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SUMMARY AND RECO mgNDATIONS 

.PROJECT TITLE AN 
 MER: 
Health Finance Development Project
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 To establish a process for formulating and implementing
health sector policies, regulations and legislation supportive of health
 

care market improvement.
 

7. SUMMARY PROJECT DESCRIPTION: 
 The Health Finance Development (NFD) Project
is the Initial 
step In USAID support for the complex task of restructurilg
the Philippine health sector. 
 Recognizing the level of effort required,
USAID is proposing a two-phased approach to health finance development
assistance. 
 The HFD project, is
a five-year projectized package focused
on capacity development, technology transfer, research and demonstration
projects. 
A second phase, if appropriate, could consist largely of
program assistance support for policy and administrative changes from the
HFD Project leading to the attainment of sectoral policy and performance

benchmarks.
 

The HFD Project has three interrelated components which address the need
for a careful restructuring of the health sector to ensure a 
more
equitable access to efficient and effective health services. 
 Component I
will develop GOP's capacity for private/public sector interactive and
research-based health finance policy process. 
 Component 2 will seek to
improve efficiency and expanded coverage of the national health care
financing program and develop options for other health financing schemes.
Component 3 will focus on hospital sector restructuring at the macro level
and hospital institutional reform at the micro level. 
 Policy proposals
resulting from Components 2 and 3 will be fed into Component I for
appropriate health policy actions.
 

End of project purpose-level Indicators for the HFD Project will 
include
pluralistic development and demonstration of a core set of market-oriented
policies which will 
serve as the foundation for health sector
restructuring. 
Project assistance will finance technical assistance,
training, policy studies and research, demonstration projects, limited
commodities, monitoring, evaluation and audits.
 



8. GRANTEE CONTRIBUTION: The GOP plans to provide the Peso equivalent

of approximately $6.825 million of GOP funds in support of the health
 
financing policy process over the five-year life of. project.
 

9. STATUTORY REOUIREMENTS: All statutory requirements have been met.
 
(See Annex F.)
 

10. 	RESOLUTION OF PROJECT ISSUES: All project issues have been
 
satisfactorily resolved; these are detailed in the Action Memorandum
 
requesting Project Authorization.
 

11. 	RECOMMENDATION: Authorization of a grant of U.S. $20 million, if
 
negotiations do not significantly alter the Project inform or
 
substance.
 

12. 	PROJECT COMMITTEE: The USAID Project Committee members are:
 

OPHN: Patricia Moser, Oscar Picazo
 
DRM: Fatima Verzosa
 
OPE: Gil Dy-Liacco
 
OFM: Catherine Placido
 
OLA: Lisa Chiles
 
PESO: MVillanueva
 
CSO: WReynolds
 



- ---------- ----- -------------- ---

--------------------------------- 

I. PROJECT BACKGROUND AND RATIONALE
 

-

A. SITUATIONAL ANALYSIS
 

Infectious diseases persist as major health problems in the Philippines,
but chronic and degenerative diseases are becoming more prevalent as a result
of the demographic and epidemiologic transition and rapid urbanization.
financial terms, this means In
that the Philippines has to generate higher level
of resources to meet not only the public-health needs of its increasing
population but also the more costly medical-care requirements of the aging and

urbanizing segment of its people.
 

Faced with this prospect, the nation may fi, 
 it difficult to marshal? the
required capital investments and operating resources unless the Government of
the Philippines (GOP) initiates comprehensive policy reform in health care
financing (HCF). 
 HCF policy reform isinade urgent by current macroeconomic
difficulties, the changing age structure of the population that ushers in the
epidemiologic transition, problems in financing of health care, and
inefficiencies inmedical-care delivery --
 all of which can potentially limit
access to and utilization of health services which, in turn, have adverse
 
Impact on health status.
 

1. Macroeconomic Context 
The Philippine economy continues to suffer from major structural
weaknesses, a symptom of which is the persistent GOP fiscal deficit. 
 The GOP
deficit, in turn, has a direct impact on social service provision since
appropriations for such services are usually the first to shrink In times of
sluggish growth. Historically, the proportion of the GOP budget devoted to
the health sector has been low. 
 In 1983, it reached a record high of 4.5%,
but on account of the economic slowdown spawned by the debt crisis in the
mid-1980s, itfell 
to just 2.6% by 1987. The decline was due chiefly to the
increasing demands for debt servicing: the proportion of GOP budget allocated
to debt service grew from 15.1% 
In 1983 to 45.0% In 1987.
 

Although the economy has experienced some recovery in recent years, major
structural weaknesses remain. 
Among the indicators of these continuing
weaknesses are annual imports exceeding exports, foreign and local investments
below structural requirements, a weak tax base and revenue generation, and
continual growth Indebt-servicing requirements. 
As a result, economic
projections Indicate a less-than-robust economic growth with GNP expanding
only by 4-5% annually over the next few years. 
 The fiscal shortfall is
anticipated to continue, and the Department of Health (DOH) budget may be
unable to expand in response to population growth, shifting health
requirements, and cost Inflation. 
These trends do not bode well for

government-provided health services.
 



-2

2. The 
eilth Transition
 

The Philippine health profile still 
indicates the prevalence of
infectious, and therefore preventable, diseases such as respiratory
infections, measles, diarrhea, tuberculosis, and malaria.
typically afflict the young. 
These diseases
 

however, is changing. 
The age structure of the Philippine population,
By year 2000, 72.4% of the population will be 15 years
or older, compared to 63.3% In 1980 and 66.2% in 1990. 
This demographic
transition exacts a corresponding change in the nation's health profile.
Already, the Philippines Isbeginning to experience the epidemiologic or
health transition. 
 In the past few years, degenerative and chronic ailments,
notably cardiovascular diseases and malignant neoplasms, have become top-,.en
causes of illness and death. 
Urbanization and industrialization have also
brought with them ailments associated with congestion and modern-day stress
such as accidents, trauma, hypertension, and work-related disabilities.
 

