses is illustrated by the
 
choice to include a feasibility study of establishing one or
 
more herbal drug factories in the country. The cost of
 
essential drugs is often prohibitive in the rural areas and
 
often the kinds of drugs stocked by the small private
 
pharmacies are not relevant to the major illnesses found in
 
those areas. Considerable basic research has been conducted on
 
herbal plants and some of these are already processed and
 
packaged on a small scale in two areas of the country. It is
 
hoped that more use of locally available herbal drugs will
 
reduce the cost of producing drugs. Tu date, however, no one
 
has undertaken the kinds of benefit-cost and marketing analyses
 
that will permit sensible decisions to oe made about who should
 
undertake this kind of production; which remedies should be
 
manufactured on a decentralized basis; which drugs (essential
 
drugs) will have to be imported for the foreseeable future;
 
whether it would make more sense simply to improve the
 
procurement and distribution system for generic drugs or just
 
to Improve public education and information on the use of
 
eneric drugs; whether to encourage the use of herbal remedies
 
not requiring exact dosage) grown on a backyard basis; and so
 
on. Undertaking a broad analysis of this subject from the
 
economic viewpoint may avoid costly future mistakes and provide
 
the general directions for more detailed studies in the future.
 

Similarly, there are a set of Ministry of Health programs which
 
may be improved dramatically if subjected to cost-effectiveness
 
analyses. The functions of and support systems for primary
 
health care workers at the barangay level (principally midwives
 
and barangay health workers) could be improved by scrutinizing
 
the costs associated with the current system and comparing them
 
to the actual outcome as they relate to the program
 
objectives. Various systems exist around the country, but few,
 
If any, cost-effectiveness analyses have been performed to
 
determine iich of the systems yields better results for the
 
amount of investment. Because health economists are a rare
 
commodity in government and small private health care
 
institutions, the real costs are often underestimated and the
 
impact of the programs is often assumed to be as planned. In
 
many instances, the analyses can be performed using currently
 
available information and therefore undertaken for reasonable
 
costs. It is to the credit of the Ministry of Health that it
 
recognizes the value of such studies and now is planning the,,
 
even though the means for accomplishing such studies have been
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limited in the past. Ooncomitant with the planning for this
 
project, the MOH has commissioned a WHO consultant to develop a
 
curriculum for the U.P. Institute of Public Health in Manila
 
in health economics at the master's level. Several of the
 
faculty members will soon be undertaking graduate work at the
 
University of Michigan in this area so that these skills will
 
become institutionalized over the long run. The
 
cost-effectiveness research funded by this project will not
 
only provide important information to MOH health planners but
 
will build on the capabilities of institutions like the U.P.
 
IPH to carry out the needed economic research in the future.
 

3. 	Service Delivery Component
 

The project design committee felt strongly that a project of
 
this kind would be incomplete and certainly less attractive to
 
policy makers if it did not include some funding for responding
 
to the findings of the research and experimentation planned in
 
the project. The four areas chosen were carefully selected
 
because they will contribute to the purpose of the project;
 
i.e., they are related directly to improved access to and
 
utilization of selected PHC services and improved financial
 
viability of the health care system. Assistance to the Botica
 
sa Barangay program will help small village stores become
 
commercially viable outlets for essential PHC commodities and
 
basic drugs. Assistance in this area is attractive because it
 
demonstrates the value of government's encouraging and
 
supporting a private sector health service and because village
 
pharmacies have such immediate potential for being a totally
 
"user-financed" service.
 

Along with the studies conducted of the barangay health worker
 
and midwifery programs, the project will provide assistance in
 
improving the elements in these projects found to need
 
strengthening. These areas are expected to be in the training,
 
methods of supervision and support, methods of worker selection
 
and motivational factors which affect worker retention and
 
satisfactory rerformance levels. From the national level, only
 
technical guidance and training protocols are provided. The
 
actual training and management of these programs is the
 
responsibility of the regional MOH.
 

It is anticipated that the studies will reveal the importance
 
of adhering to a competency-based training curriculum which
 
emphasizes skills development and to restricting the number of
 
services offered by primary health workers to certain
 
high-impact, selected interventions. The reasons are:
 

a. 	International experience has demonstrated that primary
 
health care workers often are overloaded and expected to
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perform a set of functions beyond their capabilities, given
 
their limited educational backgrounds. The result is that
 
the quality of their work suffers and the impact of their
 
interventions is minimal. Communities are quick to notice
 
these deficiencies and the workers lose credibility.
 

b. 	Most developing countries cannot afford to maintain a PHC
 
support system which allows for comprehensive health
 
services at the village level. Limited resources dictate
 
placing priority on certain interventions which will have
 
an impact on the most serious health problems first. A
 
more comprehensive set of services can gradually be built
 
onto a strong basic PHC delivery mechanism.
 

c. 	The tendency of many village health worker training
 
programs has been to emphasize acquiring knowledge about
 
disease causation, human physiology, principles of
 
community development and intersectoral coordination and
 
much theoretical information on a variety of topics. While
 
this may be interesting for the worL.r, it dcas not provide
 
her or him with-the specific skills necessary to prevent
 
poor health, deal with illness or avert death. Training
 
therefore must be skill-oriented and must assure that
 
enough time and practice is allowed to ensure real
 
proficiency on each topic.
 

Project funds will be used to improve the training protocols
 
and distribute them in sufficient numbers to the regional and
 
provincial offices. The exact nature and magnitude of the
 
assistance will be determined by the assessments that will be
 
conducted during the research phase. Commodity support for
 
these primary health care workers will also be determined by
 
the studies to be undertaken. Another area of service delivery
 
support included in the project will be assistance to the IEC
 
program of the Ministry of Health. This mass media effort will
 
be directed at educating the public about specific primary
 
health care topics directly related to the selected PHC 
services being strengthened through the project. Topics will 
include the proper use of oral rehydration packets, the need to 
have children immunized on schedule, the use of effective 
contraceptives and the need to plan family size, personal 
hygiene and community sanitation messages, the importance of
 
breastfeeding and growth monitoring, and the proper utilization
 
of essential drugs. The project will fund the equipment and
 
production costs of films, radio messages and written materials
 
such as comic books which can be used throughout the country
 
once the basic messages have been designed.
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4. Documenting the Lessons Learned
 

The ultimate value of the financing schemes beyond the
 
communities which actually participate in them will depend on
 
how well the lessons learned from the experimentation are
 
documented and disseminated. Important lessons are expected to
 
emerge from the process of establishing the schemes, the
 
internal mechanics of operation, the impact of the schemes on
 
health service utilization and, eventually, health status
 
improvements.
 

The baseline data necessary to measure the impact of the
 
schemes on health seeking behavior, health expenditures and
 
service utilization will be collected during the design phase
 
of each scheme. Data necessary to assess the
 
cost-effectiveness of the schemes will also be gathered. In a
 
limited number of larger schemes in the first batch, a few
 
health status indicators will be carefully selected and changes
 
recorded over time (e.g., infant mortality, birth rates,
 
prevalence of 30 malnutrition, diarrheal and ruspi±atury
 
disease-specific mortality). Changes in health status will
 
c,ntinue to be monitored beyond the actual 24-46 month funding
 
period for the individual schemes and will be assessed at the
 
end of the 5 1/2 year total project funding period. Health
 
status data will be collected only in schemes with a sufficient
 
population base to draw meaningful conclusions.
 

Consultants will be used to set up the data collection
 
procedures within each scheme to assess impact on service
 
utilization in all schemes, and health impact in some. The
 
periodic reports required from the organizations implementing
 
the schemes will contain the collected data. The final
 
evaluation of the schemes will present and analyze this
 
information. Evaluations also will analyze the operational
 
problems and replicability potential of each scheme.
 

All of the above information will be synthesized by PCHRD and
 
presented to policy makers at the final project workshop
 
described in the implementation plan (see p. 43). While this
 
project does not fund the wider application of the schemes, the
 
lessons learned and techniques developed will provide the GOP
 
and uther private entities the knowledge and experience base to
 
do so.
 

B. Social Soundness Analysis
 

1. Beneficiaries
 

The beneficiaries of this PHC Financing project are the more
 
than 72,000 rural households that will ultimately receive more
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accessible, hJgher quality health care as a result of the 
experimentation, studies, and testing supported under the
 
project. Women, infants, and young children will benefit the
 
most, since improvements in quality of and access to PHC
 
services are assumed to have major impact in lowering both
 
fertility and infant/child mortality. All members of the
 
household, as well as the community itself, however, will
 
benefit, particularly in regard to the project's emphasis on
 
environmental and preventive health measures. Secondary
 
beneficiaries include the MOH midwives and barangay health
 
workers who will receive improved training and the 10,000
 
botica owners who will be assisted through the project.
 

2. Social Feasibility
 

Two types of activities are supported in this project. Type I
 
examines ways to improve the delivery of basic health
 
services. Type II tests ways in which locEi communities, and
 
other nongovernmental entities can shoulder some of the
 
financial burden of operating and maintaining these health
 
services. Type I studies relate primarily to existing programs
 
and activities (e.g., the MOH midwife, BHW, and Botica sa
 
8arangay programs) that are already known to be socially
 
feasible. These studies are aimed mainly at identifying ways
 
to improve the effectiveness of delivery of and access to
 
health services. Most feasibility issues, thus, relate to Type
 
II studies, namely, community and private-sector financing of
 
basic health services. Feasibility issues related to the
 
latter are the subject of the following discussion.
 

An underlying assumption of this project, and one supported by
 
evidence from several existing programs, is that people will
 
share in the cost of providing health services if those
 
services are perceived by the comnunity as efficacious. A
 
major problem with earlier financing schemes was that the
 
quality and accessibility of health care services were
 
perceived by the beneficiaries to have declined after the
 
inception of the scheme; consequently, the people stopped
 
supporting the programs. It is planned that early studies
 
(Type I) of the effectiveness of health services will allow the
 
Ministry of Health (MOH) to raise the quality level of' puolic
 
health services which will benefit these finaincing schemes. 

One other major project assumption is that for a public health 
care (PHC) financing scheme to be self'-sustainin('g there must be 
maximum beneficiary participation. Ihat It., bi-netielarrles 
themselves must have a say In the type und qua ]lLy of PHL2 
services that will be provided. They nusti b,! Involved'in 
determining the distribution of' and access to :,vivces and the 
cost-sharing arrangements which will .;upporL lhese servirf s. 
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that we pOlan to define more clearlyithrough exprimntaion
stu~dy, and testing.' Fo xmle, it sieems clear that so6me tp 
of management board similarto those in BWP and.RSC will nted 
to be established. to manage the financial s'cheme; "but'lthe exact
struOtureof the board, its size, epresentation compo .' 4. 

J 

____________dutie', and responsibilities all ne.ed"to be c ule~amied7~imilrly~enee ~ -ooW lseYatthe-nat~re-and. 
extent, of, Involvement of the local governmnt (e'.g.', b~arngay ,A
captain,' barengayA'council,'and municipa3$officials)*' 'While-. 
'theL: involvement "and support iscriticalj care mustbe K 
exercised to prevent them from controlling~the projectdToo 
often-in the 'past, so-called participatory projects eventually
became . operated and controlled Aby the local elite, the intended 
beneficiaries lost interest, and Athe projects ultimately failed. 

Finally, participation ofthe private and quasi-government 
sectors needs also to~be explored. For example, large. 
plantations might be encouraged to undertake indigenous health 
care programs ustnq self-financing schemes. Irrigation 
societies, cooperatives, and voluntary organizations might also 
be willing to undertake such schemes.,, Indeeda number of the 
above have previously attmpted.such programs, someof which 
are stillin operation,.others ofwhich have- failed. The 
project will support with small grants the'further efforts of 
these and other organizations to manage PHC financial schemes 
with the objective of designing a model which can be' replicated 
inother areas of the country. 

'A"3. Spread Effects 
.41 

The PHC Financing project design embodies several features to 
facilitate the spread of project benefits beyond the initial 
project areas and to promote the sustainability of PHC 
financing activities after the project has terminated. 'First, 
improved PHC servic, supported by the project will have 
repercussions and consequences far beyond the simple 
establishment,of community means to finance these services. 
Improved curative and preventive health services will result in 
aealthier populace' with increased productivity and a~ 

generally improved well-being. This will in turn 'generate the 
enthusiasm and commitment (if not also Indirectly some of the ''' 

financial support) to continue the financial schemes which 
provide and support these services. 

. . 

' 

' ' 

A second type of spread effect that isanticipated is'the 
interest and desiro of neighboring communities to undertake PHC 
financing schemes on their own once they have observed its ' 

success and benefits in more progressive barangays.' This has' 
been the experience with the USA1D supported RSC and BWP ' 

projects wherein, once an income generating project was seen to ' 

...........A'
...
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be profitable or a water system proved effective, then nearby
 
villagers, who had taken a "wait and see" attitude, were
 
willing to consider a similar undertaking in their community.
 
In this PHC financing project, the first barangays will
 
undoubtedly be the more progressive ones with strong,
 
forward-looking leadership. If these are successful in their
 
PHC activities, then other barangays can be expected to follow
 
their example.
 

A third spread effect that is anticipated is an increase in
 
self-reliance among the target beneficiaries. In the RSC
 
project, where communities are organized to operate and manage
 
small income-generating projects, a recent evaluation found
 
that there was a feeling of independence and control over the
 
local situation that was engendered in the beneficiaries as a
 
result of che project's strong emphasis on community
 
organization and beneficiary participation. Under this PHC
 
financing project, it is anticipated that these beneficiaries
 
will also exhibit greater self-confidence and self-reliance as
 
a result of their participation in tile oryanizatiu, wnich will
 
supervise and finance their local health care system. It is
 
probable also that organizational and managerial skills
 
developed under this PHC findncing project can serve the
 
community in other programs and activities. For example, some
 
of the associations formed under the RSC and BWP were later
 
able to avail themselves of loan money under the government's
 
KKK program to undertake additional development activities. A
 
similar spread effect could result under this PHC financing
 
project.
 

In regard to sustainability, there are several design features
 
of the project that should assure subproject continuation after
 
the project's termination. First, the project places much
 
emphasis on beneficiary participation and has structured the
 
project to achieve maximum involvement of the people in the
 
assessment of their health needs, the planning of services to
 
address their needs, the management of financing schemes to
 
support these PHC services, and the monitoring, assessment, and
 
reporting of the effectiveness of their PHC system. It is now
 
generally recognized by those working in development that
 
people's participation throughout project planning and
 
implementation is a critical factor il thi long-term success
 
and sustainability of development projects. This PHC Financing
 
Project is not expected to be an exception to that premise.
 

Second, through testing, experimentation and studies, the
 
project will explore the possibility of linking PHC financing
 
activities to on-going associations and organizations'which are
 
generating revenue that might effectively be channelled to
 
finance PHC activities. For example, there are more than 150
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income-generating projects under the USAID-assisted RSC
 
project. A number of these are viable enough to finance PHC
 
activities from their revenues. BWP communities are also often
 
generating revenues in excess of their amortization and
 
replacement costs. This surplus revenue could also fund all or
 
part of a community's PHC program. An advantage in linking PHC
 
activities with BWP, RSC, or similar associations is that these
 
local-level organizations are already mobilized and have
 
managerial experience. The organizational and managerial
 
skills that exist in such communities will contribute greatly
 
to the long-term sustainability of PHC financing programs in
 
those communities.
 

Although it would be ideal to join the local PHC system with
 
on-going income-generating activities, this will not always be
 
possible. Where income-generating activities are not already
 
in existence, the project will explore the possibility of
 
linking PHC activities to cooperatives, irrigation societies,
 
church groups, local PVOs, social groups and similar
 
associations. While none of these groups has profit generation
 
as its main objective, they do have organizational and
 
managerial experience that will be useful in developing and
 
operating a PHC system within their community. The possibility
 
will also be explored of harnessing this organizational and
 
managerial skill and directing it toward income-generating
 
activities which could finance partially or fully the PHC
 
program in the community.
 

In barangays where there is no BWP, RSC or similar program, and
 
where there is no strong communitywide organization, such as a
 
cooperative or a women's club, project implementors themselves
 
will have to do some of the community organizing to get the PHC
 
program started. Initially, funding may have to come from
 
household fees, which would generally be adequate enough to
 
start the program. However, once the PHC system is underway,
 
communities will be encouraged to supplement their household
 
fees with revenues from other activities, ranging from
 
income-generating projects specifically planned for financing
 
the PHC program to community bake sales, fairs, and raffles,
 
all of which can help support the program. By encouraging the
 
community to explore these additional revenue sources, the
 
project expects that the quality and coverage of the community
 
PHC services can be increased and that the individual burden of
 
supporting the system can be reduced or kept at modest levels.
 
By casting its net wide in the exploration and testing of
 
various revenue sources to finance the local PHC system, the
 
project increases its chances of discovering a sustainable
 
funClrg mechanism for PHC services.
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4. Impact
 

The PHC services that this project isattempting to improve are
 
oriented toward the rural areas (barangays, small
 
municipalities) and are those most frequently used by
 
households from the lower socio-economic segments of the
 
community. The latter are aenerally those at the highest
 
health risk. Wealthier households usually avail themselves of
 
health services from private practitioners, clinics, and
 
hospitals. The latter households will obviously use the
 
project's services from time to time, particularly for minor
 
ailments and sicknesses, but they can be expected to be the
 
first to move to higher levels within the health care system
 
when their maladies are severe or are not responding rapidly to
 
treatment. In general, then, we do not anticipate that the
 
wealthier elements of the community and the poorer people will
 
be in competition for the project's health services such that
 
the latter would ever be deprived of access to the services.
 

Despite an expected absence of competition for the project's
 
health services, the major question still to be addressed is
 
how provision of and access to PHC services can be equitable
 
when needs and ability to pay for these services vary so
 
greatly in a community? Fortunately, the analogous BWP project
 
offers some insight into the ways communities might answer this
 
question if they have no alternative source of revenue (i.e.,
 
an income-generating project) and must collect fees
 
individually from households. Under the BWP, communities enter
 
into an agreement with the Ministry of Local Government (MLG)
 
wh3reby the MLG extends loan funds to construct a community
 
water system. The community organizes itself for the
 
management and maintenance of the system as well as for
 
collection of fees for the amortization of the BWP loan. The
 
entire community is encouraged by MLG/BWP field staff and
 
community leaders to join the BWP association, ouph of course
 
there are always some families who do not join.SL ees are
 
relatively modest (usually about P15/month/household). The BWP
 
association's management board assesses and collects fees,
 
levies fines for delinquencies, and enforces rules regarding
 
use of the system. Those who do not join the assc,:iation or
 
are unable to pry, however, are not denied access to tho
 
water. With the exception of household connections (where
 
owners pay a higher fee), most BWP sources of water are public
 
standposts from which it would be very difficult to exclude
 
ineligible users. Community and peer pressure is brought to
 
bear on delinquents, nonjoiners and other ineligibles, but
 
ultimately all are permitted access to the water. What appears
 

.Z/Reasons for not joining include possession or access to a private well or
 
a nearby natural source; general reluctance to join associations; lack of
 
time, etc.
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to occur is that the community views itself as a patron and
 
part of its social responsibility (noblesse obli JiTs to care
 
for the more indigent members of the barangay. Helping others
 
in the community is well-supported by Philippine religious and
 
cultural values.
 