The health transition has a profound Impact on health financing
requirements. 
 First, diseases of aging and modern-day stress typically
require hospitalization and personal 
care 
by a physician and are, therefore,
more expensive to treat. 
Second, financing these new needs competes with the
-finanttal-requiremnents of public health. 
Since the country continues to
grapple with major public-health problems, careful and prudent financing
reform must Le undertaken such that these problems are not neglected in favor
of the more visible, and therefore more politically demanding, problems of
aging and urbanization.
 

3. Delivery 
 Health Services
 
A range of private and government practitioners and facilities provide


health services.
 

a. Private Sector -
Ths private sector includes
pharmacists, physicians in solo or group practice, small hospitals and
maternity centers, diagnostic centers, employer-based health facilities,
health maintenance organizations, secondary- and tertiary-care institutions,
traditional birth attendants, and Indigenous healers. 
 The modern private
sector concentrates largely on the provision of curative and rehabilitative
care to upper- and middle-income households.
 

About 45% of all hospital beds are 
inprivate hospitals. Although there
are more private than public hospitals, private facilities tend to be either
very small operations in 
towns or large facilities in urban areas,
particularly In Metro Manila. 
Greater public-private cooperation has been
initiated through hospital networks, sister hospital arrangements, and the
privatization of support services Incertain government health facilities.
 

Viability seems to be a 
major issue among private health service
providers. 
 Although private health sector investments are not well monitored,
anecdotal evidence suggests that they are hindered by regulatory, policy,
recurrent financing, and Information constraints.
 

http:top-,.en
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b. Publc Sector - The DOH provides a range of preventive,
curative, and rehabilitative services, mostly aimed toward low-income groups.

At the lowest level are the primary health care facilities, consisting of
 
barangay (village) health stations (BHS), with a midwife or paramedic, and

rural health units (RHU), staffed by a team consisting usually of a physician,

a 
nurse, and a midwife. There are 9,184 BHSs and 2,072 RHUs nationwide,

making government health services available to about 70% of the population.

BHSs and RHUs usually refer more complicated cases to the district hospital

(with about 50 beds), provincial hospital (100-150 beds), or regional hospital

(200-250 beds). A small number of medical centers (250 beds or more), mostly

located inMetro Manila, provide more specialized care.
 

Since 1986, DOH has made najor budget realignments towards increasing the

funding of public health services. However, curative services continue to
 
account for a large proportion of the yearly appropriations. The skewed

allocation of health resources reflects, to a 
large extent, the legacy of

pork-barrel accommodations. Better investment and budgetting rules need to be

developed for the public sector. In the face of serious resource scarcity,

misallocation -eans jeopardizing more cost-effective-preventive interventions.
 

Government health facilities also lack financial sustainability. In 1989,

public hospitals were able to recover only 10% of their recurrent costs.

Pricing mechanisms have not been adequately used inpublic hospitals to
 
generate resources, improve referral, and rationalize demand and utilization.

Implicit subsidies and free-care practices cause overutilization of inpatient

services.
 

Hhile hospitals account for the major portion of the GOP health budget,

the government has not devoted much attention into the way they use and
 
generate resources. Due to bureaucratic inertia, legal rigidities, and lack
 
of Information, the implicit incentive and management structures within public

hospitals have not been sufficiently examined and restructured to yield

potential efficiency savings.
 

4. Financing of the Health System 
The range of funding mechanisms that hhs evolved inthe Philippines -

taxation, compulsory health insurance, prepayment through health maintenance
 
organizations (HMOs), private health insurance, fee-for-service --makes it

sophisticated by developing-country standards. However, the health sector

continues to suffer from resource scarcity. Policy reforms are required to
 
steer government-mandated health funds and to stimulate the growth of
 
private-sector financing schemes.
 

a. National Health Care Expenditures - Total 
(public and private) health care expenditure (HCE) as a proportion of gross
national product (GNP) isonly about 2.5%, lower than the 5% prescribed by the
 
World Health Organization (WHO) for middle-income countries, and lower than

that of Thailand and Malaysia (with at least 3%), China and India (with at

least 4%), and South Korea (with 5%). The Philippine HCE per capita also lags

behind such countries as Thailand, Malaysia, South Korea, and even Papua New

Guinea. On the basis of these comparisons, the Philippine health sector is
 
clearly underfinanced.
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Government HCE represents less than a third of total HCE. 
 Because they

are drawn largely from tax revenuer, government health resources are subject

to the GOP fiscal situation. With the economic recovery in 1986, the GOP

health budget more than doubled innominal terms to Pesos 7.6 billion by

1990. 
However, this substantial increase was insufficient to offset
 
inflationary pressures during the period. Thus, 
in real terms, not until' 1990

did government HCE reattain the real per capita level established in 1983.
 
Unfortunately, the recent Persian Gulf crisis has triggered severe reductions
 
in the 1991 GOP budget, again resulting in declining health appropriation.
 

Private-sector HCE accounts for roughly 75% of total HCE. 
 Trend analysis

shows that whenever the GOP health budget is reduced, private HCE increases.

While there is no inherent problem in the private sector financing the slack

caused by GOP budget cuts, under the current structure, private HCE are

primar.ly out-of-pocket, i.e., personal payment for services when utilized.
 
Health insurance accounts for only about 5%. 
 With 49% of the households below

the poverty line, this arrangemeit is untenable: 
 it pushes poor families to

financial distress when a member gets sick, at a time when the goverment,

because of budget reduction, is :east able to help them. Clearly, there is a
need to expand equitable risk-sharing arrangements to reduce out-of-pocket HCE
 
at the -time of illness.
 

b. Medi.care Pr ram.- In 1972, the Philippines
established a compulsory health insurance system. 
 The current program

(Medicare I) covers all civil 
service and private sector wage-earners,
 
non-owner employees, and their dependents. Under Medicare I, employers and
 
emplcyees contribute 1.25 percent of their respective payroll and earnings

(with a ceiling) to the Health Insurance Fund (HIF). The HIF is collected by

the Government Service Insurance System (GSIS) for civil 
servants and by the

Social Security System (SSS1 for private-sector employees. The Philippine

Medical Care Commission (PMCC) Isthe policymaking body for the Medicare
 
Program.
 