Under barangay PHC financing schemes, it is anticipated that a
 
similar situation will evolve if there is no other source of
 
revenue to finance the PHC system. Itwill be the
 
responsibility of the PHC association's management board to
 
ensure that access to the available PHC services is equitable
 
or, at least, that no segment of the community is excluded.
 
Both the poor and the wealthy, if they desire, should be able
 
to use the services when needed. It will also be the
 
responsibility of the community's management board to establish
 
and enforce regulations and procedures that ensure equitable
 
access to the community's PHC services.
 

Inbarangays where income-generating activities can be 
undertaken (either independently or in cuijunctioi, wviL, a,, 
on-going program such as KKK or RSC) and revenue can be used to 
finance part or all of the PHC system, potential problems 
regarding the equitable assessment of financial responsibility 
on individual households and access to the services are greatly 
reduced. The need will continue for a PHC committee or 
management board to oversee the operation of the PHC system and 
guarantee that all community members have access to the 
services. 

C. Economic Analysis
 

The PHC Financing Project's emphasis on research, experimentation,
 
and institutional capacity-building does not permit a traditional
 
cost-benefit analysis to be performed. For most project activities
 
(health caie financing schemes and special studies), final designs
 
will be produced only during implementation; for others (the
 
service delivery), the underlying concept itself will be further
 
developed and enhanced during implementation.
 

Moreover, aside from the normal difficulty of quantifying economic
 
benefits of health-related projects with any degree of accuracy,
 
the paucity of good data on the costs of delivering PHC services
 
does not provide reliable measures to allow comparisons among
 
alternative programs and activities. Until the research component
 
of the project produces trore reliable information on the costs and
 
quantifiable outputs of PHC-related programs, a reasonable
 
cost-benefit analysis will not be possible.
 

Further, the benefits from the PHC Financing Project also include
 
such immeasurables as greater GOP recognition of the need for, and
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the ability to stimulate, greater private-sector participation in
 
PHC programs and consideration of new health care delivery systems
 
suitable to conditions in rural communities. It includes
 
increasing the GOP's capacity to obtain policy-relevant information
 
useful in identifying and improving various approaches to the
 
problem of reallocating resources and establishing schemes that
 
would provide additional local financial support to the PHC
 
program. These nonquantifiable benefits will be as essential as
 
the potentially quantifiable economic benefits obtained through
 
subproject activities.
 

Given the above, the economic analysis of the Project has mainly
 
focused on three aspects of project economic feasibility.
 

- Cost-effectiveness of the overall approach. How does the 
planned approach of Project activities compare with the 
alternative modes that would impact on improving the delivery 
of primary health care in the country? 

- Alternative economic rate of retuin 6na"ysis. Wh#L Wuou. ;t. 
Project have to achieve to yield an economic rate of return 
equivalent to the stated social value of capital? 

- Economic analyses of subprojects. To what extent will the 
approval process for project activities give adequate 
importance to the economic soundness of individual subprojects 
prior to their funding? 

1. Cost-effectiveness of the Overall Approach
 

The selected approach for project implefiientation Is a
 
cost-effective method of enhancing the delivery of and
 
increasing access to PHC programs in the rural areas while
 
encouragibg active participation and self-reliance in health
 
care services among local communities. It will enable the GOP
 
to test a variety of innovative yet simple health fifancing
 
schemes and choose those which are viable, acceptable and
 
replicable in other areas in the country without engaging in a
 
comprehensive but costly national effort. Sufficient
 
information will then be available to the GOP to implement
 
these workable schemes on a wider basis as appropriate.
 

In addition, there are other features in the project design
 
which make the approach more attractive and cost-effective.
 

a. It provides the flexlbJlity to experiment with various
 
types of health Insurance schemes that will differ in size, 
location, organization, and coverage. Wlle some of the 
tested schemes may fail, or at least be less successful
 
than others, the approach Increases the chances of arriving
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at several viable schemes which show potential for
 
long-term financial sustainability and replicability
 
nationwide. It spreads the risks across a number of
 
alternative pilot activities and creates opportunities to
 
learn from earlier attempts in developing
 
community-supported PHC financing schemes.
 

b. 	The emphasis on the use of local community resources as
 
well as those from other private groups to augment the
 
GOP's available resources for health services is designed
 
to encourage greater participation of the private sector in
 
the delivery of the PHC program.
 

C. 	Project activities related to strengthening the GOP's PHC
 
delivery support systems and to policy research include
 
elements directed towards improving the GOP's ability to
 
provide better access for a broader segment of the
 
population to obtain adequate health care services.
 

An alternative epproach to the experime,Lai natut Wd p1U1 
type strategy of the Project is the "standard" mode of 
designing all components and subactivities during a "preproject 
design phase". This would require that the GOP and the USAID 
predesign selected types of health insurance schemes that would 
be implemented on a wide basis with a specific implementation 
schedule. This appioach has several advantages that justify 
its use in many instances: it encourages project designers to 
think rigorously about project costs and outputs; it enables 
important project interactions to be identified during design; 
and it provides a clear standard for project implementation and 
subsequent evaluation. 

On the other hand, these advantages are outweighed by several
 
disadvantages. Community-financed PHC delivery programs are a
 
relatively new area for both the GOP and USAID. The current
 
local experience with health insurance schemes is extremely
 
limited so that it may not be advisable to design a
 
comprehensive program with the information presently
 
availaule. It is then highly desirable for the design of
 
activities to proceed incrementally, enabling the design of
 
other subsequent activities to benefit from the experience
 
gained from earlier ones. 

Furthermore, it Is Important that the r)1opo (!d approach 
emphasize greater participation by tLhe local coitrnnities and 
other private sector groups in the PHC program. Ine 
participation by a nuber of diverse groups requires a 
decentralized approach to both design and Impliementattori. 
Without preselecting which connunitles and private sector 
groups will be Involved In project Implementation, it is not 
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possible to involve them in a design prior to project
 
initiation. Even if they could be identified, the active
 
involvement of an expected large number of local-level groups
 
in a unified design activity would be cumbersome.
 

Finally, the pilot nature of the subactivities makes it
 
impossible to predict at this point which of the schemes will
 
succeed, which will need modification during implementation,
 
and which should be discontinued after the initial trial
 
period. A standard fixed design approach does not provide
 
sufficient flexibility either to change or modify an activity
 
during implementation or to scale it up or down in accordance
 
with its performance. As it is, the proposed approach allows
 
greater flexibility for the project to increase the economic
 
returns of limited project resources. It permits these
 
resources to be redirected to activities with a higher return
 
as more information becomes available on the return of
 
competing alternatives.
 

Another possible alternative approach is for the Project to
 
commit its resources to support the expansion of the existing
 
GOP PHC program rather than invest in experimenting with
 
locally financed community-based PHC activities. This has some
 
advantages: risks normally associated with pilot tests and
 
experiments are minimized; and the organizational and
 
management structures capable of implementing it already exist.
 

However, there are stronger and more valid reasons to pursue
 
experimentations with health financing schemes. As discussed
 
earlier, the cost implications of the GOP's attempting to be
 
sole provider of PHC services to all areas in the country are
 
formidable and unrealistic. Cost of training alone of the
 
320,000 volunteer BHWs (one per 20 households) that the MOH
 
estimates are necessary are substantial, and training costs are
 
just a small fraction of the real costs of supervising and
 
supporting these workers and replacing them when they quit.
 
The actual costs of such programs are often underestimated and
 
frequently the calculation is not even attempted. Further,
 
while the coverage under the on-going health system has
 
significantly increased over the past years, it has been 
heavily dependent on foreign-donor support, including the 
financing of recurrent costs. Continued external assistance 
under such a situation is not cost-effective as it is 
tantamount to a direct resource transfer and will not stimulate 
the explo:atlon of a more cost-effective, cotrounity-based and 
financially .lf-sustaing PIfC delivery system. In fact, if 
the GOP wuie to pay only one 1TW In every rural barangay in 
the COuntry i s;jlary of '10% Of the amouLt received by an MOlI 
nidwife (Vhoo/month), the total recurtrent cost will reach more 
than V175 milliun annually -- a level Lou high In relation to 
the current financial capabilities of the GOP.
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It is indeed in the issue of financing where the Project can
 
provide support to the GOP's health program by helping identify
 
various approaches to the problem of reallocating resources as
 
well as in establishing schemes that would provide additional
 
local financing support for the PHC that will be politically
 
and economically feasible and efficient. As Dr. Paqueo pointed
 
out in his report, 8/ the Project's support for
 
experimentation and for studies on public costs, subsidies,
 
private sector health financing and the efficiency of some of
 
GOP's PHC-related programs will also contribute to enhancing
 
not only the implementation of the PHC program but also the
 
expansion of the current insurance coverage of the population
 
-- both of which are among the major GOP objectives in the
 
health sector as stated in the Five-Year (1983-1987)
 
Development Plan. The current compulsory insurance systems are
 
'imited only to employees in the formal sector of the economy,
 
and it is one area where social intervention might be useful as
 
far as the equity implications of the present system are
 
concerned.
 

Meanwhile, the economic rationale for the Project's support for
 
upgrading and strengthening the capacity of the existing health
 
service systems to backup adequately the delivery of PHC in
 
rural communities is directly related to the economic benefits
 
to be gained from a nationwide reductions in fertility and
 
infant and child mortality. The economic benefits accruing
 
from lower birth rates and mortality rates are well-documented
 
and need not be specified here. To achieve these reductions in
 
fertility and mortality, substantial investments will be
 
required in several areas of primary health care. This project
 
addresses several important avenues for assisting the MOH to
 
provide the support to service delivery activities in the
 
field. These are improvement of the mass media campaign (IEC)
 
for selected primary health care services, reorientation of the
 
basic training of BHWs and in-service training for midwives,
 
strengthening the botica sa barangay program to make essential
 
drugs more available and funds for purchasing PHC commodities
 
to support activities of BHWs.
 

Activities such as improving the IEC program will help generate
 
awareness of and demand for services such as immunizations for
 
children and family planning services for married couples.
 
Improving the skills and effectiveness of BHWs and midwives
 
will allow them to provide services of high enough quality to
 
avert deaths and limit moroidity from infections and
 
nutritional diseases. Improvements in the selection, training,
 
supervision and incentive systems shuuld greatly reduce
 
attrition rates and save the GOP the resources necessary to
 

8/ Paqueo, Vicente B., Economic Perspectives for the PHC Health Financing
 
Projlect, January, 1983.
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train replacements. Effectively trained BHWs can perform
 
certain tasks which presently require the valuable time of
 
medical professionals. MOH medical professionals' time could
 
then be freed and used instead to increase the supply of
 
medical care requiring greater skills for complicated
 
procedures. As a result, this could allow the MOH to allocate
 
a greater proportion of its additional budget in the future to
 
finance its PHC program while slowing the rate of increase of
 
resources needed for medical services.
 

Commodity support for the primary health care workers will
 
further enhance their effectiveness in providing preventive and
 
curative health services to reduce mortality amd morbidity
 
rates arising from respiratory, diarrheal and other diseases.
 
Moreover, the project includes provisions for local communities
 
and/or users to pay for the costs of resupplying expendable PHC
 
items (e.g., drugs, ointments, dressings, etc.) to reduce the
 
costs burden on the GOP. Furthermore, an improved botica sa
 
barangay program will assure rural barangay households' access
 
to affordable essential drugs includU-g controceptiv :,
-:
rehydration salts, analgesics, etc. The Project's support for
 
enhancing the boticas' financial viability and increasing their
 
supply and resupply efficiency will lead to substantial savings
 
on the part of both the barangay residents and the GOP. The
 
program is expected to include 10,000 barangays with an
 
estimated total population of 9 million.
 

2. Alternative Economic Rate of Return Analysis
 

The special studies on PHC-related programs and the pilot tests
 
on financing schemes are expected to significantly improve the
 
present PHC delivery systems and, therefore, increase the
 
access to and utilization of PHC services in the rural areas
 
nationwide. A major and direct economic gain by rural
 
households from the Project is the anticipated savings on
 
medical treatment arising from lower morbidity and mortality 
incidence within the communities. Although the savings, as 
used in the discussion here, mainly refers to the reduction in 
the average medical expenditures of families, it can also be 
interpreted to refer to the reduction in public sector costs of 
providing hospital and/or curative services resulting from the 
preventiv components of the 1t1C program. 

While it Is not possible to calculate the project's economic 
rate of return without fully knowing the final economic output, 
as an alt'rnativu, tihe social diSCOUnt rate in the Philippines 
can be used to determine whit economic impact the Project 
should acnileve to justify the inve .trrents for the service 
delivery support cCmI)nint. ( 0e ecoriumic raticnale and 
cost-ef fectiv(,ne:s nr.,ly!;J5 of tLt. special studies and health 
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financing schemes have been provided earlier.) The
 
reasonableness of achieving that impact can then be examined in
 
the light of existing and prospective scenarios. However,
 
several simplifying assumptions are necessary in order to do
 
this: (1)the project funds for the service delivery support
 
component are disbursed annually in real 1983 dollar values in
 
the following manner ($3.04 million of the estimated $17.70
 
million budget for the component are accounted by a 7% annual
 
inflation):
 

1983 1984 1985 1986 1987 1988
 

U 2.57 4.24 4.04 2.10 1.71
 

(2) economic returns over a 20-year period will flow evenly for
 
each dollar invested; (3)no new returns are attributed to the
 
project after its completion; and () -'v'ge medi-I1 -"
 
health care expenditures of a rural family represent their
 
outlays for the common illnesses that are to be mainly affected
 
by an improved PHC delivery program providing both preventive
 
and curative services.
 

Using the NEDA-supplied social value of capital of 15 percent,
 
the Project must then be achieving an bnnual economic return
 
valued at $2.35 million at 1983 prices by 1989. This means
 
that the beneficiaries, given the assumptions, will have to
 
gain economic benefits equivalent to a value of at least $2.35
 
million or P23.50 million (based at an expected average
 
exchfnge rate of PO=$1 in 1983) annually as a result of the
 
Project. Otherwise, the Project should have invested the
 
resources a.,located for service delivery support in some
 
alternative activities.
 

How likely is the Project to be able to achieve this level of
 
economic return? Put another way, how much savings In medical
 
care outlays of a rural family will have to be generated as a
 
result of the Project? ]his will require an estimate of the
 
average level of current health care expenditures of rural
 
families. The NCSO Family Income and Expenditures in 1975 has 
shown that Filipino familie.- spend an average 1.9 percent of 
their annuql total expenditures for medical and healtLh care 
expenses../ If the average total family expenditures In the 
rural areas then hiad been V4,100 ($410), this means that some 
P78 had been allotted for hualth care and treatment. Adjusted 
for inflation, a rural family is estirmated to be spending 
around P186 ($18.60), on the avrage, for medical care In 1983. 

9-- See the 1981 Philippine Stat sticiil Yearmok, NEDA, Toble 2.12, 
p. 81. 



- 75 -

If it is assumed that all the 8.6 million rural families in the
 
country will benefit from the Project uniformly, then just a
 
1.5 percent savings in the average medical and health care
 
expenses per family (or V2.80 from the average annual expense
 
of P186 for health and medical services in 1983) will be
 
necessary to attain an acceptable economic rate of return for
 
the Project's investments for service delivery support. The
 
expected reductions in the most prevalent illnesses among
 
barangay residents, (principally, communicable diseases and
 
diarrheal problems) attributed to the increased access to PHC
 
services should easily result in more than a 1.5 percent
 
decrease in real terms In the total health care expenditures of
 
rural families.
 

On the other hand, while the GOP has a "Health for All by the
 
Year 2000" goal, it may not be reasonable to assume that all
 
rural households will have access to PHC services as a direct
 
result of this Project. 1he current PHC program is available
 
to only about one-third of the rural population. If it is
 
assumed that the Project will enable two-thirds of the riirnl
 
population to have access to and utilize PHC services, then
 
each beneficiary-household will have to generate savings
 
equivalent to 2.2 percent (or P4.10 in 1983 prices) of the
 
estimated average family outlay for health care services. This
 
still appears to be easily attainable.
 

Alternatively, if it is assumed that the Project activities for
 
PHC service delivery will result in an average 10 percent
 
savings in the health care expenditures of the
 
family-beneficiaries, then approximately 1.26 million rural
 
families will have to be reached to yield the necessary
 
economic return (or savings) to justify the Project. This
 
number represents some 15 percent of the country's total rural
 
population in 1983. Evidently, the Project's impact is
 
foreseen to affect a much larger proportion of the rural
 
population than this figure. A more conservative assumption of
 
a 5 percent savings will require 2.52 million rural families,
 
or roughly 30 percent of the total number of rural families -
still well within the reasonable range of the number of 
potential beneficiaries of' the Project. 

Given these various scenarios, this analysis has tried to show 
that there are ocod reasons to expect that the Project could 
achieve a result that would Justify its invstment In service 
delivery support amid potentially yield a reasonable rate of 
return on the invustirmint. 

3. Economic Ar aly se ot 1Aubpltoj-ct s 

Since specific subprojtuct activities (i.,e., financing schemes 
for 1111C delivery) havernot been fully designed and detailed 
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terms of reference for the research have not been developed, it
 
is not possible to generalize in a meaningful way about the
 
economic rationale of these activities. However, economic
 
feasibility will be one of the criteria in selecting among
 
proposed research and subproject activities. An economic
 
analysis or impact statement will be required in each
 
subactivity or research proposal with adequate discussion of
 
its cost-effectivenes and, in the case of financing schemes,
 
its replicability in other settings in the country. The level
 
of details required for these analyses will be proportionate to
 
the size of the specific activity. Proposals for major
 
activities (i.e., those with a life-of- activity cost of more
 
than $100,000) will be required to present more detailed
 
analyses than smaller proposals.
 