"Medicare I now covers 38% of the population. It currently covers only the

wage-based economy; a parallel program for the informal sector --
farmers,

fishermen, small-scale craftsmen, and traders 
-- remains to be implemented.
To be sure, even among the formally-empoyed, Medicare is able to reach much
 
less than its potential target.
 

While Medicare's coverage rate looks impressive, the insured still face
 
significant financial risk because the benefit package covers only inpatient

care and is not indexed against price increases. Inflation has gradually

eroded the Medicare support value such that a typical patient in 1990

self-financed 70% of hospitalization costs, much higher than the 30% average

cost-sharing in the early 1970s. 
 The current benefit structure also provides

incentives for costly hospitalization and disincentives for preventive care.
 

Medicare I serves as a financing instrument for government and private

hospitals. The proliferation of private hospitals, especially in the 1970s,
 
was probably due to Medicare. 
However, the absence of an adequate management

information system seriously hampers program operation, resulting in fraud and

abuse. Slow claims processing also inhibits individuals and providers from

using Medicare. Hence, in 1985, Medicare accounted for only 3% of total HCE.
 

http:primar.ly


The HIF, however, isinhealthyifinancial condition. 
As of 1990, SSS had
reserves amounting to P4.5 billion while GSIS had P620 million. 
Translated
into reserve capacity (i.e., 
the number of years current reserves can cover
current levels of expenses), the HIF of SSS can last for 6 years compared to
GSIS' 1.4 years, or a combined weighted average of 4.3 years, higher than the
2-3 years that private actuaries consider safe. 
 From purely financial
considerations, therefore, much can be done to improve the Medicare benefit
package, even to include some preventive/outpatient care. Rendering these
financial figures into actual benefits for enrollees, however, will require
HIF policy and operational reforms. The differential reserve capacities of
SSS and GSIS also need to be addressed. 
Over the longer term, the benefits of
integrating the HIF of SSS and GSIS must be considered.
 

c. Employees Conensation Fund - The EmployeesCompensation (EC) Fund isa
compulsory social-insurance scheme that gives
tax-exempt benefits to employees' work-related disability or death. 
 The
health benefits of the EC Program are inthe form of medical services for
injury or sickness and rehabilitation service incases of permanent disability.

4..A 

Administratively, the EC Program operates very much like Medicare. 
 The
Employees Compensation Commission (ECC) Isthe policy formulating body under
the Department of Labor and Employment; SSS and GSIS serve as the collecting
and claims processing agencies. EC contributions are paid entirely by the
employer, unlike Medicare where the employee shares 50% of the premium. 
As of
1987, EC covered an estimated 12.2 million workers, representing 597. of the
employed and 2.% of the Philippine population for that year.
 

A central Issue that the ECC has to resolve isthe excessive reserve
capacity of SSS. 
 As of 1988, SSS had total State Insurance Fund reserves of
P3.9 billion, equivalent to 59 years of that year's level of expenses.
corresponding figures for GSIS for the 
The
 

same year were P386 million and 3
years. 
For both the EC and Medicare Programs, policymakers face the issue of
beneficiary responsiveness vs. fund stability with respect to SSS, i.e., the
optimum level bf reserves that meets the twin requirements of financial

viability and increased benefit package.
 

Overlaps also exist between the benefits provided by the EC Program and
the Medicare Program. Hence, there isa 
need to review the possibility of
integrating the EC's medical, ambulatory, and rehabilitative services with

those of Medicare.
 

d. Private Health Insurance - As of 1988,.there.were 102 companies involved inhealth and accident insurance (HAAI) inthePhilippines. 
Of these, 76% were domestic nonlife, 15% were foreign nonlife,
and 7%were domestic life companies, Gross premiums collected by these
companies in 1988 amounted to P469 million, of which 56.37. were for nonlife
HAAI and 43.7% were for life insurance. Group health insurance premiums
amounted to P146 million compared to P58.5 million for ordinary (family and
Individual) Insurance. The predominance and faster growth of group health
insurance to HAAI as a
whole stem from the conscious effort of life insurance

companies to focus on group accounts.
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Interms of investments, the number of HAAI companies has not expanded
considerably since the 1970s. 
 Industry sources state that profits from health
insurance products are typically lower than 2%, compared to 10% for life
insurance. 
Industry cost analyses show that profits are reduced by high
administrative and marketing costs. 
Inaddition, the industry faces pricing
problems, regulatory rigidities, high premium taxes, lack of an 
industry
association that can lobby for policy changes, difficulty of marketing to
low-income households, low consumer awareness of the benefits of risk-sharing,
and inadequate diversity of health insurance offerings. 
 As a result of these
difficulties, private Insurance benefit accounts for only about 1%of total

HCE.
 

e. Health Maintenance Organization _Philippine HMCs are either of the prepaid group practice (PPGP) or the
Individual pr-.ctice association (IPA) model. 
 In terms of ownership, HMOs can
be Investor-based, community-based, or employer-initiated. Some 19 HMOs offei
services on an 
individual, family, or group/corporate basis. 
 The major
investor-based HMOs have banded themselves into the Association of HMOs in thi
Philippines (AHMOPI). 
 In the first quarter of 1991, 
total HMO enrollment was
estimated at 500,000, or roughly 1%of the population. There has been rapid
growth inRMO enrollment over the past two years but there are no available
data to show whether this growth has been at the expense of commercial
 
indemnity insurors.
 