The distinction is important because it preserves the integrity 
of economic analysis in the project. Placing an unreasonable 
requirement for sophisticated ecunuiiiu diiyzi.L. ui, ama'. 

proposals will inevitably lead to a proliferation of 
pseudo-analyses that cloud the decision process. Likewise, it 
increases the number of bureaucratic hurdles that must be met 
by the activity proponents. Rigid analytic requirements will 
make it difficult if not impossiole for small private sector
 
groups to submit acceptable proposals, while contributing
 
little information of real value in evaluating proposed
 
activities.
 

The type of economic analysis required will also vary depending
 
on the nature of the activity. Those involving largely policy
 
implications or technical research, for example, will be
 
expected to provide limited economic analysis consisting
 
primarily of a justification of the resources to be utilized
 
relative to importance of the specific issues and problems
 
addressed and the likelihood of generating additional useful
 
information. For their part, subproJects involving health
 
financing schemes will warrant a discussion on the economic
 
viability of the proposed activity to include, when possible,
 
an Indication of its economic rate of return.
 

D. Administrative Analysis
 

The administrative analysis is Incorporated into Part VI.
 
Implementation f1lcn, Section A. Administrative Arrangements and 
Analysis. That section discusses tLe administrative feasibility of 
the project and the administrative capability of* agencies 
Involved. It also duscrlies mnchchanlit;, that will b. used to 
enhance cooperation atr,ong partlclpattn j urcJanizations. 
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VIII. EVALUATION PLAN
 

Because of its innovative and experimental nature, evaluation is
 
central to the Primary Health Care Financing Project. Much of what
 
will be supported by way of financing schemes and studies/research will
 
help the Government to evaluate the efficacy of alternative approaches
 
to the health care financg problem. Two related, but separate, types
 
of evaluation activities are contemplated:
 

1) overall evaluation of project implementation to identify
 
problem/issues and recommend solutions; and
 

2) discrete evaluation of sepL'-ate components to gain empirical
 
lessons for improving future programs.
 

A. Overall Evaluation
 

While keeping an eye on project goal and purpose, these evaluations 
will focus on collecting and analyzing information which is needed 
to Improve internal project management. The focus will be on 
project implementation and linkages betaecri inputs and 3utputc. 
While thLcp process evaluations will be based on a clear 
understanding of desired goals and purposes, they will not 
concentrate on measuring or analyzing project impact on 
beneficiaries. 

During the course of the project, overall evaluations will be 
conducted every 20 to 30 months depending on iitplrmentation 
progress, information needs for project managemtrt uecision-making, 
and implementation problems encountered. An effort will be made to 
use the same evaluation team to facilitate temporal comparisons 
over time and to limit the time that is spent haviiin the evaluation 
team learn basic project concepts and background. Depending on the 
scope of information needs, each process evaluation will involve 
about a six week effort by a 3 to 5 person evaluation team. 

Decisions concerning team composition will be made during the 
second year of implementation when details of the firrt overall 
evaluation are being planned. At p1'esent, it tentatively appears

0 /that the team might be composed of:% (1) An international 
consultant who will act as team leader (perhaps from a1university 
or some other institution enabling ath-.(enceus of up to 1 weeks every 
two years or so), (2) An AID/W haltLh sp;clist (pe!rhjp!s a GS 
employee who will remain In A U/W througlhoul the proj.ec-l tand, 
therefore, will be avallatle on IDY for each proce!ss evaluation), 
(3) and (4) suitably trained and expe.rienced Fillpino health 
experts who can weet time remvuirements of' the i:v4 lcation. 

10/ Perhaps hiring of' a single Filipino firm/institution to manage those 

evaluations might be the best opproach.
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The estimated project cost for each process evaluation (excludes
 
AID direct hire participant) appears to be about $20,000 at 1983
 
prices.
 

B. Evaluation of Individual Components
 

1. Health Care Financing Schemes
 

a. Impact Evaluation
 

The main purpose of testing these schemes is to gain
 
information on the effectivenesc, efficiency, 1cticality
 
and sustainability of the scheme being tested. Thus,
 
these tests must be evaluated very carefully to insure that
 
the lessons gained are described, analyzed, and documented
 
properly. Consequently, this component requires a
 
comprehensive evaluation program.
 

To test properly the 24 financing schemes, baseline
 
information should be collected on. (1)current meFhndq nf
 
obtaining and financing health care in the communities, and
 
(2)current cost characteristics and level of health care
 
delivery. Collection of this information will require
 
field work and some household surveys. This kind of
 
baseline will be collected o-zing the design phase of each
 
scheme and provide guidance on how to structure the
 
scheme. PCHRD wil arrange for consultants to help
 
accomplish these studies.
 

Upon completion of each two-to-three year pilot test, a
 
follow-up survey will be conducted. This will enable
 
before-after comparisons and quantitative measurement of
 
impact on the level of health care service delivery, the
 
costs, and the financing sources. Changes in utilization
 
of services which affect fertility anJ infant mortality
 
v'ill be cnalyzed (e.g., contraceptiv prevalence rate,
 
immunization coverage for 1.,.fants and pre-school children,
 
etc.). In additJon, health status impact data will be
 
collected in a few schemes as described in the technical
 
analysis sectior.
 

Given the special survy and data collection skills 
required, implementin(jI urjer c' w111 not be expected to 
undertake these impact evluat ons; riather, U -eparate 
institution will be eFnI(ilged. A sinoie inscitution will 
conduct tLhe 1)a.en11e(: and J lmiCt ,in'vy-, In veach of the 24 

11/ While the communities whur the 1,lot 'ie.. aa z: Ircno tested may 
benefit, this is really a by-product aiid not Lhi. reiull for conldutIng tho 
test. 
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pilot communities. This will facilitate comparison across
 
pilot tests, reduce contract negotiating and monitoring
 
costs, reduce contractor overhead costs, and contribute to
 
better overall results. This approach is not Expected to
 
overburden the selected institution because the start and
 
completion dates of pilot tests will have been staggered.
 

The institution will be involved with the project from the
 
beginning until completion and reportir4, of the last impact
 
survey and analysis of comparisons across pilet tests. The
 
estimated budget for this involvement, which is expected to
 
last for five or six years, is $100,000 which is just under
 
4% of the total component budget. These funds are
 
incorporated in the cost estimates for each scheme.
 

b. Process Evaluation
 

Each proponent will be required to collect and report on
 
information related to the process by which schemes were
 
developed and the social and orydnizational prublems
 
encountered in operating schemes. These systems will be
 
designed to provide the feedback information needed to
 
manage properly the pilot test and to make required changes
 
and adjustments. Each proponent will submit periodic
 
progress reports to PCFHD.
 

In addition, the PCHRD management group will monitor each pilot
 
test, make field visits, and recommend changes as needed. As
 

information is collected and analyzed by PCHRD on the 1st batch
 
of schemes, the results will be used to perfect subsequent
 
designs. Furthermore, t e overall project evaluation team will
 
visit pilot test communities during their perie'dic evaluations,
 
collect and analyze information, and make recommendations for
 
improving implementation of the pilot test.
 

2. Special Studies
 

This component is in many ways an evaluation in and of itself.
 
It will evaluate the following: midwife performance, volunteer
 
BHW program, Botica Sa Barangay, herbal drug production, the
 

cost-effectivness of existing PHC delivery systems, vaccine 
produrt intJ and the referral systems. Furthermore, the Special 

Studies will provide basJline inlormation for uvaluatng 
activities under te ervc, Deliveiy Cumpount. The special 
studies will be monitorud clos.ely anrd the resulting final 
reports cmurfuJly reviewed and assessCd. This component also 
will be assessed in the periodic uvezall uvaluationis. l4cre Is 
no need to establish a formal system to evaluate the studies 
undertaken In this component. 
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3. Service Delivery
 

Many of the activities supported under this component will be
 
based on recommendations from the Special Studies component;
 
i.e. BHW and midwife programs (including training and commodity
 
kits), and Botica Sa Barangay. The Special Studies will serve
 
as baseline information against which to measure progress under
 
the Service Delivery component. Consequently, the contracts
 
for the special studies will indicate explicitly the baseline
 
function of the study and also ask the contractor to outline an
 
evaluation plan for assessing the impact of activities
 
recommended by the studies. A small amount of the Special
 
Studies money will be reserved for evaluating the impact of the
 
recommendaticns that are implemented by the MOH. It is hoped
 
that the same institutions conducting the special studies will
 
be available to undertake these impact assessments, which will
 
use baseline information collected under the original special
 
study.
 

The periodic process evaluations will assess progress of
 
service delivery activities and make recommendations concerning
 
continuation, expansion, curtailment or redirection of
 
individual subcomponents.
 

C. flexibility
 

The main goal of evaluation is to collect information needed to
 
make better decisions and improve current and future programs.
 
Because information needs change, especially for innovative
 
projects such as PHCF, evaluation plans must remain flexible.
 
Thus, the evaluation schemes described herein should remain
 
flexible and oe adjusted to meet the information needs of the
 
project, MOH, PCHRD, and USAID. The national workshop to simmarize
 
and share the knowledge acquired during the project will provide
 
the opportunity to discuss policy matters related to the long-term
 
financial viability of the Philippines health care system.
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IX. CONDITIONS, COVENANTS AND NEGOTIATING STATUS
 

A. 	Conditions Precedent to First Disbursement
 

Prior to the first disbursement under the loan portion of the
 
Assistance, or to the issuance by A.I.D. of documentation pursuant
 
to which disbursement will be made, the Cooperating Country, except
 
as A.I.D. may otherwise agree in writing, will furnish to A.I.D. in
 
form and substance satisfactory to A.I.D.:
 

1. An opinion of counsel acceptable to A.I.D. that this Agreement
 
has been duly authorized and/or ratified by, and executed on
 
behalf of, the Cooperating Country and that it constitutes a
 
valid and legally binding obligation of the Cooperating Country
 
in accordance with all its terms;
 

2. A statement of the name of the person principally representing
 
the Cooperating Country for purposes uf LOIiS Project and of any
 
additional representatives, together with a specimen signature
 
of each person specified in such statement.
 

3. A copy of a detailed implementation plan which specifies the
 
sequence of activities, the responsibilities and
 
inter-relationships of the various institutions involved in
 
project implementation, and the mechanics of disbursing project
 
funds.
 

4. 	Copy of a memorandum of agreement between MOH and PCHRD
 
designating the latter as the organization to manage the
 
special studies and financing schemes portion of the project.
 

B. 	Special Covenants
 

1. Utilization of Research r'ndinds. The Cooperating Country
 
covenants that the findings of the research component of this
 
project shall be utilized, if found applicable and acceptable,
 
to guide the implementation of the service delivery activities
 
to be funded by AID asslstance. A yearly implementatlon plan 
will be developed which will specify the project activiLtles to 
be undertaken In each of the four service delivery support 
areas described in this project paper. 

3. 	 Project Evaluation. The Cooperatinq Country cuvenants to
establ sh ain eva uation prograi as an InLegrai prt of the 
Project. Exc,-pt as the Pairtles agree in writlnJ, the program 
will Include, durino the implementation of tne Project aind at 
cno or more point!; thereafter: 

a) 	 Evaluation of progress loward ttuinment of the objectives 
of the Project; 
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b) 	Identification and evaluation of problem areas or
 
constraints which may inhibit such attainment;
 

c) 	Evaluation, to the extent feasible, of the overall
 
developr itimpact of the project.
 

C. 	Negotiating Status
 

Except for the writing of this Project Paper to conform with the
 
prescribed AID documentation system, the design of this project has
 
been undertaken by t.le Philippine Government. A Technical
 
Committee, organized and chaired by NEDA nd composed of
 
representatives from MOH, OBM and USAID ws specifically tasked to
 
define the essential elements of this project.
 

A cabinet-level Policy Committee co-chaired by the NEDA Director
 
General and the Minister of Health, and composed of the Minister of
 
the Budget and the Chairman of the PresidenLial Reorganization
 
Commission reviewed and approved the project components recommended
 
by the Technical Committee. The final project design is a
 
reflection of the kind of assistdnce that the Philippine Government
 
feels it needs to improve the country's PHC delivery system.
 

Given the manner by which this project was designed, we anticipate
 
no difficulties in corK1uding an agreement as soon as this project
 
is authorized.
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ANNEX A
 

5C(l) - COUNTRY CHECKLIST
 

Listed below are statutory criteria
 
applicable ger.erally to FAA funds, and
 
criteria applicable to individual fund
 
sources: Development Assistance and
 
Economic Support Fund.
 

A. GENERAL CRITERIA FOR COUNTRY 
EL IGIBILITY 

1.FAA Sec. 481. Has itbeen 
determine that the government 
of the recipient country has 
failed to take adequate steps 
to prevent narcotic drugs and 
other controlled substances (as 
defined by Comprehensive Drug 
Abuse Prevention and Control. 
Act of 1970) produced or 
process, in whole or in part,
 
in such couritry, or transported
 
through such country, from 
being sold illeaIdIly within the 
Jurisdicticn of such country to 
U.S. Government per;omnnul or 
their dependernt;, or troi 
entering the L.S. unlawfully? 

2.FAA Sec. 620(c). If 
assistancu Fi rjt arovernment, 
is the governmetit Iiile iis 
debtor or unconMit tajl 
guarantor on any icbt to a U.S. 
citizen for (;ood:; (.r services 
furni shed or ordereJ where (a) 
such citize n ia ,'xdWiuAt'ed 
availiJbIe Ieqil rti,.iJlw. jnd 
(b) thti o#et I, I (iti]cii| I:d or 

cord r.Ltd 1)y ;uxr.rr,-eM.1 

3. 1"AA ., . ,, l( ) l .
 

VT1 , 11'. it(J110t3(. 
gowrri :it ihi'.l( tI [.lt 

J0V11~~i(tU f *iri, a c 0th~.ijJ lvi '(t.) lI;, * d o( 

WhIJII 1)1%, llf" V'ffVL't 01 

Ilti(.rolii1.1 q!i, t rjj'O)Zi I 'I±141J, 

or utI l ljw J.I. Zr,.I,1,/ 

ur control of proprrty Ly U.S. 

1. No 

2. Its 

No 
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citizens or entities
 
beneficially owned by them
 
without taking steps to
 
discharge its obligations
 
toward such citizens or
 
entities?
 

4. FAA Sec. 532(c), 620(a) !
620(f), 6200; FY J982 

Appropriation Act Secs. 512 and
 
513. Is recipient country a
 
oToimunist country? Will 4. No, No, No.
 

assistance be provided to
 
Angola, Cambodia, Cuba, Laos,
 
Vietnam, Syria, Libya, Iraq, or
 
South Yemen? Will assistance
 
be provided to Afghanistan or
 
Mozambique without a waiver?
 

5. ISDCA of 1981 Sees. 724, 727 
and 730. For ,,pecific

"estrictons on a.,istance to 5. N/A.
 
Nicaragua, see Sec. 724 of the
 
ISDCA of 1981. For specific
restrictions on assistance to 
El Salvador, see Secs. 727 and
 
730 of the ISDCA of 1981. 

6. FAA Sec. 620(J). lias thu 
country permitted, or failed to 6. No.
 
take adequate r,easurus to
 
prevent, the darare or
 
destruction by rub action of
 
U.S. property?
 

7. FAA 5ec. ,1{(1), Has the 
country tilei (t to enter Into an 7. NO.
 
agrec,,,u t U
with )i'l('? 

8. FAA Sec. t',7i((o); Flhermen's 
_roTuc__v__ i_h:t '6/'9f dS
 

arriendud, ec. (.a) tias the
 
Country o Impoted 8. a) No.
:ed, or any 

penalty ot -Ai clio, ;1,' .ainst,
 
any U.). rismri1 ur:tlviLies in
 
Intturii tlouri;ji wt.r'/ro
 

(W) It !o , ha,, i ,y Jdt'ICt Ion 
required by tfiv I i.,tuiitrrn 'S b) N/A.

Proteclive Act ine: made?
 



4io Appr-pr A 
 Se.-1
 

ta),Ha th goverrnent afte)N 
recipient country been in 

------- for-more-ths'nsidefault 
months on Interest or principal
of any AID loan to the 
country? (b Has the country
been In default, for more than. 
one year on Interest or 
principal on any U.S. loan-' 	 under a program for which the
appropriation bill appropriates
funds? 

FconC*lO f d2 iedasistance isdevelopmnt loan or 	ftrm 
Ecoomc Support Fund, has the 
Administrator taken 	Into 
account the amount of foreign
exchang or other resources
which the country has spent on 
military equipment?

* 	 (Reference may be made to the
annual "Taking Into
Consideration" memo: "Yes,* 	 taken into account by-the
Administrator at time of
approval of Agency OY8."1 This
approval by the Admnistrator
of the Operational Year Budget
can be the basis for an
affirmative answer during the
fiscal year unless significant
changes in circumstances
occur) 

l FAl.fjOtt)l . Has the
coutrisivrea diplomatic
relations with the United
states? 1f so, have they bean
resumed and hae new bilateral
assistance agreiments been
negotiated anW entered into
since such resurption? 

12. sec .O.Lh 	 flat is th 
paymnt ofthe
tatu


country's U.S. oblgations? 

b) No. 

l0. Yes. 

11,.No.
 

12. Satsfctry 
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44 

If the country is in arrea 
were such arrearages taken' 
into account by the) AID 
Administr'stor in determining

Operational-
Year Budget? (Referencejay
be made to the Taking into 
Consideration mmo.) 

Hs tecountyaddo13 N,

abetted, by intlngsanctuary
from proseouton to any
individual orgroup whli has
cositted an act of 
international terrorism? Haes 
the country aided or abetted,
by granting smnctuar from 
prosecution to, any ndividual 
or group which has cowmitted a 
war crime? 

14. FAASc 666. Doesthe 
coutry oJ ton the basis 

of raoc, religion, national 
origin or sex, to the presence
of any officer or eployee of 
the U.So who is present in 
such country to carry out
ecnomic development program
under the FAA? 

13. F.* . Ha the 
tr$ ,afer - 31 1977t

delivered or ved nuclear 
enrichment or rerocessing
euipment, mteials, or
te€lMoy witLhout sewified 

emsei.s of safeguards?
HsItransferred anuclear 

explosive device to a
nonnucler weapon state, or 
if such state# either received 
,ordetonated a nuclear 

explosilv device, after
Augus 30 1977? (FAA Sec, 
l2M pewits a special waiver 

of lm. 69 for Pakistan.) 
+9
 

• r~-;K~*~ I* 

14. WO. 

1. No..
 



_____ ____ _________________ 

16. ISOCA of 1981 Seo.' 720., 	 16. No. 
Was the country represented at 
the-Meeting of Ministers of, 

~Foreign Affairs and heads of 
Delegatlosof -theNonAligned 
Countries to the 36th General
 
session of the General 
Assembly of the U.N. of 
Sept. 25 and 28, 1981, and 
failed to disassociate itself
 
fromn 	the commnunique issued?
 
If so, has the President taken 
it into account? (Reference 
may be made to the Taking into 
Consideration memo.) 

17. 	 ISOCA of 1981 See. 721.. 17. W~A. 
see spei requim ts for 
assistance to Haiti,. 

1B, 	 FUNING SOURCE CRITERIA FOR COUNTRY 
ZIBILITY 

1. Dee~w Assistance Coujntry' 

*a. 	 FAA Sa* 11. Has the 1, a)No. 
Department or r3ate determinied 
that this government has

enggedina consistent 
pattern of gross violations of 
Internatioaly recognized
hta its? If so, canit 
be demonstrated that
oemlated ssstanc will

dzxwtiy benefit the needy? 

2. W E6IL HsI 

hIfcones t PataVM_ Me 
violations of twmk il
reni'red huma rights? It 

* 	 so, hs the country Wmmd ch 
44g fiosnt Isprosumt in Its 
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human rights record that
 
furnishing such assistance is
 
in the national interest?
 

b. ISDCA of 1981, Sec. 

725(b). If ESF is to be 
furnished to Argentina, has
 
the President certified that
 
(1) the Govt. of Argentina has
 
made significant progress in
 
human rights; and (2) that the
 
provision of such assistance
 
is in the national interests
 
of the U.S.?
 

C. ISDCA of 1981, Sec. 726(b) 

If ESF assistance is to be
 
furnished to Chile, has the
 
President certified that
 
(1) the Govt. of Chile he; 
made significant progress in 
human rights; (2) it Is in the 
national Interest of' the U.S.; 
and (3) the Govt. of' Chile is 
not aiding international 
terroriin and has taken steps 
to bring to justice those
 
Indicted in connection with 
the murder of' Orlando 
Leterlier? 

2. b) N/A 

2. c) N/A 



isd ili t, Par ,A$ 

, : :-e8, 

includes cr te iaap l cable to: e 1i!all 

fundedd frospeifi sorcsony 
aplies to all projects~tfunded 

. , ..i: . i. ;;{i;}, 

i... 

, . 

:":-
8,2 apl:lprjcsfnd withDevelopmnt, Assistaence loansl n B3 e~pples to projects funded from E., :" ;,:i! 

. 
'::-/ 

;:, 

~ ~~~UP,.TODATE? .HAS :...yesl"'': 
STANDARD:ITE4M 

~ ~~REVIEWED; FOR THIS ...PRO4CT? .yes 

~~ppIcY 9Appopriatinects~hssci 

incude critrie applialetorznaal Cogesoa 
i 

A. . GNRAL RI TERIA FOR PROEECTE 

1o e'UJ P/ 6.M ... . 

wt 
doODT? 

and appropriationsceson: 
of Senate'and House have been 
or will be notified concenn8 e ptol; p funded 

(b)DvlI assistance wFhn 

(Opertioal, e &*at) 
county, or International 

ozoaltion allocation8spoedto Conoges (o not 
moe than $1 mllion ovan that 

C oSS R eFCSaSesacCOndHCLS 
A 

b) 

Pentation Y 83 
Annex II,Asal,
Page 13-,. 

Yes 

oupininecs or 

apioe to prans neced rto carr 
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(b) 	 a reasonably firm estimate 
of 	the cost tot e U.S. of the 
assistance? 

3. FAA Sec. 611(a) (2). If 

further- lislative action is

required within recipient 
country, what Is basis for 
reasonable expectation that 
such action will be completed
in time to permit orderly
accomplishment of purpose of 
the assistance? 

4. 	FAA Sec. 611(b); FY,1982 
Aroaraton-At o 501.
 

IP ror, water or water-related 
land resource construction, has 
project met the standards and 
criteria as -set forth in the
Principles and Standards fon 
Planning Water and Related Land 
Resources, dated, Otober 250 
1973? (See AID Handbook 3 for 
new guidelines.) 

5. 	FA~A'Sc 1(a. If project is 
capital assi (e.g.,
iace 
construction), and all U.S. 
assistance for it will exceed 
$1 million, has Mission 
Director certifled and Regional
Assistant Administrator taken 
into considertion, the 
coutry's capability

effectively to main in and
 
utilize the project?
 

6. 	FAA Seo. 209. Isproject
ii Ito execution as 
part of regional or 
mulatsiteal project? If so,
why 	is rcoject not so 
executed? Information and 
conclusion w ther assistance 
will 	encourage regional 
development programs 

7. 	 Infor"tion 
an lustons whether project
Will encourage efforts of the 

Aot. .	 ' 
2. 	 a) Yes
 

b) Yes.
 

3. 	 No further
 
legislation is
 
required. 

4. 	N/A 

5. 	 W/A 

6. 	 No. 



country: to: (a)increase the 7. a) N/A 
I, flow of International trade; 

(b)foster private initiative 
and competition; and (c) 
encourage development and use 
of cooperatives, and credit 

b) and c) Project 
will encourage and 
provide funds for 
local communities, 

unions, and savings and loan 
-associations; (d)-discourage -- ----

cooperatives and 
- private -organizations-. 

monopolistic practices; to test the financing 
(e)iprove technical of local health care 
efficiency of Industry, services. 
agriculture and commerce; and, 
(f)strengthen free labor d), e) and f) N/A 
unions. 

8. FAA Sec. 601(b). Information 8. N/A 
and conclusions on how project 
will encourage U.S. private 
trade and investment abroad and 
encourage private U.S. 
participation In foreign
assistance programs (including 
use of private trade channels 
and the services of U.S. 
private enterprise). 

9. FAA.Sec. 612(b), 636(h);
Apropriation -At 

9. The project will 
utilize funds from 

Sec. 507. Describe steps the GOP 1984 
taken to assure that, to the 
maximum extent possible, the 
country is contributing local 
currencies to meet the cost of 

appropriation ear
marked for foreign 
assisted projects. 
Therefore, it will 

contractual and other services, 
and foreign currencies owned by 

have a separate line 
item In the 

the U.S. are utilized in lieu appropriation. 
of dollars. 

10. ,FAA See.612(d). Does 
theuS. own excess foreign 
currency of the country and, 

10. N/A 

if so, what arrangements have 
made for its release? 

11. F Sc. O1(). Will the 
project utilize competitive
selection procedures for the 

11. N/A 

awarding of contracts, except
where ppplicable- procurement
rules allow otherwise? 
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12. FY 1982 As2prooriation Act Sec. 
521. irassistance Isror 

12. N/A 

: 

THE: production of any 
commodity for export, Is the 
commodity likely to be in 
surplus on world markets at 

_ the time the resulting 
: ... productive-capacity' becomes 

operative, and is such 
assistance likely to cause 
substantial injury to U.S. 
producers of the same, similar 
or competing commodity? 

n . 

4 

13. FAA 118(0)and (d). Does the 
project comply with the 
environmental procedures set 
forth in AID Regulation 16? 
Does the project or program 
take into consideration the 

13. Yes and N/A 

problem of the destruction of 
tropical forests? 

14. FA 121(d). Ifa Sahel 
project, has a determination, 
been made that the host 

14. N/A 

government has an adequate 
system for accounting for and 
controlling receipt and 
expenditure of project funds 
(dollars or local currency 
generated therefrom)? 

B. FUNDING CRITERIA FOR PROJECT 

1. Develmm Assitanc 
Projct cteria 

a. FAA Sec. 102(Wb ll , 
113.en Io 
which activity will 
(a) effectively Involve the 
poor indevelopment, by 
extending access to economy at 
local level, increasing 
labor-Intensive production and 
the use of appropriate 
technology, spreading 
investment out from cities to 

a. Communities, private and 
puolic organizations and 
cooperatives will test 
schemes that will provide 
accessible and affordable 
primary health care to poor 
rural residents especially 
mothers and children. The 
schemes will be developed 
and designed at the 
community level. 
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small towns and rural areas,
 
and insuring wide participation
 
of the poor in the benefits of
 
development on a sustained
 
basis, using the appropriate
 
U.S. institutions; (b) help
 
develop cooperatives,
 
especially by technical
 
assistance, to assist rural and
 
urban poor to help themselves
 
toward better life, and
 
otherwise encourage democratic
 
private and local governmental
 
institutions; (c) support the
 
self-help efforts of developing
 
countries; (d) promote the
 
participation of women in the
 
national economies of
 
developing countries and the
 
improvement of women's status;
 
and (e) utilize and encourage
 
regional cooperation by
 
developing countries?
 

b. FAA Sec. 203, 103A, 104, 
105, 06 Does the project 
fit the criteria for the type 
of funds (functional account) 
being used? 

c. FAA Sec. 107. Is 

emphasis on use of appropriate
 
technology (relatively smaller,
 
cost-saving, labor-using
 
technologies that are generally
 
most appropriate for the small
 
farms, small businesses, and
 
small incomes of the poor)? 

d. FAA Sec. IJO(a). Will 

the recipient country provide 

at least 25% of' the costs of 

the program, project, or 

activity with respect to which
 
the assistance is to be 
furnished (or is the latter 
cost-sharing requirement being 
waived for a "relutively least
 
developed" country)?
 

b. Yes
 

c. N/A
 

d. The Project Agreement
 
will commit the GOP to
 
contributing more than
 
25% of total project costs.
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e. FAA Sec. 110(b). Will e. N/A
 
grant capital assistance be
 
disbursed for project over more
 
than 3 years? If so, has
 
justification satisfactory to
 
Congress been made, and efforts
 
for other financing, or is the
 
recipient country "relatively
 
least developed"? (M.O. 1232.1
 
defined a capital project as
 
"the construction, expansion,
 
equipping or alteration of a
 
physical facility or facilities
 
finarrced by AID dollar
 
assistance of not less than
 
$100,000, including related
 
advisory, managerial and
 
trnining services, and not
 
undertaken as part of a project
 
of a predominantly technical
 
assistance .,haracter."
 

f. FAA Fac. 122(b). Does f. Yes.
 
the activity give reasonable
 
promise of contributing to the
 
development of economic
 
resources, or to the increase
 
of productive capacities and
 
self-sustaining economic growth?
 

g. FAA Sec. 281(b). g. The primary health care
 
Describe extent to which financing schemes of the
 
program recognizes the project will be designed
 
particular needs, desires, and and developed at the
 
capacities of the people of the community level by the
 
country; utilizes the country's people.
 
Intellectual resources to
 
encourage institutional
 
development; and supports civil
 
education and training in
 
skills required for effective
 
participation in governmental
 
processes essential to
 
self-government
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2. Develompent Assistance Project
 
Criteria (Loans Only)
 

a. FAA Sec. 122(b). 2. a. Available
 
Informaon and conclusion on
 
capacity of the country to
 
repay the loan, at a reasonable
 
rate of interest.
 

b. FAA Sec. 620(d). If b. N/A
 
assistance is for any
 
productive enterprise which
 
will compete with U.S.
 
enterprises, is there an
 
agreement by the recipient
 
country to prevent export to
 
the U.S. of more than 20% of 
the enterprise's annual
 
production during the life of
 
the loan?
 

c. ISDCA of 1981. Sec. 724 c. N/A 
(C)and (d). If for
 
Nicaragua, does the loan 
agreement require that the 
funds ne used to the maximum 
extent possible for the private 
sector? Does the project 
provide for monitoring under
 
FAA Sec. 624(g)?
 

3. Economic Support Fund Project 
-T Iter1 a 

a. FAA Sec. 531(a). 3. a. N/A 
Will this assistance promote
 
economic or political
 
stability? To th extent
 
possible, (Joes it reflect the
 
policy dirctiorr; of' FAA
 
Section 1017
 

b. FAA ';uc. 531(c). Will b. N/A 
assistanct, unuer this chapter 
be used for military, or 
paramfilitary ,ctivities? 

C. FAA '.;ec. 534. Will ESF c. N/A 
funds be ueJd tu finance tho 
construction or thu operation 
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or maintenance of, or the
 
supplying of fuel for, a
 
nuclear facility? If so, has
 
the President certified that
 
such use of funds is
 
indispensable to
 
nonproliferation objectives?
 

d. FAA Sec. 609. If d. N/A
 
commodities are to be granted
 
so that sale proceeds will
 
accrue to the recipient
 
country, have Special Account
 
(counterpart) arrangements been
 
made?
 



5C(3) - STANDARD ITEM CHECKLIST
 

Listed below are the statutory items
 
which normally will be covered
 
routinely in those provisions of an
 
assistance agreement dealing with its
 
implementation, or covered in the
 
agreement by imposing limits on certain
 
uses of funds.
 

These items are arranged under the
 
general headings of (A) Procurement,
 
(8) 	 Construction, and (C) Other 
Restrict ions.
 

A. Procurement 

1. FAA Sec. 692. Are there 
arrangements to permit U.S. 
small business to participate 
equitably in the furnishing of 
commoditivs and services 
f Inancc 'I? 

2. FAA Sec. 604(a). Will all 
procurc'Cnt0 rrom the U.S. 
except as oth:rwise determined 
by the tre;sident or under 
delegation from him? 

3. 	 FAA Sec. 604(d). If the 
cooperating country 
discriminates aJalinst marine 
Insurance Cormp|inl s authorized 
to (10 busrIus; in the U.S., 
will coarwnditile, be insured in 
the United States against 
marine risk with such a company?
 

1. 	Yes.
 

2. 	Procurement will be from
 
the U.S., Philippines
 
and 941 countries. 

3. 	Yes.
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4. FAA See. 604(e)t ISDCA of 1980 
Sec. '705(aI. ifoffshiore 
rocurement at agricultural
comodity or product is to be 
financed, is there provision
against such procurement when 
the domestic price of such 
comodity Is less than parity? 

4. W/A 

financed could not reasonably 
be procured inU.S.) 

5. FAA See . Will 
onstrt engineering 

services be procured from firms 
ot countries otherwise eligible 
under Code 941, but which have 
attained a cooettive 
capability In International 
ma kets Inone or these aieas? 

5. WA 

6. FAA See. 603. Is the shipping 
excIuded ffm compliance with 
requirement In section 901(b)
of the Merchant Itrine Act of 
1936, as amended, that at least 
50 per centum o the gross 
tonnage of comodities 
(computed separately tor dry 
bulk carriers, dry cargo
liners, and tankers) financed 
Mall be transported on 

privately owned U.S. flag 
o-1eral8 vessels to the 

extent that such vessels are 
available at fair and 
reasonable rates? 

6. No. 

7. FAA Sec. 621. Iftechnical 
ii'ItiI'n finamed, will 
such assistance be furnised by
private enterprise on a 
contract basis to the fullest 
exent practicable? If the 
facilities of other Federal 

7. Yes. 



- 3

agencies will be utilized, are 
they particularly suitable, not 
competitive with private 
enterprise, and made available 
without undue interference with 
domestic programs? 

8. International Air Transport. 
' --Oompetive Practices Act, 
1974. If air transportation 
o-persons or property is 
financed on grant basis, will 
U.S. carriers be used to the 
extent such service is 

8. Yes. 

available? 

9. FY 1982 Appropriation Act 
Sec. 504. If the U.S. 

9. Yes. 

Government is a party to a 
contract for procurement, does 
the contract contain a 
provision authorizing 
termination of such contract 
for the convenience of the 
United States? 

B. Construction 

1. FAA Sec. 601(d). If capital 
(e.g., construction) project, 
will U.S. engineering and 
professional services be used? 

1. N/A 

2. FAA Sec. 611(c). If contracts 
for construction are to be 

2. N/A 

financed, will they be let on a 
competitive 11asis to maximum 
extent practicable? 

3. FAA Sec. 620(k). If for 
cons truct ion OfIproductive 
enterprl u, will ai(yreqate 
value of' asi Lstace to be 
furnished by thu1J.5. not 
exceed $100 million (except for 
ploductive erterprisus in Egypt 
that were described in the CP)? 

3. N/A 
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C. Other Restrictions
 

1. FAA Sec. 122(b). If 

development loan, is interest
 
rate at least 2% per annum
 
during grace period and at
 
least 3% per annum thereafter?
 

2. FAA Sec. 301(d). If fund is 

established solely by U.S.
 
contributions and administered
 
by an international
 
organization, does Comptroller
 
General have audit rights?
 

3. FAA Sec. 620(h). Do arrange-

ments exist to insure that
 
United States foreign aid is
 
not used in a manner which,
 
contrary to the best interests
 
of the United States, promotes
 
or assists the foreign aid
 
projects or activities of the 
Conmnunist-bloc countries? 

4. Will arrangements preclude use 
of financing: 

a. FAA Sec. 104(f); FY 1982 

Appropriation Act Sec. 525:
 
(1) To pay for performance of 
abortions as a method of family 
planning or to motivate or 
coerce persons to practice 
abortions; (2) to pay for 
performance of' involuntary 
sterilization as method of 
family planning, or to coerce 
or provide financial incentive 
to any person to undergo 
sterilization; (3) to pay for 

any biomedicil rescarch which 
relates, in whole or part, to 
methods or the performance of 
abortions or involuntary 
sterilizations as a meanis of 
family planning; (4) to lobby 
for abortion? 

1. Yes.
 

2. N/A
 

3. Yes.
 

4. a.1) Yes
 

a.2) Yes
 

a.3) Yes 

8.4) Yes 
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b. FAA Sec. 620(g). To b. Yes 
compensate owners or 
expropriated nationalized 
property? 
c. FAA Sec. 660. To provide c. Yes 
training or advice or provide 
any financial support for 
police, prisons, or other law 
enforcement forces, except for 
narcotics programs? 

d. FAA Sec. 662. For CIA d. Yes
 
activities?
 

e. FAA Sec. 636(i). For e. Yes 
purchase, sale, long-term 
lease, exchange or guaranty of 
the sale of motor vehicles 
manufactured outside U.S.,
 
unless a waiver is obtained?
 

f. FY 1982 Appropriation Act, f. Yes
 
Sec. 503. To pay pensions,
 
anndties, retirement pay, or
 
adjusted service compensation
 
for military personnel?
 

g. FY 1982 Appropriation Act, g. Yes
 

Sec. 505. To pay U.S.
 
assessments, arrearages or dues?
 

h. FY 1982 Appropriation Act, h. Yes
 
Sec. 506. To carry out
 
provisions of FAA section
 
209(d) (Transfer of FAA funds
 
to multilateral organizations
 
for lending)?
 

i. FY 1982 App~ropriation Act ±. Yes
 
Sec. 510. To finance the
 
export of nuclear equipment,
 
fuel, or tuchnulogy or to train
 
foreign nationals in nuclear
 
fields?
 