HMOs are optimistic about their potential growth. 
However, reported
provider abuses inhibit many households from enrolling. Both the government
and the industry association agree that regulation, now lacking, would
alleviate these abuses and provide the framework under which HMOs can thrive.
Such a regulatory framework should also define how tieups between PMCC and
HMOs should operate.
 

f. Emplover-Provided ealth Benefits - Inaddition to requiring contributions to the EC Fund, the Labor Code of the
Philippines specifies the minimum medical, dental, and occupational-safety
obligations of employers. 
 Some companies (e.g. mining concerns, plantations)
finance health services for their workers, either fully or with partial
subsidy. 
Inaddition to what the Labor Code prescribes, collective bargaining
agreements (CBA) usually specify health benefits that are due to employees,
laborers, and their dependents, e.g., free or subsidized consultations, credit
lines at pharmacies, and salary-deductible hospitalization expenses. 
Health
benefits may also be voluntarily provided by companies without CBA as part of
their corporate philosophy.
 

Information on these schemes, however, are largely unavailable. From a
policy perspective, it is Important to see the extent of these in-plant or
off-plant employee-provided benefits, their operational constraints, and
possibilities of linking them with other mandated health programs as
cost-reduction or efficiency-enhancing strategies.
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g. Comity-Fin ancing Schemes - Community health 
financing refers to community mobilization of resources to fully or partially
 
support health services of its members. Early examples of these schemes
 
involved donations of labor or materials to rural clinics and community drug

funds -- all generally oriented towards the provision of primary health care.
 
Because these are typically located in poor rural areas, their ability to
 
cover the cost of comprehensive medical services is insufficient; these have
 
to be supplemented externally. Thus, one review of worldwide experience in
 
these schemes concludes that community financing should just be one element in
 
a balanced financing approach.
 

Some novel community financing schemps, however, have emerged in the
 
Philippines in recent years, e.g., cooperatives for health financing, patients
 
with common illness (diabetes, cancer) grouping themselves for a variety of
 
reasons. It appears that the chief strength of these schemes is in enrolling
 
eligiblp members. Such strength is useful for the implementation of programs
 
that p ,.vide grants to poor communities, or in tieups with existing pool of
 
funds.
 

h. User F eS - User fees in govL ............. . Jitles can
 
be a substantial source of funds but their potential has not been extensively
 
tapped. Public hospitals retain professional and pharmaceutical fees from
 
Medicare patients, but because they must turn over all other revenues to the
 
National Treasury, there is little incentive to collect them. The cost
 
recovery rate in government facilities was only about 10 percent in 1989.
 

Fee-for-service is by far the most pervasive mode of financing private
 
health care. In th absence or lack of risk-sharing mechanisms, this mode of
 
payment tends to be inequitable, even to the non-poor. Fee-for-service
 
funding also tends to constrain development of the health care market since it
 
places the burden of health sector financing on the sick.
 

5. Accgess to 2Alth Services
 

Uneven spatial distribution of health resources, increasing health care
 
costs, and lack of sustainable financing mechanisms constrain access to
 
private and gove-nment health services by a great number of Filipinos.
 

a. Physical Access - About half of all practicing doctors 
are in Metro Manila and Southern Tagalog, although these regions account for.
 
only a quarter of the country's population. The maldistribution of dentists
 
is even more extreme with two-thirds of them in Metro Manila and Southern
 
Tagalog. Midwives and nurses are relatively more dispersed. Lack of
 
incentives and appropriate training in "grassroots medicine" prevent many
 
health professionals from practicing in rural areas.
 

Hhile public health facilities are well distributed, private clinics and
 
hospitals are not. Among others, lack of financial incentives in poor rural
 
areas drives them to high-income urban areas, as in other countries.
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b. iJFiancial Acc _-. Inaddition to constraints posed
by the predominantly fee-for-service HCF system, increasing medical 
costs alsc
pose serious barriers to health services. Since 1977, the price index for
medical services and supplies has grown at an average annual rate of 16.2
percent, higher than the 13.9 percent average annual increase in 
consumer
prices for the same period. The current Medicare reimbursement system is
neither intended nor able to control health care costs. 
 In fact, Medicare
authorities are wary of improving the benefit package because past
improvements, among others, resulted in undue cost increase.
 

c. &_sess and Utilization - As a result of physical,
financial, and possibly cultural and behavioral barriers to health services,
data from the Vital Statistics Division of the National Census and Statistics
Office reveal that in 1988, 59.4% of all deaths had no professional medical
attendance. 
Access to and utilization of health services also vary widely by
gecgraphic area and income class.
 

B. PROBLEM STATEMN
 

Philippine HCF trends show that the government cannot, now and In the
future, be expected to adequately address the health needs of all 
Filipinos.
Current national spending in health'is low, even by developing-country 
 -
standards. 
 Hhile there Is consensus 
on the need to expand government health
resources, macroeconomic problems make it difficult, if not impossible, to do
so. 
 Meanwhile, the Philippine population continues to grow at a worrisome
rate of 2.4% per year, health care costs are increasing faster than ordinary
households Can afford, and health needs are shifting towards more expensive

curative services.
 

The financial implications of these trends are substantial. 
 The problem
of health care financing In the Philippines, therefore, Is how to Increase the
level of health-sector Investments, rationalize their allocation, and enhance
operational efficiency by improving the structure of incentives In the sector.
 

Given the above diagnosis, the Philippine HCF problem must be approached
from the standpoint not only of resource and investment mobilization but also
efficiency improvement. 
Hith the GOP budget Impasse, additional health
 
resources can come only from:
 

* efficiency savings within the health sector; 

* incremental funds that can be generated by reforming and improving

the incentive structure for existing health financing and delivery

arrangements;
 
fresh resources 
that can be tapped by introducing new and creative
 
financing mechanisms; and
 

tapping existing pools of resources (e.g., 
excess reserve capacities

of mandated health funds) through policy change.
 



- 9 -


These new resources can be generated largely from the private sector.

Thus, the Health Finance Development (HFD) Project concentrates on the
 
examination of private sector constraints, the identification of viable

private sector health financing schemes, and improving market mechanisms such
 
that private Investors see health as a productive economic sector and not only
 
as a public-budget consumption item.
 

C. 	APPROACH TO T=E PROBM
 

Increasing health investments and maximizing their effectiveness will
 
require radical changes inthe way health services are provided and financed.

In the long term, this will require overall sectoral restructuring inwhich
 
appropriate market incentives are established for quality, equity, expanded
 
access to care, and greater private-sector participation.
 

To achieve these aims, itis imperative to (1)reorient the role of the
 
government inthe health sector and (2)involve private providers/financers of

health care in-the decision-making prucess, and provtide them with the
 
information necessary for efficient investment decisions. 
 From being the
 
major service provider, the DOH realizes that ithas to take on developmental

functions associated with the establishment of legal and regulatory framework
 
which makes private investment and.provision grow, and to administer public

resources more efficiently Inorder to finance care for the poor. In the
 
short-term, the DOH and PMCC plan to undertake a 
HCF policy reform program

that assists them evolve as development-oriented health agencies, divest
 
services that do not directly address equity and public-health goals, and
 
create a market environment that widens financial participation inthe sector.
 

For Its part, the private sector must be attuned and responsive to
 
structural changes and excercise voice Insetting appropriate market
 

.directions. Current mechanisms for private sector participation and feedback

inthe GOP health finance policy process is Informal and limited. Therefore,
 
a 
major element inthe DOH HCF policy reform program Wi1l be institutional
ization of this wider participation.
 

To recognize and respond to different HCF Incentive structures, the

private sector also needs access to low-cost capital to demonstrate alternate
 
delivery and finance systems and access to Information on the sector. These
 
will be made available through the HFD Project.
 

1. 	 Future Role of Government
 
in the Health Sector
 

Historically, DOH Involvement in the health sector has been in health
 
service delivery. For public health services, this isjustified on the

grounds of market failure, i.e., left to itself, the free and unregulated

market tends to underproduce public goods such as public health. DOH health
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services soon expanded into the provision of hospital services, and due to
political and technical constraints, these services quickly absorbed a
disproportionate share of the GOP health budget, even in the face of already

existing private providers.
 

The DOH is
aware that due to serious budgetary problems, it cannot be
expected to meet rising national health requirements, especially with the
impending health transition and rising health care costs. 
 The private sector
has to be stimulated to generate health investments and provide services to
assist the government achieve national health goals. 
 This approach
necessitates creating a policy climate conducive to private sector growth.
More fundamentally, it necessitates changes in the role of the government in
the health sector. From service provision, the DOH envisions to take on
paramount roles associated with the assessment of national health problems,
the organization of health resources, and the setting of standards.
 

a. Asessment Function 
- The assessment function relates tothe DOH's role in the identification of health problems at the national andsubnational levels. 

data 

Such role requires the marshalling of information and
to assess current health problems and forecast likely health scenarios
-tased ontrends In demography, epidenology, urbanization, economic growth,
and medical technology. 
These data are critical not only for purposes of
national health planning but also for private investment scanning. 
A critica
constraint to private-sector participation th health care has been the dearth
of information required for health investment decisions, e.g., demographic ani
epidemiologic trends, mortality and morbidity bases for actuarial analyses,
geographic location of existing health facilities, cost data. To pursue Its
assessment function, the DOH intends to strengthen epidemiological

surveillance, health facilities mapping, and health data generation and
 
analysis.
 

b. Organizing Function 
- The organizing function relates tothe DOH's role incoordinating public and private health-sector activities,encouraging multisectoral interest and participation in the sector, andpromoting investments In the health care market. 
It entails analysis of
sectoral constraints, definition of the proper roles of the government and the
private sector in health, and planning government resources carefully so that
they do not compete with the private investments. More fundamentally, the
organizing function requires the DOH to take-the lead in identifying and
crafting appropriate policies that address sectoral constraints so that
resources flow effectively into the sector insupport of national health goals.
 

C. Standard-Setting Function - Hidening-private-sector
participation also requires that the DOH strengthen its role as 
health service
regulator. Horldwide experience has shown that market forces alone do not
efficiently allocate health resources toward meeting health status and
development goals. Information asymmetry between provider and consumer, the
probabilistic nature of the demand for health care, third-party payment
systems, the exigency of need over demand, and medical quality standards -these product characteristics require standards and regulations. 
The rise of
third-party payment systems also requires legal and financial standards to
 
protect
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consumers and financiers. Hence, as the private sector becomes more involved
 
inthe health care market, the DOH and the PMCC know that they should assume
 
greater regulatory responsibility.
 

The HFD Project provides the DOH with the unique opportunity to examine
 
Its role and craft policies that lead to the achievement of national health
 
goals. The real goal, however, is not just to put new laws on the books but
 
to achieve a lasting transformation of the role of the government and ensure
 
that laws, policies, and regulations can be implemented.
 

2. ECF Policy Reform 

a. Scope of Poli y.JeQrf - Shifting the role of the 
government and stimulating the growth of the private sector in health service
 
provision and financing necessitate a deliberate policy reform program that
 
addresses both the demand for and supply of health services.
 

On the demand side, the DOH and PMCC realize the need to craft reforms
 
required to enable households and consumers to have financial access 
to health
 
servizes and to reduce the financial risk of households in case of illness.
 
For poor households, demand financing enables them to t-ansform their health
 
needs into health demands.
 

Demand financing entails improvement and expansion of Medicare and other
 
randated health programs as well as examination of the current and potential

roles of HMOs, private Insurors, employer-provided health benefits, community

pools of resources, and other funding mechanisms. It also entails looking at
 
ways by which the organization of government-mandated health programs and
 
funds can be improved, and how private-sector providers and insurors can
 
establish tieups to such already-established pools of resources.
 