J. FY 1'8hY ApproprIatlon Act, J. No 
Sec. 511. Will assistance oe 
provided for the purpose of 
aiding the efforts of the
 
government of such country to
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repress the legitimate rights
 
of the population of such
 
country contrary to the
 
Universal Declaration of Human
 
Rights?
 

k. FY 1982 Appropriation Act, k. No
 
Sec. 5. To be used for
 
publicity or propaganda
 
purposes within U.S. not
 
authorized by Congress?
 



ANNEX B 

OUTLINE OF AHEALTH1 POFULATION, AND NUJTRITION 
STRATEGY FOR USAZO INTHE PHILIPPINES 

* Introduction 

Tefollowing pages represent a first attempt to summarize USAI's emerging 
)--
W isofnstionil- needs In- the -population. halth md nutrition -(PH1*----

Ioec o" In the Philippines and to present the outline of a program to most 
effectively apply AID's limited resources to these needs. Theipaper has two 
main sections: an asssment of the current situation with respect to 
popeation, health, ad nutrition; and a preicription for the applion of 
AI resources to deal with the major needs which have been identfe 

Assessment of Population. Health. Wn Nutrition in the Philiggines 

The Asia Bureau's Health, Population, and tbjtrition.Strategy, which was issued 
in early 1980, Identifies fertility and Intnt/child mortaity as the two 
variables to which the Bureau wll give moat of it aLLentii~ 11i,iL6 Pii 
programning over the next several years. Accordingly, this strategy outline 

beis with apreliwinary assessment of the principal causes of high fertility 
high infant and child mortality.* 

* When one locks initially at the demographic situation in the Philippine, it 
is self-evident that rapid population growth remains a critical development 
issue. Fertility, while It has fallen in recent yoe, isstill too high; it 
continues to heaper efforts to improve per capita well being. The crude birth 
rate (CSR) has -declined from near. 40Oper thousand in 1970 to the low 30's in 
IM0. The Hission's 1979 ,4lti-YearPopulation Stratey argues that, while a 
substantial prop-oton of the decline was unquestionably caused factors 
other then the aval ability of family planning services rs, baicethe 

soio-econonmo conitions thatpe ostard smaller arauch in 
the Philippines, that a pro m that attmpts to ma family planning services 
nearly urnaierslly availbO represintstemost cost-effoetive approach to 
fthfer lowering the fertility level Seouse this issue is dscuissd in 
detail 4n the aforemontioned dcuments, and becauso the funda ntal strategy 
has ben w ted by the Government and AID= as being soud, It is 
not. diiuse further Mr. However, the prescrlp tve saetion of this 
strategy returns to the question of how, in the medum tem,- the delive of 
family planntin services might be mad more. consistent with other e leme of 
this strategy, 

The Jission Is in the process of caying out a more thoroughgoi 
assessment of tho determinants of infint/child mortality which will be used 
as the basis for subsequent project planning. 

I IV A
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While the fertility situation and AID's approach to It have been thoroughly

considered in the recent pest, the same cannot be said tor mortality.
Therefore, this section will give primary attention to the main causes Of
infant and young child mortality. 
Compared with fertility, mortality In the Philippines is quite low.* General
mortality (i.e. the crude birth rate, or CR) is nearly as low as that 

- typical of the I-ndtrial ad countres ad.welthier_. s.-Recent -estimates- . 
t It at below 10 per thousand. Of course, the decline In mortality since

afore World War II is the primary cause of the rapid population growth of the 
past 30-40 years. Similarly$ there have been marked declines In infant
mortality over the same period. In 1960 the Infant mortality rate (IMR) was 
estimated to be over 100 per thousand, while In the 1970's most estimates had 
it below 70 per thousand. 

The low general mortality rate masks, however, the fact that most of the

deaths that do occur In the Philippines are among the yonwhereas in the
industrialized countries most death occur amo the elulgy1. Fothiiau.

life expectancy Is considerably lower in the Pilippines than, say, In

France. Goth'countries have tDRs of 10, but life expectancy in France is 73
 
years, while In the Philippines It Is around 60, This reflects both major

diffeences In the age structur of more and less developed countries and

differences In the patterns of disease. In fact, the low crude death rate In

the Philippines is itslf a reflection of the very y population that

results from an excessvely high birthrate. Thus, te low death rate'should
 
not be taken as an Indication that there are few public health problems. The

infant mortality level, while not among the highst In the Third World,

clearly reveals continuing problem of malnutrition, low resistance to

disease, and consequent hi prevalence of respiratory and diarrheal diseases
 
among pre-schoo.l children. 

Asecond factor to be considered In any assessment of Infant mortality it its

varlabllty across geographic regions and socioeconomic groups. For while

national averages my be coprtively low, they can also obscur important

differentials within the popultion. In fact, in the Philippines, there are
marked varlationsin the levels of infant mortality, both by region and by
socio-economlcoi . In terns of regional varislons, Infant mortality
res from a hi if around 90/1000 In the Estern Visayass Northem

indaao, and the Cagayan Vallsy, to a low -o. around 0/1000 in Central

Luzon. This fairly wide range reveals that several areas of the Philippines
suffr from conditions that are quite depresM by any standard. 
part from the Issue of geographical distribution of Infant mortality, It is


important to note several distinctive sooio-sconomio correlates of mortality
 

SPlease recall that Infant mortality atistics are usmuly quite Inaccurate 
In LO~s. The Philippins is no exception. 
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differentials. A number of socio-economic variables are strongly associated
 
with infant mortality, according to Concepcion's recent analysis of survey
 
data.* Foremost among these are access to clear water, women's education,
 
women's employment (especially off-farm), family income, and place of
 
residence (urban vs. rural). One must take care in looking beneath these
 
simple correlations when attempting to ascribe causality. (Is the presence or
 
absence of piped water a direct (biological) or indirect (income-related)
 
"determinant" of mortality?) However, combining what is known about regional
 
income and overall development differentials with the socio-economic factors
 
just discussed reveals what appears to be a fairly close fit between poverty
 
and mortality. The places where the poorest (often landless) live are also
 
those in which mortality is highest.
 

Undernutrition is a serious problem for a significant segment of the 
Philippine population, most notably infants, pre-school children, and pregnant 
and lactating women. At present, tre main reason for inadequate and food 
intake is low incomes and a consequent low purchasing power. In 1978, the 
nationwide nutrition s'rey conducted by FNRI revealed that households with 
incomes of less than 500 pesus per capita per year had an average daily per 
capita intake of 1,650 calories which represents roughly 80 percent of the 
recommended dietary allowance. On the other hand, households with incomes 
greater than 500 pesos per capita per year had an average daily per capita 
intake of 1,940 calories, which represents 95.5 percent of adequacy. Finally, 
therr is also evidence that specific nutrient deficiencies related to goiter, 
anemia and Vitamin A deficiency exist. 

Additional survey information suggests that there is poor distlibution of food
 
within families. Adult males in the household show a higher caloric intake
 
indicating that less food is available for the women and children. This
 
situation contributes to the poor nutritional status of a large percentage of
 
pregnant women, often leading to the delivery of low birth weight (below 2.5
 
kilograms) babies. Low birth weight in turn influences neonatal mortality,
 
contributes to high rates of mortality and morbidity in the first five years
 
of life, and may adversely affect the individual's potential for development.
 

In sum, inadequate child spacing and the consequent drain on maternal
 
nutritient stores lead to a relatively high incidence of low birth weight
 
babies. A significant number of babies become undernourished. Undernourished
 
infants and children are highly susceptible to certain diseases, including
 
respiratory and dlarrheal diseases -- the two principal causes of the high
 
infant and child mortality rates. If a child survives the first five years of 
life in the Philippines, he or she is likely to live just as long as a North 
American, European or Japanese child. However, expectation of' life at birth,
 
because of the syndrome of undernutrition and infant and childhood diseases
 
just portrayed, is nearly a decade less.
 

* 	 Mercedes Concepcion, "Factors in the Decline of Mortality in the 

Philippines, 1950-75," unpublished memo, 1980. 
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The Philippines has developed PHN priorities that implicitly recognize the
 
importance of undertaking the key interventions to deal with this syndrome:
 
nutrition surveillance and child feeding, family planning, and selected
 
primary health care services. The Multi-Year Population Strategy and the
 
various health and nutrition project papers of the past three years fully
 
describe the network of service delivery systems. It needs only be said here
 
that, more than most developing countries, the Philippines has chosen to mount
 
largely independent categorical, or vertical, programs, each of which
 
addresses one of the program areas just mentioned.* AID has been a willing,
 
sometimes even eager partner in this program development process. The
 
Commission on Population runs the Population Outreach program; the National
 
Nutrition Council coordinates the Philippines Nutrition Program; and the
 
Ministry of Health is engaged in the nationwide implementation of a primary
 
health care system under the auspices of the World Bank's Population II
 
project. The Ministry of Health program is not yet fully operational. The
 
argument in favor of the vertical approach is that, in various other
 
health-related fields, it has proven to be more effective in achieving the
 
desired goal than have integrated, multi-purpose programs. The malaria and
 
smallpox eradication campaigns are octen used as examples. The principal
 
argument against the categorical approach is that it is comparatively
 
expensive and that it fails to capitalize on the natural complementarities
 
that exist between maternal-child health, nutrition, and family planning.
 
USAID's approach to this issue is considered in detail in the section which
 
follows.
 

Strategy for the Application of A. I. D. Resources to Population, Health, and
 
Nutrition Issues
 

It seems clear that, between fertility and mortality reduction, the former has
 
higher priority in the Philippines situation. The country is past the
 
mid-point of the "demographic transition" .--a time when fertility is still
 
reasonably high while mortality is quite low. This is not to say that
 
mortality, especially infant and child mortality, is not a problem. As the
 
last section demonstrated, infant/child mortality remains an important
 
development problem in the Philippines. However, in a situation of scarce
 
resources and intensely competing demands for those resources it must be
 
acknowledged that fertility continues to demand higher priority.
 

Because the Mission has written extensively about population in its detailed
 
Multi-Year Population Strategy, it is not necessary to review the Mission's
 
approach in detail here. Suffice it to say that the strategy emphasizes the
 
delivery nationwide of family planning services to a pooulation in which there
 

The Restructured Rural Health Care Delivery System of the Ministry of
 

Health is a comparatively recent effort to provide complementary HPN
 
services, but it exists side by side with independent national population
 
and nutrition programs.
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is considerable evidence of a latent demand for these services, while at the
 
same time addressing itself to the less direct determinants of fertility that
 
are likely to affect family size norms and child-bearing behavior for some
 
years to come -- Section 104 (d).
 

In turning, then, to the question of mortality control, two issues become
 
important. First, are there fertility-related aspects of a mortality control
 
undertaking that would produce greater declines in fertility than could be
 
gained from a fertility-control program alone? Second, is the mortality
 
problem of stfficiently high priority to represent a legitimate claim on AID's
 
very scarce resources?
 

The answer to the first question depends on whether or not the probability of
 
survival of children already born affects subsequent child bearing behavior.
 
The "child survival hypothesis" argues that if parents can be reasonably
 
assured that their currently living children will survive, they will have
 
fewer children overall. Thus, in the aggregate, the hypothesis says, 
declining infant mortality will lead to declining fertility. In fact, the 
child survival hypothesis remains the subject of coniderable coIruvuiby. 
Evidence can be generated both to support and to refute the hypothesis. The 
literature is far from unanimous on the subject. However, notwithstanding the 
difficulty of finding conclusive confirmation of the hypothesis, and 
recognizing that fertility apparently can decline even in the absence of 
significant declines in infant mortality, it is striking that there is no 
country in which a significant and sustained decline in fertility was not 
preceded by an important decline in both general and infant/child mortality.* 
Certainly this has been the case in the Philippines. The fertility decline 
that has occurred has tended to follow a prior decline in infant and young 
child mortality. Consequently, we accept as an important assumption of this 
strategy that further declines in infant/child mortality will be required 
before fertility will fall to satisfactory levels -- i.e., below 20/1000 by 
the year 2000. Indeed, there is considerable evidence that the decline in 
fertility that has occurred has been heavily influenced by risJng age at 
marriage. Since the average age at marriage is now approaching the high 20's 
for men and the mid 20's for women, it is expected that age at marriage will 
have less and less effect on future fertility and that the declines that must 
occur if the 20/1000 goal is to be reached will have to occur as the result of 
declining marital fertility. 

We do not mean to imply single factor causality. Clearly fertility is a
 

function of many different variables. It may be, however, that mortality
 
decline is a necessary if not sufficient condition of subsequent fertility
 
decline. Furthermore, it is arguable that fertility control programs,
 
through increased birth spacing, help to lower mortality, thus creating a
 
mutually reinforcing cycle of fertility and mortality decline.
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It is thus the Mission's conclusion that interventions that are designed to
 

bring about lower rates of infant and child mortality are required as part of
 
a comprehensive fertility control strategy. There is a strong fertility
 
rationale for health programs which emphasize reductions in infant and young
 
child mortality.
 

Beyond the child survival hypothesis, there is another important reason for
 

A.I.D. to remain concerned with infant and child health care and mortality
 
prevention in the Philippines. As the descriptive section of this paper
 
noted, the Philippines currently has underway a series of categorical, or
 
vertical, social services delivery systems. The immediate and longer term
 
cost implications of these separate and often overlapping systems are
 
considerable. Furthermore, there is substantial evidence that if these
 
services were offered in a single "package," there would be mutual
 
reinforcements among the different components that would make each more
 
effective than it is when delivered alone. Thus, maternal and child health
 
care, nutrition, and family planning, when delivered as a package of primary
 
health care, can achieve greater impact than can be achieved when they are
 
delivered separately. Extensive field research in various parts of Lh. ,c.
 
demonstrates that an effectively delivered package of primary care can have
 
real impact on both fertility and infant/child mortality. Although the debate
 
continues between advocates of vertical vs. integrated health programs, even
 
the advocates of vertical programs agree that where the possibility of genuine
 
combination of services exists (because the essential delivery system is
 
already in place), it is preferred in terms of cost-effectiveness.
 

The Philippines is much further along than most developing countries in the
 
establishment of a health or health-related service delivery capability at the
 
barangay level. Furthermore, communication, logistics and transportation
 
networks are well enough established that such primary care delivery systems
 
can be established without undue difficulty and then maintained in most of the
 
places where they do not currently exist. On a national scale, the Population
 
Planning II Project and the Barangay NutritJon Scholars demonstrate the
 
feasibility of training, deploying, and supporting barangay level social
 
service workers. AID's PUSH and Bicol Integrated HNP projects and the
 
W.H.O.-supported Tacloban (Region VIII) rural health project, among others,
 
demonstrate on a regional level the operational feasibility of providing
 
primary health care services in the Philippines. What is required at this
 
point is a political decision to gradually combine the delivery of the most
 
essential primary health care services at the barangay level. That decision
 
has yet to be taken despite the acknowledged high cost of maintaining separate
 
vertical programs. On the other hand, the Ministry of Health is publicly
 
comrnitted to the Health for All by the Year 2000 goal of the World Health
 
Organization and is in the midst of planning and initiating the implementation
 
of a national primary care program. The Mission assumes that the Government
 
will gradually effect a transformation to a more fully rationalized system of
 
primary care.
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The foregoing may seem a bit glib to those who have criticized AID for its
 
support of vertlcal programs up to the present. While acknowledging the
 
legitimacy of this criticism, the Mission notes that there are still few
 
barangays in which one can find more than one type of outreach worker. In
 
other words, there is still time to retrain existing workers to become primary
 
health care workers as the planned primary care system expands. The workers
 
in population and nutrition who are currently supported under AID projects can
 
become multi-purpose workers in a primary care system.* The changes in policy
 
that must accompany tnis shift are high on the Mission's agenda.
 

Assuming these policy changes will occur and that the Government will pursue
 
its commitment to HFA/2000, the Mission proposes a health sector strategy that
 
centers around the notion of selective primary care as the major vehicle for
 
the delivery of fertility and mortality control services. All of the elements
 
that are required to bring about significant further declines in infant and
 
child mortality are incorporated in a selective primary care approach except
 
one, the increased availability of nutritious foods to families with
 
malnourisheo children or children at risk of becoming malnourished. Other
 
elements of the nutrition requirement can be handled under the primary cre(
 
concept, i.e., nutrition education (including encouragement of breastfeeding)
 
and nutrition surveillance through the regular weighing of infants and young
 
children. The Government's policy (and hence AID's position) on the question
 
of food consumption is the subject of intense internal debate as of this
 
writing and will be the subject of a separate treatment.
 

With a primary care package, the critical elements of a fertility and
 
mortality-centered approach, besides nutrition, are; I) early case detection
 
and referral/treatment, as appropriate, of upper respiratory and diarrheal
 
diseases; 2) family planning;** 3) encouragement of breastfeeding
 
(mortality, nutrition); 4) immunization for OPT and tuberculosis;
 
5) Immunization for neonatal tetanus; and 6) health/hygiene education
 
(including sanitation). Barangay level workers can be taught to deal with
 
each of these areas effectively and in a way that creates mutual
 
reinforcements among the individual Intervention.
 

* 	 Thus, the following general strategy should not be seen as an abandonment 

of AID': current commitment to the population, health, and nutrition 
projects Jt supports. We seek to support the Government's own commitment 
to primary cere while preserving the best in the categorical activities
 
that are currently underway.
 

** 	 Family planning services represent more than just a fertility control 
measure. Family planning is also a very Important (some think the most
 
important) maternal health measure.
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Since AID is but one actor on the scene, it is important to note that several
 
other donor agencies play key roles in the population, health, and nutrition
 
field. While AID is the major donor in population, especially Outreach, the
 
World Bank, through its Population I and II loans, is providing large-scale
 
support to the Ministry of Health for both family planning and primary care
 
training and infrastructure, UNFPA provides important supplementary
 
assistance in the population sector. UNICEF provides assistance in health
 
(especially oral rehydration therapy) and nutrition. W.H.O. provides
 
technical assistance in all three areas, but especially in preventive health
 
and disease control. Because other donor assistance is available for a
 
variety of PHN activities and especially for capital and recurrent costs, and
 

because AID's health sector resources will be quite limited for the next few
 
years at least, it seems reasonable to attempt to capitalize on AID's strong
 
comparative advantage as innovator and risk-taker -- a role that is
 
particularly suitable given our comparatively large resident technical staff
 
and longer exposure to development programs in the Philippines.
 