Worldwide experience shows a wide range of generic policy instruments that
 
can influence demand. Among these are:
 

Tax treatment of premiums and industry regulation of private
 

insurors and HMOs;
 

Reimbursement rules, speed of payment, beneficiary base, and
 
regulation of government-mardated health Insurance program;
 

• Coverage laws of employer-provided health benefits; and
 

• Subsidies and indigent coverage.
 

On the supply side, the DOH Intends to look closely at hospitals since
 
they are the largest users of health resources. The reform Interest is not

Inhospitals, per se, but Inthe Improvement of the incentive structure and
 
operating procedures in these institutions, both public and private, towards
 
greater efficiency and effectiveness.
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Hospitals are production units that employ factors of production (inputs)
to produce health services (outputs). This framework provides a convenient
 way of identifying generic policy instruments that can be used to improve

hospital efficiency and effectiveness. Among these are:
 

* Decentralization and autonomy laws which impact on the way 
public hospitals are governed, managed, financed, and owned;
 

Facility licensing requirements and locational restrictions that
 
impact on physical plant;
 

Credit policies, tax laws, and investment regulations that
 
impact on the flow of financial capital;
 

* Import tariffs, customs regulations, and trade restrictions that
 
impact on equipment and supplies;


* 	 Professional licensing and employment regulations that impact on 
the supply of labor; 

* 	 Various incentives/disincentives that impact on the geogi-aphic 
distrJbution of health facilities, including certification of
 
need;
 

Public investment decisions with regard hospital infrastructure
 
and support infrastructure such as roads, communication, and
 
power; and
 

* 	 Pricing and reimbursement rules. 

The HFD Project will provide DOH with resources to Identify and use

policy instruments that Improve the demand and supply of health services.
 

The GOP's pincer-like approach to HCF policy reform --
i.e., demand and

supply addressed in tandem -- is 
not only suitable; it is necessary. Parallel

reforms in financing and provision are complementary and mutually

reinforcing. First, demand financing encourages supply, as shown in the

growth of private rural clinics and hospitals In the early years of Medicare.
 
Second, financial access enables consumers to widen their choice of providers
which, in turn, stimulates competition and efficiency. Third, demand

financing without corresponding efficiency improvements in service delivery

only drives up health care costs.
 

The HFD Project, therefore, considers assistance to the GOP In
 
supply-efficiency improvements (Component 3) 
as important as demand financing

(Component 2). Resource mobilization in health can be easily nullified

unless cost containment measures are put in place. 
The Project provides

resources for the examination of macro as well as micro issues In the
 
operation of hospitals for the purpose of improving their efficiency.
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b. KRF Policy Proceal - HCF policy reform is 
particularly difficult in the Philippines because of the high degree of
pluralism, both in service delivery and financing. Pluralism adds a
 
complicating dimension to the complex nature of HCF issues. 
 Philippine

society operates on the basis of consensus and Filipinos, ingeneral, have

high regard for decisions arrived at on the basis of broad-based and
 
transparent consultation.
 

Because the Philippine HCF arena is filled with varying interests, it is
imperative that the private sector --
professional societies, trade
 
associations of providers and insurers, non-governmental organizations (NGOs),

employer groups, and consumer and labor groups --
has broad access to the HCF

policy process. More fundamentally, it is imperative that the HCF policy
process is institutionalized and becomes an ongoing, dynamic, and iterative
 
exercise. The development of this participatory policy process is the
 
cornerstone of the HFD Project.
 

At present, the elements of the HCF policy process in the Philippines are
 
not well develDped. HCF changes are difficult to int roduce due to:
 

the absence of an agreed upon national policy agenda and strategic
 
framework that can provide sectoral direction;
 
the lack of rational and broad-baLsed mechanisms that provide the
 
means for the consideration and crafting of health policies,
 
regulations, and legislation;
 
the scarcity of information needed for making critical decisions,
 
building consensus, and evaluating alternative options at the macro
 
and operational levels; and
 

* the dearth of data and resources for demonstrating the viability of
 
various modes of providing and financing health services.
 

The DOH envisions a health policy process that addresses these
 
constraints. In September 1990, it launched a Health Policy Reform

Initiative (HPRI) to est~blish a process for studying, testing, implementing,
monitoring, and evaluating policy reforms in health care financing. 
Figure 1
 
outlines the DOH's policy process. 
The policy process provides mechanisms by

which health finance policy Initiatives can be:
 

* Proposed and studied; 
* Demonstrated/pilot-tested, if necessary; 
* Recommended for policy action; 
* Implemented;
* Monitored and evaluated; and 
* Revised, ifnecessary. 

The health policy reform mechanisms proposed through the HPRI are:
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A National Committee for Health Policy Development (NCHPD) composed
of key policy advocates representing the various agencies and
interest groups involved inthe health sector, headed by the
Secretary of Health and designated by the President through an
 
Executive Order.'
 
A Health Policy Development Technical Committee (HPDTC) composed of
 
key policy analysts headed by the DOH Chief of Staff and designated

by the Secretary of Health through an Administrative Order.
 

* A Health Policy Development Staff (HPDS) composed of DOH personneldedicated to managing the HFD Project and tracking the HCF policy

reform process.
 

Inputs from the HPRI will come from a
variety of sources as determined by
the DOH. The HFD Project will be a major supporter of this health finance

policy Reform Initiative.
 

3. 	Private Sector Response
 

-To-ensure the responsiveness of the private sector to structural changes
Inthe health Finance market, the DOH will develop mechanisms for involving
the private sector inthq formalized health policy decision-marking process.
To effectively participate, the private sector will 
need 	access to (1)the
policy process; (2)information on'the current health market; (3)financial
capital and technical a;sistance to develop and demonstrate viable
alternatives for health services delivery and finance; and (4)training and
other capacity-building activities needed to assume new and more efficient
roles in the sector. 
 Promotion of these private sector directed activities
Isan important element'of the HFD Project approach.
 