This consideration leads directly to the central element of the Mission's PHN
 

strategy: the financing of primary care. Just as the Agcncy:s resGur.c.
 
too limited to permit large-scale water and sanitation investments in the
 

rural areas, so also will it be impossible for AID to underwrite the costs of
 
developing and sustaining a comprehensive primary care program. Indeed, even
 

with their considerably greater resources, the international development banks
 
lack what is required to build and maintain an effective primary care system.
 
Only the Government can generate the financial resources that will be
 
required. But the central Government also cannot afford the full costs of an
 

effective primary care system. In the final analysis, in order for a primary
 
care system to be established in the Philippines that provides hign quality
 
services that meet real health needs, most of the costs will have to be
 
absorbed by the communities in which the services are delivered. That is the
 

major challenge that faces the Philippines: how to finance primary care. The
 
basic shape of-the service delivery system is known. The key services to be
 
provided have been identified. The major unanswered question is how to pay
 
for the services and, more specifically, how to pay the primary care workers
 
enough so that they will provide the quality of service that people truly
 
value. The Mission believes that AID can make a unique contribution in
 
assisting the Philippines to systematically explore alternative mechanisms for
 
the financing of an integrated primary health care delivery system that
 
emphasizes the reduction of fertility and infant and young child mortality.
 

USAID/Philippines has considerable experience with the financing issue because
 
of its prior and current support of projects which employ paid Outreach 
workers. Population Planning I and Population Planning 11; Panay Unified 
Services for Health, and Dicol Integrated Health, Nutrition, and Population; 
and Food and Nutrition all have involved full or partial salary payments or 
stipends to field workers at the barangay level or just above that level. Two
 
main conclusions emerge from this sustained support for such workers.
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First, it seems clear that some form of financial remuneration is required to
 
sustain worker motivation over an extended period. While the spirit of
 
voluntarism and the camaraderie of a good training experience can produce high
 
levels of worker performance initially, this enthusiasm wanes quickly unless
 
there is some form of incentive to continue to provide the services for which
 
the worker was trained.
 

Second, recent experience has shown that the structure of revenue collection
 
and control in the Philippines makes it all but impossible for local
 
governments to assume 100% of the recurrent costs of barangay-level service
 
delivery programs. While the final verdict on this issue is not in, the
 
Mission has been disappointed that the planned local government assumption of
 
Full-Time Outreach Worker (FTOW) salaries did not occur in Population Planning
 
II. Population Planning III, PUSH, and Bicol IHNP are all designed with the
 
expectation that the Government will assume recurrent costs by the end of the
 
project. Past performance and what we know about current revenue-raising and
 
disbursing capabilities gives the Mission continuing concern about the
 
financing issue. It seems probable that efforts to transfer the costs of
 
primary care to the local level will require the identification of mechanisms
 
additional to or other than local governments for the generation and
 
management of funds.
 

Finally, a note on the relationship of this health sector approach to the
 
overall regional strategy of the CDSS: The Mission is not proposing
 
necessarily to restrict population, health, and nutrition activities to the
 
CDSS regions despite the fact that two current health projects, PUSH and Bicol
 
IHNP, are limited to portions of Regions VI and V, respectively. However, to
 
the extent possible, the effort to test out alternative financing approaches
 
will be carried in one or more of the COSS regions.
 

As regards population, the population problem is national and AID has been
 
associated with the national program for several years. The costs of a
 
population program are small in comparison with other development programs and
 
AID's resources in this area are sufficient to support a national program. A
 
decision by AID to restrict resources to the COSS regions would result in very
 
uneven coverage by the national population program.
 

Second, while the strategy that has just been outlined does not lend itself
 
particularly well to regional implementation once major policy decisions have
 
been reached, it is the Mission's intention to support the research and
 
development phase in regions identified in the CDSS for AID concentration.
 

O/PHN:SWSinding:jtc
 
04/10/81
 



C
ANNEX 


SAMPLE FINANCING SCHEMES
 

Agricultural Marketing Cooperative (AMC) Health Insurance Scheme
 

The following scheme was described in general terms by Dr. Carl Stevens as the
 
result of a consultancy in February, 1982 during which he investigated the
 
feasibility of establishing health care financing schemes In Regions V and
 
VI. Dr. Stevens consulted with officers of Samahang Nayon Cooperatives (SNs)
 
and AMCs, who expressed definite interest in the establishment of health
 
schemes for their membership.
 

Agrarian reform legislation required all beneficiaries to become members of
 

SNs. The SNs themselves, now sponsored by the Bureau of Cooperatives of the
 

Ministry of Agriculture (recently transferred from the Ministry of Local
 
Government), are now regarded as permanent, mainstay cooperatives to receive
 
major emphasis in the coming years. SNs are local organizations, at the
 
barangay level, a typical such cooperative having a membership of about 60
 
households. There are about 10,000 SNs that can be really identified as
 
organizations although at present, of these, perhaps 4 to 5 thousand are
 

robust, effectively functioning organizations. Presumably, under the aegis of
 
the Bureau of Cooperatives, this number may be expected to increase.
 

The general outline of a likely organizational format for an alternative
 
financing/delivery system, might be as follows:
 

A crop-based social amelioration fund (referred to as the Fund) would be
 
established. A group of SNs would contract with the Fund to implement a basic
 
health service program for their members. Under the terms of this contract,
 
the Fund would make a contribution on health-insurance account to the Coops
 
and they in turn would agree to provide matching funds from their own
 
savings. Members of SNs would contribute a percentage of harvest to the
 
Guarantee Loan Fund Act at one percent of the gross value of the output of all
 
of the members.
 

It would be agreed that the Insurance fund built up in this way would be used
 
exclusively for health services for the membership of the Coops. The Coops
 
would then contract with health-service providers on behalf of the membership,
 
compensating the providers on a capitation (so much per member per month) or a
 
salary basis. Providers might be full-time, part-time or some mix of the two
 
depending upon the number of beneficiaries to be served and hence, the demand
 
for various types of service. Each beneficiary would be entitled to a drug
 
allowance. And there might be a provision for some consumer cost sharing for
 
drugs and perhaps services (i.e., out-of-pocket payments by the beneficiaries
 
set at some percent of the cost of the drugs or services). The Coops would
 
negotiate with providers for favorable rates of compensation and with .
 

suppliers of drugs, medications arid other supplies for favorable prices for
 
these inputs. Since the Coops membership would represent a substantial
 
market, the Coops should have some bargaining power, at least where
 
alternatives exist on the supply side of the market.
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Prior to commenting upon the advantages and disadvantages of schemes
 
constructed along the foregoing lines, it will be well to address a few
 
remarks to the supply side of the market.
 

The Question of Resources on the Supply Side
 

Will the real resources (mainly, health manpower, drugs and medications) be
 
available such that the Coops can in fact contract for the provision of
 
services for their members? To answer this question would require some
 
detailed study of each market area proposed for the implementation of such
 
schemes. However, some preliminary comments may be in order.
 

It is of course true in the health-services sector that demand will not always
 
evoke an effective supply response without planned interventions on the supply
 
side. Nevertheless, frequently this is a realistic possibility and one which
 
is often overlooked by health planners who tend to be preoccupied with planned
 
interventions on the supply side. In this context, it was pointed out to me
 
by one respondent in Region V that the advent of MEDICARF in the Philippines
 
did evoke a supply response in the market for hospital services, i.e.,
 
hospitals started appearing all over where there had been none before.
 

This probably and accurately depicts the course of events to be expected for
 
supplies such as medications, drugs, ORT salts, etc. MOH systems around the
 
world exhibit a chronic incapacity to cope with what has come to be known as
 
the "logistics" of drug supply. Private marketeers, on the other hand,
 
exhibit no such incapacity. In most situations, if there is a demand for
 
supplies of this kind, the private market will get them there, with no need
 
for a health-plan manager to fret about "logistics". As evidence of this, it
 
appears that in the Philippines, the sari-sari stores operating in the rural
 
areas routinely stock a fair selection of medication and drugs, including
 
antibiotics, for over-the-counter purchase. The capacity of this distribution
 
channel will presumably be enhanced by the MOH's Botika Sa Barangay Project
 
(drug outlets to be operated by existing sari-sari store owners). According
 
to the Annual Report for 1981 of the MOH, Regional Health Office No. 5, there
 
were as of December 31, 1981, 2,242 operational Botikas Sa Barangay.
 

Health manpower is a different kind of problem, e.g., for high-level manpower,
 
lags exist in training times as well as bottlenecks in the training sector.
 
However, pending a longer-run supply response, it will be possible in some
 
situations to rely upon existing health manpower. There are private practice
 
physicians found in many of the municipal center (poblacions) on Panay
 
Island. The Coops might contract with these physicians to provide services on
 
a "per session" basis. In Region VI, there are considerable numbers of
 
already trained midwives and nurses who now work as clerks, etc. rather than
 
in the professions for which they were trained. This is due to a lack of
 
effective demand for their professional services. Some of' these professional
 
providers might respond to the opportunity afforded by the alternative
 
financing schemes to come back into the medical-care market. Where BHWs of
 
the type fielded by the PUSH and health projects are in place, ways might be
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found in which some of the services they can provide could be contracted for
 
on a part-time, per session basis,
 

Some Advantages and Disadvantages of the Fund/Coops-Type Scheme
 

The advantages of this (or any other) scheme are to be considered relative to
 
the next best alternative actually available (or likely to be available) to
 
the beneficiaries. For most residents in rural areas in the Philippines, the
 

next best actually available alternative would be the present situation of
 
out-of-pocket payments in the private sector for services provided on a
 
fee-for-service basis by western-medicine or traditional practitioners.
 

It appears that individuals who feel in need of medical treatment usually
 
initially resort to self-medication, obtaining drugs from pharmacies,
 
sari-sari stores or perhaps traditional practitioners. If beyond this a
 
consultation is required, they will seek a private practitioner (which may
 
include MOH personnel acting in a private capacity). (Even if they seek care
 
from the MOH system, as such, they may be required to make a "donation" on the
 
order of what would have been the private sector fee.) This infcrfn-t±:n er:'
 
Dr. Theresita R. Lariosa, U.P. School of Public Health is consistent with
 
information from other sources.
 

As compared with "going bare" as the lexicon would have it, i.e., sole
 
reliance upon out-of-pocket payment to finance our demand for medical care,
 
the advantages of health-insurance seem obvious. Generally speaking, farmers
 
(and others) organize themselves into coops of various kinds (producers coops,
 
consumer coops) in order to gain the advantage of collective action
 
(bargaining power) of this kind in transacting with others. One way to look
 
at the Fund/Coops type of schemjs is that it is another instance of this
 
general institutional strategy, this time on the demand side of' the market for
 
medical services. The individual consumer of health care has very little
 
bargaining power vis-a-vis the fee-for-service provider in the medical market
 
place. On the other hand, if Fund/Coops could, because of their collective
 
bargaining power, contract with providers for the provision of services to be
 
compensated on a capitation or salary basis (or, failing this, on a
 
discounted-fee basis), considerable savings might be realized.
 

Another frequently adduced advantage of capitation or salary remuneration
 
schemes for providers is that, unlike fee-for-service, they do not afford an
 
irnentive for "unnecessary" treatment. Thus, cccordlng to Dr. Lariosa, the
 
standard fee in the rural areas of Region I for an injection is V8.0, where
 
the cost of the medications used may be in the PO.5 to PO.8 range. There
 
would appear to be some room for bargaining in this situation. Similarly,
 
there may be room for bargaining with respect to prices for medications and
 
drugs, per se.
 

One might Inquire at this point why bother about Samahang Nayons and the like, 
why not just organize outright consumers coops for the purchase of medical 
care. One answer Is that Fund-Coops schemes and the agriculture coops, as an
 

/ 
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official part of organized agriculture, are more natural contractors with the
 
Fund component. But there is another point to be made in this context which
 
goes to a very important advantage of the Fund/Coops type scheme. There is a
 
necessity for a sturdy organization framework to provide an aegis for health
 
insurance in rural areas. To afford maximum benefit to consumers,
 
participation in health-insurance schemes should be in some way a
 
collective-consumption decision. Owing to adverse risk selection factors,
 
insurance schemes in which beneficiaries are enrolled as individuals always
 
entail much higher premiums than schemes under which beneficiaries are
 
enrolled as members of groups (usually, groups of employees, as one advantage
 
of employmnt-related health-insurance schemes is that these afford a natural
 
mechanism for group enrolment). Fund/Coops schemes afford a natural mechanism
 
for group enrollment of those who live and work in the rural, agriculture
 
economy.
 

In terms of possible disadvantages, since not everyone in the agriculture work
 
force is a member of effectively organized agriculture (coops or other
 
organizations), such schemes cannot cover the entire agriculture work force
 
and that such schemes are in a sense unfair to those Ah cann3t rc
 
This objection is not be to dismissed lightly. Equity is a prime
 
consideration. Implicitly or explicitly, proponents of this view hold to the
 
position that we should work for and hold out for one, grand monolithic scheme
 
which in the not too distant future would effectively cover everybody. Their
 
position would be stronger if this were a realistic probability, which it may
 
not be. It is more likely that the health-services sector will evolve in a
 
heterogeneous way with different consumers obtaining services in different
 
institutional contexts. And, without the development of alternative
 
social-financing schemes, too many of these contexts will leave many consumers
 
who can ill afford it making out-of-pocket payments for services provided in
 
the private sector on a fee-for-service basis. Moreover, the equity argument
 
cuts several ways. Thus one might inquire whether it is fair to deny those,
 
who are organized such that they can take advantage of collective action, this
 
opportunity just because everyone is not so organized? It seems to me likely
 
that in the longer-run configuration of the health services sector, consumers
 
who do not have access to alternative social-financing schemes will obtain
 
services from the MOH system or something like it.
 

What might be regarded as another disadvantage of Fund/Coops type schemes
 
relates to various aspects of their income-distribution implications.
 
Generally speaking, those who live and work in the urban, modern economy have
 
higher incomes than do those who live and work in the rural, agriculture
 
economy. Contributions to health insurance funds built up on crop levies and
 
the surplus of coops are taxed such that the incidence may fall mainly on the
 
factors of production in agriculture. To the extent to which this is true,
 
the poorest sector of tne economy is being asked to bear the burden of its own
 
health-care consumption. This, it may be argued, is inequitable, i.e. the
 
richer sector (individuals) in the economy should be required by the financing
 
schemes to subsidize the consumption of health-care services by the poorer
 
sector (individuals). Whether or not one shares this particular
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income-distribution preference, there are also practical questions to
 
consider. It is true that, to the extent that MOH-type systems are financed
 

from revenues yielded by progressive taxes and deliver services to those in
 
the lower end of the income distribution, some desirable income redistribution
 

is in this way achieved. However, the search for alternative financing
 
schemes has become a lively concern in many LDCs in part precisely because of
 

the apparent incapacity of Ministry of Health-type systems to obtain the
 

financing necessary to deliver an acceptable level and quality of services,
 
particularly to those who live and work in the rural, agriculture economy.
 
Again, the point is that we need to compare our alternative financing schemes
 

not to some ideal state representing the best of all possible worlds, but
 
rather to the next best alternatives which are apt to be available to the
 
beneficiaries of these schemes.
 

Rural Enterprise Related Financing Scheme
 

The enterprise-based health care financing scheme is a prototype scheme which
 

has been utilized in several projects in the coLntry. Samples of such schemes
 
are the Davao People's Foundation Katiwala Project in Davao City and the
 

Sudtonggan Project in Cebu.1 Inboth cases, members of small organizations
 
involved in income generating projects agreed to utilize a percentage of the
 
profits from the productive activitiFs to finance health care services. While
 
there could be a great deal of variety in the complexity of the schemes and
 
sophistication of the services offered, the viability of the scheme depend on
 
the financing generated by the rurbl enterprise and on the organizational
 
structure normally associated with thC enterprise.
 

In both of the schemes of this kind documented by Alfiler, the enterprises
 
were established primarily to provide additional income to very poor groups of
 
people. The financing of health services was added on because of the
 
perceived inadequacy of the services the members were already utilizing. In
 
both cases, members of' the enterprise were consulted and they voluntarily
 
agreed to the conditions of the scheme. Ih mai!aners of the enterprise then 
assumed responsibility for organizing tne health delivery mechanism. 

The exact structure of suchi schemes would depend a great ueal on the financial 
stability of the enterprise, the accessibility, acceptability and 
affordability of alternate health services, the administrative capability of 
the enterprise's manager(s) and the willingnesS of' the members to pa.ticipate 
in the scheme. In most cases, it would make sense For a scheme to evolve 
gradually, beginning with a fairly simple mechanism for obtaining a limited 
number of primary health ca'e services to a more comprehensive health care 
plan involving larger funding arrangements and more complicated administrative 
structures.
 

1_/ 	Local Resource Utilization Schemes for Selected Community-Based Primary
 

Health Care Projects inthe Pnilipplnes,_ Alf ller, M.C. Nov. 1982.
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A very simple scheme might include the following:
 

(1) 	A full-time barangay health worker would be selected and trained in one
 
of the on-going BHW training programs. The MOH Rural Health Unit
 
located in the nearest poblacion would be requested to provide technical
 
supervision and support to the BHW. The BHW will receive administrative
 
and financial support from the enterprise management group including a
 
small operating budget for travel and expendable supplies.
 

(2) 	A small health station could be constructed (or the barangay hal.t
 
utilized) as a center for health activities. The BHW would be
 
responsible for family health records, including a list of children
 
needing immunization every quarter. The BHW would arrange for RHU
 
personnel to administer the immunizations on a quarterly schedule. The
 
BHW would also keep an RHU-provided supply of Oresol (oral rehydration
 
packets) and contraceptives (from POPCOM) and make sure that adequate
 
stocks are maintained and distributed free of charge.
 

(3) 	Fund raising campaigns will be used to purchase weighing scales ano
 
other one-time expenditures. Bandages and other expendable first aid
 
supplies and folders for family records will be taken from the
 
enterprise funds set aside for health. The enterprise treasurer would
 
provide the BW with travel money as needed and funds to L'uy the items 
mentioned above. Expenrditures would be reported to members on a 
quarterly basis.
 

(4) 	 A botica sa barangay would be established using free drug samples and 
purchasing drugs initially with the enterprise funds. Drugs will be 
sold at cost or a small mark-up to provide for resupply of stocks. The 
treasurer and 1311W would purchase drugs during trips to the poilacion. 

(5) 	Non-assocJation users of 1311W services would be charged a service charge 
per visit in addition to the cost of any drugs needed. 

(6) 	 An emergency medical fund could be maintained by the enterprise. In the 
event of death or hospitalization of any irr ediate family mefrmaer of the 
workers, the family would be eligible for a pre-determined amount during 
a one 	year period.
 

(7) 	The BMtW would actively promote family planning among the famille; and 
keep records on pregntancies and contraceptive use. irfe would teich the 
value of and demon,;Irate tLh tu';e: of Oresol, monLtor growtti of under-lve 
children, provide nutritional d fjr preiwfdrt wo'nen idfld lnlfl,uldai "ce lil 
teach ruothers how to faria fuvur.; and treat si ple ch ildhlood olt eir; 
She will ilrlrng r,jq rral , to LI IMdU or rearest ei1wrgi1:jrcy hIOJ., jtal 
as neces iry... 

LoiTrtnJi.ty
(8) 	A health cimipl it)i funtJ cutild bt irAritairtd to lk ridil 
projects li1ke ! o , cU,,i Jrity qadrderIs, a,,ii -,u on . I111, 11W wouldSd LitatA 

get the membershlp's concurrence to ulilize tho,, fud,(j.
 

V\P4 

http:LoiTrtnJi.ty
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The simple set of services desor bed above can be financed and managed fairly 
easily by even a small and relat vely inexperienced rural enterprise
association. Problems can occur wit accountability of funds and fluctuations 
in the profits generated by the. turprise. However, enough experience exists 
now to help structure sur shs in ways which help avoid these problems, 

More sophisticated services can aadded on to the basic package as finances 
and organizational capabilit y reses. It is important to maintain a 

tr- health-tohave-a.grtdemand. funds and emergency 
medical funds are not often vi ad b health planners as essential basic R 
services, however they are ye mu in demand in the rural Philippines and 
may form an imporant selling mt for the whole package# 

impact with services which S4= whiehIe -~Mortuary 

The major disadvantage of the nterprise. scheme is that the schem le .s.d 
dependent on the financial he th of the nteprise Itself. In the case or 
the Sud-tongan Project in C a decli eprofitability of the rock 

€lee-I ir ability to finance the social services fromindustry seriously disrupted
the-profits. They have now d versified their sources of income but there will 
clerly be a delay period be the copoEnsity recversh from the decline in 
their previous mainstay Indus .Clearly, a feasibili study for the 
initiation of such a scheme Idtry to anticipate simlar proiblems and 
build in alternate funding s es whenever possible, It should also be 
pointed out that this parti 1or disadvantage also affects people who are not 
participants in health care tinancingechemes, i.e. general decline in family 
income adversely affects health expenditures, 

The advantages of enterprise-based schemes are fairly evident. na typical 
rural environuent where excess liquidity for families is uneven over time and 
small in anygcase, it is less of a burden to tax a"profit making eterpris
collectively_'than the family directly. The size or the health fN4Atens to 
remain more constant and predictable and therefore fInancial plannng s 
easier. And perhaps most importantly, the problems. of indvidual collections 
are elimiated_ i, the problems associated with collecting late payments, or 
interrupting service to those who do not maintain payments.
 

As in many other kinds of schemes, careful procedures wll have to be built
 
Into the structure of the scheme to minimize risk of an Individual absconding

tunds or. taking on aon, unacceptable. amount of decision making authority on
 
behalf of the, membership. Written expenditure reotu "distributed to the 
memberships, periodic audits of reod correct bI~n procedures, election 
of managers and .consulting the membershp on=xpndi*ttrV*plans all serve a 
safeguards against such aouses. 
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Hospital-Based Primary Health Care Scheme
 

There are numerous private or government hospitals who could pilot test
 
insurance schemes similar to the Medicaie Phase II pilot project in Dumarao,
 
Capiz descirbed by Alfiler.!/ The structure of this kind of scheme might be
 
as follows:
 

Clients would be required to pay a fixed monthly premium in exchange for a
 

basic service package for themselves and immediate family members. The
 
services would include a full-time Barangay Health Worker or Midwife trained
 
and supported by the hospital for each participating barangay, free outpatient
 
consultations with one of the hospital based physicians if referred by the
 
BHW, subsidil I in-patient care up to certain limits, and a yearly drug
 
allowance. In this manner, the hospital could operate a three-tiered service
 
and referral system.
 

At the barangay level, the trained "hilot", midwife or skilled BHW would serve
 

as the primary contact point. Their dutiEs would include providing a set of
 
preventive and basic curative services and referring cases needing
 

professional attention to the hospital physician located in the poblacion.
 
The services provided would be immunizations, family planning motivation and
 

contraceptive supplies, growth monitoring and nutrition education for young
 
children, pre-natal and post-natal care for pregnant women (plus deliveries
 
for low-risk mothers), first aid, Dotica sa barangay operations and promotion
 

of oral rehydration therapy. Hospital staff would provide technical
 

supervision and commodity support for the barangay workers. Secondary level
 
care would be provided by the hospital physicians to patients referred through
 
the Barangay worker. For those who are members of the health scheme,
 
consultation would be free. Drugs purchased either at the Botica sa Barangay
 
or hospital pharmacy (or other commercial outlets) will be reimbursed up to a
 
pre-determined limit per family.
 

In-patient care would be available to members at highly subsidized rates for
 
confinement not exceeding a certain number of days at the subsidized rate.
 
For cases needing more specialized attention, the hospital will refer patients
 
to the nearest facility but reimbursements will not exceed the established
 
rates 	for the base hospital.
 

Premiums would be payable in monthly or quarterly intervals at the hospital
 
accounts office. Benefits will not begin until a certain minimum number of
 
months had been collected (say three months which could be paid for in a lump
 
sum). This would be to discourage people from paying sporadically, only when
 
they are ill. Special discounts and other incentives will be offered those
 
who maintain regular payments. 

.	 Local esource Utilization Sclhemes for Selected Communty-Based/PHC 
projects In the Philippines, M.C. Alfiler, November 1982. 



-9-

Advantages and disadvantages
 

The principal advantage of this type of financing scheme is the good technical
 
and administrative support capabilities provided by having the scheme mcnaged
 
by the hospital. Because of the structure of the scheme, the financial
 
incentives exist for the hospital to keeping in-patient stays minimized to
 
reduce their own costs. There are disincentives for patients to seek care
 
elsewhere and to conserve on their hospital stays. The screening function
 
performed by the barangay worker will help conserve on out-patient visits
 
requiring the doctors time for simple'complaints and preventive care. The
 
screening function also insures that more chronic illnesses or serious cases
 
needing medical attention are referred early enough to avoid or minimize
 
prolonged hospital stays.
 

The disadvantages are also several. This kind of scheme requires that the
 
participating barangays be located within a reasonable geographic distance or
 
be fairly accessible by affordable transportation. Benefits of membercl'47
 
would decline with accessibility problems to the referral facility and basic
 

support structure. The most needy communities are often ones who are fairly
 
isolated.
 

Another disadvantage lies in the individual family membership where the costs
 
of the premiums are not shared collectively as they would be in an
 
enterprise/profit based system. The premiums will represent a direct burden
 
on the individual family. This may affect people's ability to maintain
 
regular membership and discriminate against the poorest families. The Alfiler
 
report on the Medicare Phase II pilot test in Capiz, however, offers
 
encouraging evidence that given a reasonable membership fee and acceptable
 
standard of care, few drop-outs may actually occur even among low income
 
families who have seasonal work.
 

SAMPLE FINANCING SCHEME USING PRE-PAID HEALTH CARE PLAN
 

1. 	An alternative mode for delivering primary health care services in the
 
rural areas is through a pre-paid health maintenance or insurance scheme
 
to be managed and maintained by local private organizations. Like the
 
proposed Project Medikong Bayan of POPCOM,/ this scheme essentially
 
requires a private organization or association supervising and
 
maintaining non-professional community-based health workers (or BHWs) who
 
would be financed for the most part through a pre-paid plan subscribed to
 
by residents in the barangay. While not appropriate for all barangays,
 
this kind of plan might appeal to those who are dissatisfied with
 
existing services or who want a more comprehensive set of services,
 

I/ 	Commission on Population, "Project Medikong Bayan-Project Request for
 
U.N. 	Fund for Population Activities," October 1978 (Draft).
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2. 	 The organization or association will market an inexpensive pre-paid
 
health maintenance plan that is acceptable and subscribed to by families
 
in the barangay(s). The cost of the plan should take into account the
 
socio-economi( sotditions of the households in the community and their
 
health spending bhavior. The barangay residents would be encouraged to
 
participate in the scheme because it will allow them to spread their
 
medical expenditures over time, possibly cushioning them from the
 
disastrous effects of unexpected large medical care expenses. This is
 
because the Plan will enable Lhe subscriber and members of his family to
 
avail of the services of a full-time BHW who will be equipped to provide
 
them with basic curative, preventive and educative health and family
 
plannning assistance. In addition, the health plan would include use of
 
the services of medical personnel hired or retained by the organization
 
to handle cases beyond the competence of BHWs, and annual medicine
 
benefits up to a certain amount per family. The annual fees or premiums
 
for the health plan could be paid in monthly or quarterly intervals
 
depending on the financial capability of the households. The
 
organization would hire collectors and offer incentives to subscribers to
 
compel them to pay the dues on time.
 

3. 	 To be able to provide PHC services to its clients in barangay, the local
 
organization would recruit, support the training, supervise and
 
compensate selected full-time community-based health workers and, at the
 
same time, retain professional physicians within the municipality to
 
assist these BHWs and provide medical services to subscribers when
 
necessary. The BHW will underqo the regular training program for
 
non-professional community health workers. Aside from providing PHC
 
services and maintaining family health records, the BHW is expected to
 
link her barangay through a referral system, to the higher levels of
 
health services available from the government and the private sector.
 
She would also utilize the other services provided by various public
 
social service agencies to meet the needs of her clients in the
 
community. The BHW would receive technical supervision from medical
 
percsonnel retained by the organization, as well as informal guidance from
 
municipal health personnel, particularly the Rural Health Unit (RHU)
 
staff. In turn, the organization would pay the BHW a monthly stipend
 
commensurate with the economically productive time she spends performing
 
her duties.
 

4. 	 The structure and composition of the local organization would vary
 
depending on the existing socio-economic and political characteristics of
 
the community. It could be run by a private group, a private voluntary
 
agency or a civic organization. It could even be a joint
 
government-private sector endeavor. But ideally, the organization should
 
be comprised of local community leaders, medical practitioners and other
 
individuals interested in uplifting the quality of health services in the
 
area, and should be managed just like any ousiness enterprise. For its
 
initial capitalization, the organization could solicit donations from
 
civic organizations, prominent families, local officials, etc.;
 

\



undertake fund-raising activities such as dances, lotteries, basketball
 
games, etc.; and/or issue stocks of ownership to a selected group of
 
individuals, and later on, redistribute the organization's profits from
 
its operations to the stockholders as dividends. The funds to be
 
generated from these activities would then enable the organization to
 
acquire fixed assets and finance other capital expenses (i.e., office
 
space, supplies, BHW training support, medicine kits, weighing scales,
 
etc.).
 

5. Further, the organization would also establish in each of the
 
participating communities a Botica sa Barangay using free drug samples
 
and purchased medicines. The latter will be sold at a certain mark-up to
 
replenish stocks and to partially support the medicine benefits of
 
subscribers. Non-subscribers to the health plan can also avail of the
 
services of the DHW but will be charged a fixed fee per visit in addition
 
to the costs of any drugs needed.
 

Advantaqes and Disadvantages of a Pre-paid Health Plan Scheme
 

A major advantage of a pre-paid health plan scheme is that it provides a clear
 
mechanism for generating adequate resources to improve and sustain the
 
delivery of PHC services to participating communities. Being profit-oriented,
 
the organization is likely to remain viable as long as it is able to serve its
 
clients satisfactorily and run the operations efficiently. In turn, the
 
barangay families are able to express disinterest or dissatisfaction with the
 
scheme by either not participating on the health plan or refusing to pay the
 
fees.
 

On the other hand, this type of financing scheme has several draebacks. For
 
one, ability to pay is an overriding factor to qualify in the health plan, so
 
this implies that households unable to afford the fees, which usually have the
 
greatest need for health and medical assistance, would be deprived of the
 
organization's services and a possible source for improving their health
 
status. Similarly, In order to finance the BHWs and the organization's
 
operations, the market for the Plan should be large enough to make it a viable
 
undertaking. This means that a significant portion of the barangay population
 
should be motivated and willing to participate in it, which is very difficult
 
to achieve in many needy local communities. It appears then that this scheme
 
is likely to be most applicable only in relatively better-off barangays. For
 
another, the pre-paid health plan scheme often involves a rigid and formal
 
organizational set-up requiring some business and technical (planning,
 
actuarial science, accounting) skills that may not be readily available in the
 
community. Therefore, it requires more sophistication, longer design
 
preparation and larger project staff compared to other types of health
 
financing schemes.
 

\'a
 



Annex D
 

The PCHRD Structure Vis-a-Vis The R & D Component of the
 
Primary Health Care Financing Project
 

The Philippine Council for Health Research and Development (PCHRD) has been
 
mandated through Executive Order No. 784 to enhance the systematic
 
coordination of health research and developmental activities in the country.
 
In the pursuit of this mandate, the PCHfD promulgates policies related to
 
health research, develops a comprehensive health research and development plan
 
and ensures the dissemination and utilization of research results.
 

In view of these mandated functions, the Council has the organizational
 
structure required to plan, develop, evaluate and monitor research projects.
 
Moreover, it already has a well-developed mechanism to undertake these
 
functions. Therefore, the management of the R & D component of the
 
USAID-supported Primary Health Care Financing Project (PHCF) will very well
 
fit into these existing organizational and functional structures.
 

More importantly, the PCHRD has identified Health Services Research as one of
 
its priority research programs and has already identified primary health care
 
as one of the priority research areas under the program.
 

In the management of the PHCF, the following structures in the PCIRD will be
 
involved:
 

1. Secretariat
 

The PCHRD secretariat, particularly its Research Management and
 
Development Department, using as a framework the research program
 
developed by the Health Services Technical Committee, will identify
 
capable project proponents and assist them in project development. The
 
Secretariat will also be responsible for monitoring on-going projects.
 

In terms of fiscal management, the Secretariat has the following
 
mechanism:
 

A. 	 Government GIA Funds
 

A.1 	GIA funds received as part of the Council's appropriation are
 
allocated among approved research proposals based on previously
 
defined priorities.
 

A.2 	GIA released to the different proponents are deposited in a special
 
currenit account with the PNB or any authorized bank in the locality
 
in the name of the project. Unexpended balances at the end of
 
calendar year are not reverted to the general fund (P.D. 1502).
 

Memoranda of Agreements stipulate specific obligations of each
 
party.
 

jA.3 
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B. 	 Loan Proceeds
 

Proceeds from loans form part of the appropriation for the Council
 
and are administered in the same manner.as A.
 

C. 	 GIA Funds From External Sources
 

C.1 	Grants received by PCHRD from all sources without any
 
stipulation/qualification as to the manner by which such grants
 
shall be spent shall be subject to the provisions of the PD 1177.
 
The grant shall be deposited in a Trust Fund and shall be spent in
 
accordance with a Special Budget duly approved by the Ministry of
 
the Budget.
 

C.2 	 Grants intended to support specific projects in health with
 
qualifications and/or stipulations as to the manner by which such
 
grants shall be spent per signed memoranda of agreement shall be
 
deposited in a designated bank as a Special Trust Liability.
 
Expenditures shall be in accordance with the terms and conditions
 
of the agreement and approved line item budgets.
 

In all cases, the pertinent and relevant provisions of' PD 1502
 

relative to research shall apply.
 

2. Technical Committee on Health Services Research
 

The Committee is an intersectoral and interdisciplinary body composed of
 
the following:
 

Dr. Amanda Valenzuela - Dean, UP Institute of Public Health
 

Dr. Flora A. Bayan - Head, Primary Health Care Program,
 
Ministry of Health
 

Dr. Ledevinia Carino - Dean, UP Institute of Public 
Administration 

Dr. Loreto Cabanos - National Economic and Development
 
Authority
 

Dr. Sergio Gasmen - Comprehensive Community Health Program,
 

Day, 	Laguna
 

Dr. Vicente Paqueo - UP School of Economics 

Dr. Dolores Recio - Dean, UP School of' Nursing 

The Committee will primarily be responsible for project evaluation, 
identification of' research gaps, prioritization of' research proposals,
 
and the overall assessment of the progress of' the health services
 
research program.
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3. Program Planning Review Board (PPRB)
 

The PPRB, likewise an inter-agency group, will review projects before
 
final approval by the Governing Council to ensure that these projects
 
are not only technically feasible, but in accordance with national
 
development goals.
 

The membership of the PPRB include:
 

Dr. Andres Galvez - Chief, Planning Service
 
Ministry of Health
 

Ms. Fleur de lys Torres - Director, Social Services Staff
 
National Economic and Development
 
Authority
 

Dr. Ramon Abarquez - Chairman, Medical Division
 
National Research Council of the
 
Philippines
 

Mr. Maximo Domingo - Director, Budget Operations
 
Ministry of the Budget
 

Dr. Y. S. Kim - Program Coordinator to the Philippines
 
World Health Organization
 

Mr. Fortunato dela Pena - Chief, Planning Service
 
National Science and Technology
 

Authority
 

4. Governing Council
 

In the Governing Council is vested the authority to approve research
 
projects. In addition, it will provide policy guidelines and will
 
ensure that projects are translated into policies and programs which can
 
be utilized by concerned service agencies.
 

The Governing Council consists of the following:
 

Dr. Emil Q. Javier - Director General
 
National Science and Technology
 

Authority
 

Dr. Antonio Acosta - Deputy Minister, Ministry of Health
 

Dr. Florentino Herrera - Chancellor, Health Sciences Center
 
University of the Pnilippines
 

Dr. Alberto G. Romualdez, - Executive Director
 
Jr. Philippine Council for Health Research
 

and Development
 

Ms. Delfina Aguillon - Deputy Director
 
National Nutrition Council
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Dr. Perla Santos-Ocampo 
Dr. Juan Torres 

) 
) representing the private sector 

Fr. Emeterio Barcelon ) 
Dr. Paulo Campos ) 

To summarize, the PCHRD has existing organizational and functional structures 

capable of managing research programs and projects, such that no additional 
structure will be necessary to see to the efficient management of the R & D 
component of PHCF.
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Page 1 of 4. 