D. PROJECT RATONT ,
 

1. 	Relationship of the Project
 
to USAID Strategy
 

The HFD Project's goal and purpose and anticipated outcomes directly
reflect the thrust of the Asia and Near East (ANE) Bureau's FY 1990 HCF
strategy, "Creating Resources for Health: A Strategy to Expand Development of
Health Sectors inthe ANE Region." Inaddition, the design reflects USAID's
direction set inboth the Philippines Assistance Strategy Statement (FY-... 
 .
1991-1995) of March 1990 and the Health Care Financing Strategy of April i990.
 

a. = Stratea - The ANE Bureau's HCF strategy calls forthe expansion of "finarcial pluralism inthe health sectors inANE countriessuch that governments have the opportunity to cost-effectively allocate publicbudgets to the poor most inneed and to public health activities."
Specifically, the objectives of the ANE Strategy are:
 

to increase efficiency and effectiveness by creating or improving
financial management skills and institutional systems for health
 resource generation/recovery which drive the health care system

toward cost-containment while motivating quality;
 



PRESIDENT 

Executive Order 

Health
FinanceCouncil for FinanceResearch Health Policy Policy 

MM3ltecoral PlcHealth Finance PoiyPolicies
Policy Forum Recommen-
HealthPolicy datlons 
Health Policy 
Development 
Staff 

Tested 

Health Health 
Finance Finance 
Research Policy I 
Agenda Framework 

PolicyPreliminary Areas/
Research Issues/
Agenda Questions 

I 


Figure I . . 
HCF POLICY PROCESS 

Department of Health 

lNational1 FnacPoiyHlt
Accepted Policy Implementa-.iac 

Regulations
Legislation 

Accepted 

Demonstration Montoring
Projects and 

Evaluation 

HOSPITALS
HM03 
INSURORS
 
COMMUNITIES
 

IOTHERS
 

Notes: 
Large -sealspolicy Implenentatlon activities will be the scope

ofHCF Program Assistance (Phase II).
Activities are not drawn to scale. 



- 16 

to Improve equity by creating/tapping plural pools of local 
resources
 
for.cost-recovery in both product and service aspects of health care

provision; and
 
to extend coverage and access by expanding/creating plural pools-of
 
financial resources for investment In health care improvement or
 
expansion, both of services and input products.
 

b. Hission Strategy - The Mission's overall country
strategy and specific HCF strategy support the ANE HCF objectives. The
Philippine Assistance Strategy Statement (PASS) places emphasis on the
efficient and effective delivery of social services, on the one hand, and
increased pluralism ineconomic activities, on the other. 
The Mission's HCF
strategy takes into account the pluralism that is already in place In the
Philippine health system and efficiency-improving initiatives being undertaken
by the government and the private sector. 
 Thus, the purpose of health sector
assistance to the Philippines, as 
stated In the PASS, is to continue the
diversification of health care financing and delivery focusing on the
equitable and cost-efficient distribution of national health resources. 
 In
pursuit of this strategy, the RFO Project seeks to develop the health care
market inorder to improve health service quality, equity, coverage,
efficiency, and private Investment and financing.
 

Many of the elements of the HFD Project are being ushered in by the HCF
benchmarks of the Child Survival Program. 
This Program provides a $50
million grant ass'stance to GOP over a 5-year period, beginning 1990,
conditioned upon the achievement of a set of performance targets.
 

The Child Survival Program has provided the venue for clarifying,
focusing, and sharpening GOP strategy in the health sector in.general and
health care financing in particular. The pioneering HCF studies being
undertaken as part of Program benchmarks will 
provide the DOH additional
empirical inputs for the development of a national health care financing
strategy. 
The Child Survival Program Is assisting DON to pursue policy
objectives in the areas listed below. 
All of these activities will be
continued and expanded under the HFD Project:
 

* Cost containment for DO services;
 

Improved cost-recovery for DOH facilities and services;
 
* Privatization of DOH specialty hospitals and DOH support services; 

* Expansion of private-sector participation inhealth planning;
 

Increased role of the private sector in the provision of health
 
services; and
 

* Stimulation and facilitation of HMO development.
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2. Relationship of the Project
 
to GOP Strategy, 

The updated Medium-Term Philippine Development Plan (1986-1992) placed
greater emphasis on developing the health sector and proposes to compensate

for past neglect by expanding and improving health services. Key objectives
of the Plan are to increase government resource allocation to the health
 
sector, improve the sustainability of health services, expand private sector
participation in health, and improve the sectoral policy and regulatory

environment.
 

While obtaining more appropriations for the health sector continues to be
 a DOH strategy, the Department is also looking into possibilities of tapping

extra-budgetary sources, including:
 

* Expanding the coverage of Medicare to the informal sector; 

* Medicare-HMO tieups; 

* User fee generation and retention at public hospitals; and
 

* Expanded role of local government units (LGUs) in the financing of
 
health care.
 

The DOH also continues to place emphasis on organizational reforms

designed to achieve greater efficiency in the delivery of health services,
including the integration of health services at the field level and area-based
planning to improve the identification of high-risk groups. The thrust

towards greater private-sector participation is being realized through the
privatization of health facilities, networking arrangements between DOH and
private hospitals to address problems of scale; and continuing dialogue with

private funders (e.g., HMOs) and providers.
 