Estimated Budgetary Requirements 
By Year ($000) 

1983 1984 1985 1986 1987 1988 TOTAL 

COMPRONENT AID GOP AID GOP AID GOP AID GOP AID GOP AID GOP (AID&GOP) 

1. Financing Schemes 50 34 570 100 796 100 696 106 654 96 234 96 3532 

a. Grants to Institutions - - 470 - 700 - 600 - 600 - 180 - 2550 
b.- Administrative Costs 50 34 100 100 96 100 96 106 54 96 54 96 982 

2. Special Studies 600 16 275 25 159 25 59 34 41 34 16 34 1318 

3. Service Delivery - - 1000 1750 2300 2550 2400 2550 1000 1750 800 1600 17700 

a. Botica sa Barangay Pr. - - 100 50 500 250 500 250 500 250 400 200 3000 
b. EHW/idwifery Prog. - - 100 500 500 800 500 800 300 500 200 400 4600 
c. FHC Commodities - - 600 200 1000 500 1000 500 - - - - 3800 
d. IEC - - 200 1000 300 1000 400 1000 200 1000 200 1000 6300 

4. Other Support Costs - - 60 - 60 - 60 - 60 - 60 - 300 

5. Project Evaluations - - - - 25 -.- 25 - 50 

TOTALS 650 50 1905 1875 3340 2675 3215 2690 1755 1880 1135 1730 22900 

*GOP figures include imputed costs. 
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AID-Funded 
Budgetary,Requirements 

By Year ($000) 

COMPONENT 

1. Financing Schemes 

a. Grants to Institutions 

b. Administrative Costs 

2. Special Studies 

1983 

Grant Loan 

50 -

- -

50 -

600 -

1984 

Grant Loan 

310 260 

310 190 

- 70 

225 50 

1985 

Grant Loan 

260 536 

260 442 

- 94 

125 34 

1986 

Grant Loan 

160 536 

160 420 

- 116 

25 34 

1987 

Grant-Loan 

110 544 

110 464 

- 80 

25 16 

1988 

Grant Loan 

60 174 

60 134 

- 40 

16 

TOTAL 

3000 

2550 

450 

1150 

3. Service Delivery 

a. Botica sa Barangay Pr. 
b. BHW/Midwifery Prog. 
c. PHC Commodities 
d. IEC 

-

-
-
-
-

-
-
-
-

-

-
-
-
-

1000 

100 
100 
600 
200 

-

-
-
-
-

2300 

500 
500 
1000 
300 

-

-
-
-
-

2400 

500 
500 
1000 
400 

-

-
-

-
-

1000 

500 
300 

200 
-

-

-

-

800 

400 
200 

-
200 

7500 

2000 
1600 
2600 
1300 

4. Other Support Costs - - - 60 - 60 60 - 60 - 60 300 

5. Project Evaluations 

TOTALS 

.. 

650 - 535 

-

1370 

25 

410 

-

2930 

-

185 3030 135 1620 

25 

85 

-

1050 

50 

12000 

4-,
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Projection of AID Estimated Expenditures by Calendar Year and Component
 
Primary Health Care Financing Project 

($000)
 

Component 


1. FinancinQ Schemes 


a. Grants to Institutions 
b. Administrative Costs 


2. Special Studies 


3. Service Delivery 


a. 	Botica sa Barangay
 
Program 


b. BiW/Midwifery Programs 

c. RIC Commodities 

d. IEC 


4. Other Support Costs 


5. Project Evaluations 


TOTALS 


1983 


50 


-

50 


175 


-


-

-

-

-


-


-

225 


1984 


480 


380 

100 


600 


1000 


100 

100 

600 

200 


60 


-

2,140 


1985 


826 


730 

96 


259 


1550 


450 

400 

500 

200 


60 


25 


21720 


1986 


746 


650 

96 


59 


1975 


525 

400 

750 

300 


60 


-


2,840 


1987 1988 TOTAL
 

564 334 3,000
 

510 280 2,550
 
54 54 450
 

41 16 1,150
 

2025 950 7,500
 

525 400 2,000
 
450 250 1,600
 
750 - 2,600
 
300 300 1,300
 

60 60 300
 

- 25 50 

2,690 1,385 12,000
 

[D\-b
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Summary Cost Estimat_ and Financial 
($000) 

RHC Financing Project 

Plan 

SOURCE 
FX 

Grant 
LC 

A I D 

FX 
Loan 

LC FX 

G 0 P 

LC 

(GOP & AID) 
TOTAL 

FX LC 
Total 
FX & LC 

1. Finarncim Schemes 50 600 34 2,316 - 532 84 3,448 3,532 

a. 
b. 

Grants to Institutions 
Administrative Costs 

-
50 

600 
-

-

34 
1,950 
366 

-
-

-
532 

-
84 

2,550 
898 

2,550 
982 

2. Soecial Studies - 1,000 16 134 - 168 16 1,302 1,318 

3. Service Delivery - - 65 7,435 - 10,200 65 17,635 17,700 

a. 
b. 
c. 
d. 

Botica sa Barangay Prog. 
B-HW/lidwifery Programs 
FMC Co,odities 
IEC 

-
-
-
-

-
-
-
-

-
-
15 
50 

2,000 
1,600 
2,585 
1,250 

-
-
-
-

1,000 
3,000 
1,200 
5,000 

-

-
15 
50 

3,000 
4,600 
3,785 
6,250 

3,000 
4,600 
3,800 
6,300 

4. Other Support Costs 100 200 - - - - 100 200 300 

5. Project Evaluations - 50 - - - - 50 50 

TOTALS 150 1,850 115 9,885 - '0,900 265 22,635 22,900 

Note: All line items have inflation and contingency factors built in. 

-d. 
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Annex G
 

INITIAL ENVIRONMENTAL EXAMINATION
 

Project Location : Republic of the Philippines 

Project Title : Primary Health Care Financing 

Funding : FY 83 $ 9,800,000 

Life of Project : FY 83 - FY 88 $12,000,000 

IEE Prepared By : Joy Riggs-Perla, Public IHealth Advisor 

Date : July, 1983 

Environmental Action Recornended: Negative Determination
 

Concur: ate:
 

Do Not Concur: Date:
 

Anthony M. Schwarzwalder
 
Mission Director
 
USAID/Phi 1ippines 
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Examination of Nature, Scope, and Magnitude of Environmental Impacts
 

I. Description of Project
 

The Project Proposes to increase access to and utilization of
 
sustainable primary health care services managed and financed by
 
cnmmunities and the GOP. To achieve this, the project will provide
 
support for three sets of activities: (1)the testing of financing
 
systems, (2)special studies and policy analyses to improve the GOP
 
health policy and programs and (3)assistance to the MOH to improve
 
their ability to provide service delivery support to the field. The
 
end result should be a more cost-effective and rational health care
 
system which combines connunity, private sector and public sector
 
resources.
 

II, Identification and Evaluation of Environmental Impact
 

There will be no major project impact on the physical environmpn*
 
However, the human environmental should benefit from the improved
 
availability of PHC services.
 

III. Recommendation for Environmental Action
 

A negative determination is recommended.
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INFO CPU
 
AIDAC 	 ?/JirL 

.0. 12065: l'/A 

SUBJECT kPAC APPROVAL OF PID FOR FINAEtCING PRIMARY
 
EEALTH CARE PROJECT (492-03721,
 

1. SUMMARY. HE ASIA PROJEC ADVISORY COMrIE"LrE (APAC)
APPROVED THE PROJECT IDENTIFICATION DOCUMENT {PID) FO
 
SUBJEC. PROJECP FE3RUARY 8, rHE APAC AND USA D REPRE-

SENTATIVE AGREED TO A CONTINUED EXCEAN'AZ 07 TEV5 AS TO
 
(A) INSTITUTIONAL RELA'TIONSHIPS IN THE PROPOSEWD LROJECT, 
(B) HEALPE CARE FINANCING SCHEME(S) 	 rO BE ADVANCED, 
(C) PROJECT COSTS, (D) WHAT AID WOULD FINANCE, AND
 
OCHER DESI'&N CONCERNS , DURINly PRCJECT ?RZYAP.ArION.
 
!ND SUMMARY..
 

2. WHILE APPLAUDING THE PID'S A,'ALYTICAL AFROAC. AD
 
PROBLEM DEFINITION, 'HE APAC WAS CONCERNED "A 3 E "IV
 
IESIGN OF ,N!EW INTERVENTIONS IS STILL NOT DEFINITE. VE 00
 
RECO-NIZE, ItN THIS REGARD, THAT USAID/GOF DESIGN
 
IISCUSSIONS ARE A CONTINUING PROCESS. II IS THUS
 
LEFT TO THE USAID TO ADVISE AIDAI OF KEY DESIGN L,.ELOP-

Ar.
MENS FOR WHICH WASHINGTON REACTION; SHOULD .5Z S1OUHT LA.
 
IEFORE FINAL PROJECT DESIGN 15 DECIDED. p0
 

. BASICALLY, YOUR ELEMENTS OF PRCJECT DESIGN WEREE
 
REVIEWED WITH THE USAID REPRESENTArIVE iN LIGHI! OF THE
 
FID AND SUBSEQUENT USAID EXCHANGES WITH THE GOP:
 

(A) 	 ADMINISrRArIVE ARRAN-;GEMENP'S. W4E ThNDERSTAND THESE
 
PROTECT, INVOLVING
'ILL BE SIMILAR TO THE PANAY (PUSH) 


.UNDING RELATIONS 3ETWEEN THE R, IO*AL DE7O.,.MENT
 
COUNCILS AND TEE PROVINCES; AND D L E
 

A0ND 
(B) TYPE OF HEALTH SERVICES TO BE OFFERED. THESE H _. 
HAVE BEEN REFINED THROUGH PREVIOUS PROTECLI EXPERIENCES, p 

..ANE CORRECTIONS HAVE BEEN MADE TO ORIGILAl ?ROJFTP 
rESIGNS. THESE rwo ELEMENCS APPEAR RELATIVELY FIRM 
Af;D THE USAID SHOULD CCNFIRM THEM WHEN AFP?.OPRIATE'.
 
IHIS LEAVES:
 

(C) FINANCIN" SCHEMES ro BE ADVANCED UNDE3 THE PROJECT; 

(D) HOW TO COMBINE .HE MHREE SUPPORT SRUcfURs (HEALPH,
 
FOPULATION, AND NUTRITION). THESE TWO ELFMENTS (C
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AND D) ARE YEr TO BE DEFINED. AND rie USAID SHOULD ADVISE
 
AIr/W WHEN THEY ARE MORE CLEARLY DETERVINED.
 

4. THE BASIS FOR rHE SPLIC BETWEEN POPULArION AND HEALTH
 
FUNEiNG WAS SEEN DIFFERENILY FROM AID./W AND USAID
 
FERSPECZIVES: AID/i OFFICES SEEK A RArIONILE FOR
 
CLAIMS ON SCARCE FINDS; AND THE USAID IS CONCERNED THAT
 
AN INTEGRATED PHC APrROACH WITH HIGHEST PRIORITY ON
 
FERTILITY RFEUCV'ION BE rHE RESULr. Ir IS SU""ESVED 
THAT THE USAID OBTAINJ ASIA BUFEAU.GUIDANCE ON THE &IND
 
CF FUND SPLIT JUSTIFICATION REOUIRED BEFORE FINAL PP 
PREPARATION.
 

E. ADMINISTRATIVE ARRANGEMENTS (THROUGH REGICNAL
 
EEVELOPMENT COUNCILS) APPEAR SIMILAR TO THOSE PROPOSED 
IOR THE LOCAL RESOURCES MANAGEMENT (LRM) PROJECT. THE 
PP FOR LRM SHOULD TAKE INTO ACCOUNT WHETHER THE SAME 
t'ACHINERY AND RESOURCES CAN SERVE BOfH PROJFCrS AM'D 
FROJECT APPROACHES IN TARGET REGIONS. THE PP FOR THIS 
PROJECTL SHOULD ALSO ADDRESS THIS ISSUE. 

5. THE APAC FELT MORE INFORMATION WILL BE N' .D? TO 
--rEFINE THE MINIMUM LEVEL OF APPROPRIATE Pau C S 

IIAT CAN BE AFFORDED FOR EHE POOR. THE US.1D 3ERE-
SETATIVE ACCEPTED THAT THERE IS A CONTIPUING. N ED FOR 
rORE INFORMATION FOR T E PROJECT AND INDICIA.ED PLA.S TO 
LSE EXISTIVG BILATERAL, PD AND S AND C01TRALLT FUNDED 

ACTIVITIES FOR TEE RESE.RCH NEEDED TO SPELL OUT: 'THE 
PRESENT PATTERN OF HEALTH EXPENDI.TURES; Mi03 EFEC:IVE 
TRAINING AND INCENTIVES FOR PHC PROVIDERS; ANDO'THER 
£ESI3N QUESrIONS. THE RESULTS OF THIS PROCESS SHOUTLD BE 
INCORPORATED IN THE PP. 

7. THE APAC STRONG]LY STRESSID TEE NEED. FOR. COIIC/
FINANCIAL ANALYSIS OF THE SITSTAINABILITY, yPLICAILITY 
AND COST EFFECTIVENESS OF FINAL PROJECT DESIGN. THE 
USAID REPRESENTArIVE AR"ED TqAr THE PP TEAM ' OULD 
INCLUDE A FINANCIAL ANALYST FOR THIS PURPOSE TO DEL WITH 
_INANCIAL FLOWS AND RESPONSIBILITIES FOR T:- PROJECT AT 
LL LEVELS IN THE SYSTFO, AND RELATED F.ESIFILIY

CONCERNS. 
E. THE APAC ALSO RAISED "HE ISSUE OF STAFF INIENSrvrTy 
CF TEE PROJECT. TEE USAID REFRESENTATTVE NOT-ED THAT THE" 
PROJECT WOULD CONSOLIDATE PROGRAM ACTIVITi'ES IN THE 
SECTOR INTO A SINGLE PROJECr WHICH, IN TIME, ','OU1D 
REQUIRE LESS STAFF TBAN AT PRESENT. THE PP SHOULD 
ADDRESS rHIS ISSUE ON 2HE BASIS OF FULL PRIJECZ DESIGN.
 
HA IG 
IT
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TUN CrASSTFI E D S I-r'5 

ACT: AID-6 INFO: DCM CPU/8 p. 2 of 

VZCZCML0658 ANNEX H LOC: -IN 15 767 
PP RUEHML 01'JUL 83 0859 
DE 4115 1820900 .UEHC CN:" 15827 
ZNR UUUUU ZZH r CHRG: AID 
P 010543Z JUL 83 DIST: AID 
FM SECSTATE WASHDC 
TO AMEMBASSY MANILA PRIORITYATnp A4 m-l-.. 
BT No action necess-r, . ..
UNCLAS STATE 184:115. 

AIDAC
 

1.0 12356: N/A
TAGS: .
SUBJECT: PRIMARY HEALTH CARE FINANCING PROJECT (492-0371) ''
 

REFS: A. MANILA 14469, P. MANILA 13497
 

1. AA/ASIA HAS DECIDED NOT TO REQUIRE USAID TO SUBMIT 
PRIMARY HEALTH CARE FINANCING PROJECT TO AA/ASIA FOR 
REVIEW AND AUTHORIZATION....MISSION DIRFCTOR.MAY.REVLE!. 
PHCF PROJECT FOR AUTHORIZATION UNDER REDFLEGATION OF '. i..V.l 

o.;-1
AUTHORITY 133.1. 

2. PROJECT PAPER SHOULD PROVIDE FOR A MAJOR, JOINT -
AID/GOP EVALUATION OF THE PROJECT BETWEEN TWO AND THREE 
YEARS AFTER SUB-AT vrITIES--STAThFrND PRriU--D---STARTS 
IOR THE THIRD TEAR OF THE PROJECT.. THIS EVALUATION SHOULD
 
BOTH EXAMINE THE RESULTS OFEXPERIMENTAL APPROACHES TO
 
PHCF AND PROVIDE'EXPERI ENCE'ON WHICH TO*BASE-SIMILAR
 
ASSISTANCE IN O.THER-.-COUNTR-IES..- IT SHOULDALLOW FOR AID/W 
AS WELL AS USAID PARTICIPATION IN THE SCOPE OF THE 
EVALUATION AND IN THE .EVALUATION ITSELF-. -E ASSUME.- . 
PP AND IMPLEMENTATION'LETTERS'WILL ALSO PROVIDE FOR 
BASELINE AND OTHER• RELEVANT 'DATA COLLECTION. AID/W 
REVIEW AS WELL-AS USAID REVIEW OFTHE EVALUATION REPORT d7 .0 
SHOULD PRECEDE NEW.S*TARTS._.FOR THE THIRD YEAR OF THE C ' 

PROJECT. THE FORMULATION FOR THIS EVALUATION REQUIREMENT
 
MAY 1E SIMILAR TO--THAT-PROPOSED REF B FOR' THE-SMED 
PROJECT. DAM
 

UST
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ANNEX I 

4F Repubic of the Philippines
 
NATIONAL ECONOMIC AND DEVELOPMENT AUTHORITY
 

' .... , 	 Te. 50-39-71 to 95 
Cable Address: NEDAPHIL 

10 June 1983
 

Mr. Anthony M. Schwarzwalder...
 
Director, USAID Mission
 
Metro Manila
 

DIV AC Dear Mr. Schwarzwalder:
 
OD 
E I have the honor to request AID assistance in funding the Primary 
PE Health Care Financing Project to be implemented by the Ministry of 

- -- Health. 

EO : The project seeks to contribute to the general promotion of health
 
PE ' and the reduction of infant'and child mortality through the provision of
 

support to health services delivery, the development of resources to
 
LO: support PHC recurrent costs, and the conduct of needed research that will
 
GSC generate information critical to policy formulation, resource allocation
 
T7_L - and program evaluation. 

SOL "Specifically, the assistance requested would consist of $16.0 M in
 
loan and $3.0 in grant to finance the three (3)major components of the
 
project as follows:
 

a) Support to health service delivery $15.0 M 

b) Pilot PHC and resources'generation scheme 3.2 M
 

c) Research and other studies 	 0.8 M 

Total 19.0 M
 

In carrying out the project, the Government will contribute the 
equivalent of $10.6 M." The project is designed for 5-year implementation 
and it is expected to provide the needed support to the current Primary 
Health Care Program being implemented by the Ministry of Health as part 
ofits effort to achieve health for all by the year 2000. 

'A!Your favorable action on this proposal will be highly appreciated.
 

nyou and warm regards,Thankyoanwamrgds
 

Very truly yours,
 

CESAR VIRATA 
Director General,
 