3. Relationship of the Project

to Other Donor Asistance
 

Although several major donors are supporting the Philippine health sector,
only USAID has committed specific funding for health financing initiatives.
Hith the exception of the Horld Bank-financed Philippine Health Development

Project, which provides US$600,000 for broader health policy studies and
analyses, no other donor assistance is being provided inthe field of health'
policy and health sector restructuring. 
 The DOH Is closely coordinating USAID
and Horld Bank initiatives in the health policy arena. 
Other donor sector
loans and grants for infrastructure improvements and technical assistance
 
assume that the current structure of health services provision and financing
will be maintained. 
Japanese aid has been focused on equipping DOH provincial

hospitals (23 to date). German assistance, limited to the public sector,

focuses on improving health information and management systems at the district
 
level.
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The DOH has begun to work with the Asian Development Bank (ADB) in the
design of a health sector loan which is expected to upgrade current hospital

facilities and rationalize the system. 
The ADB has provided $400,000 for a
study on a "Philippine National Hosp'tal Service Development Plan." The ADB
is contemplating a 5.-year loan projez.t in the sector for $30 million plus some
grant-financed technical assistance. 
 The study and proposed ADB assistance
 
are being developed by the DOH in concert vith Component 3, Hospital Financing

Reforms of the HFD Project.
 

WHO is providing limited technical assistance in health management and
medical records. The International Labor Organization funded a 
May 1989 study

of Medicare under the United Nations Development Programme's Technical Support

to the Review of Social Security Policies and Administration Project.
 

The International Health Policy Program, a health research initiative

funded by the Pew Trust, Carnegie Mellon, the World Bank and WHO, has

developed local academic capacity in health finance and funded five health
policy studies in the Philippines. Four of the studies deal with health care
related matters including health manpower in the Philippines, hospital cost

comparison, prepaid managed health care, and drug consumption behavior. 
The
.FD will utilize resources developed under this Program in carrying out health
 
finance policy related research.
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II. PROJECT DESCRIPTION
 

A. 	 PROJECT M71 PZU3RIQ0
 
AND END-OF-PROJECTSATU
 

I. Goal and Purpose 
The goal of HFD assistance isto develop the health care market inorder
to improve health service quality, equity, coverage, efficiency, and private
participation. This goal will 
be measured by an increase inthe utilization
of health services in the five lowest income deciles. 
The goal is premised on
the assumption that better access to and utilization of health services lead
 

to better health status.
 

As a first step towards this goal, the HFD project purpose is tQ
establish a process for formulating and implementing health sector policies,
regulations, and legislation supportive of health-care market improvement.
(See logical framework.) This improvement will be achieved through a careful
restructuring of the health sector that results inmore equitable access to
efficient and effective health services delivered by private and public

providers.
 

As the GOP meets success indeveloping appropriate financing policies to
meet Project goals, USAID will consider development of an additional support
mechanism at the mid-point of Project implementation. The purpose of this
proposed HFD Program assistance would be to assist the GOP in implementation
and institutionalization of a subset of priority financing policies to serve
 as the foundation for health sector restructuring.
 

2. fject Components
 

The Project has three interrelated components which are depicted

graphically in Figure 2 and described briefly below.
 

Component 1 will develop the country's capacity for transparent,
 
private/public-sector interactive, and research-based policy

formulation process. 
 This-entails the establishment of mechanisms
which allow private-sector access to the health care-financing policy
process. 
 The existence of this health policyprocess is integral to

the achievement of the outputs expected from Components 2 and 3 of

this Project, making the three components interdependent.
 
Component 2 will seek to improve efficiency and expanded coverage
 
of the 	national HCF program. 
This will be done via (a)reforms in
the Medicare I Program, and (b)the development of strategic options
for encouraging the growth of other HCF schemes such as private
risk-sharing, employer-provided health benefits, and community

financing schemes.
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Component 3 will seek to improve the efficiency and effectiveness
 
of hospital-based care provided through public and private
hospitals. 
 Activities will focus upon hospital sector restructuring
at the macro level and hospital institutional reform at the micro

level.
 

The policy proposals arising from both Components 2 and 3 must be fed Into
the health finance policy process established via Component 1 for the
appropriate health policy actions.
 

3. End-of-Project Status
 

The outcome (end-of-project status) expected upon completion of this
Project isan integrated set of policies and strengthened capabilities which
will 	serve as a 
basis for health sector restructuring. These are divided into
three areas to reflect Project components.
 

a. 	National Eealth 
Care Financing Policy
 
This 	end-of-project status will be a
National Health Care Financing

Pdll.cy and include:
 
• 	 A process for private'sector participation inhealth finance
 

decision-making and access to health finance information;
 
* 	 Increased private sector capacity to conduct and utilize health
 

finance research and sustain the health policy process;
 
• 
 Improved health sector access to the legislative and executive
 

policy processes;
 
Increased private and public sector awareness of and advocacy

for potential health finance solutions; and
 

• 	 Improved flow of information to the private sector.
 

b. 	ImprovedEfficiencyand xpanded Coverage

ofNational Health Care Financi'
Mechanism 

This 	end-of-project status will include the following:
 
• PMCC policy on Medicare I reforms;
 

• 
 GOP policy of encouraging broader private and public-sector
 
risk-sharing for health;
 

• Demonstration of viable private sector options for health
 
financing coverage; and
 
Improved capacity inthe private sector to recognize and respond

to incentives for investment and growth in private financing

mechanisms.
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c. IncrnLsed Efficiency and Effectiveness in
 
the Financing of Hospitals
 

Hospital sector end-of-project status will include:
 
Increased private sector capacity to efficiently manage the
 
provision of health services given the structure of health
 
financing;
 
Demonstration of alternative private sector health care delivery
 
and financing mechanisms;
 
A strategic DOH plan for hospital financing, including sectoral
 
and institutional reforms which promote allocative and

operational efficiency; and
 
A GOP policy of stimulating private hospitals to pursue national
 
health goals.
 

4. 	 Subsecuent Activities 
Assuming successful implementation of the HFD Project, a second phase of
HFD 	assistance may be proposed. 
This 	could consist largely of policy-based
cash disbursements beginning in FY 1994 to support and offset the costs of
Implementation of a specific set of priority health finance policies developed
under HFD Project assistance (see Figure 3).
 
Initial discussions for this proposed follow-on activity have highlighted
 

thp following potential 
areas for support:
 

* 
 Transition of the role of the Department of Health;
 
* 	 Implementation of a national health care financing policy; 

* 	 Restructuring of the ownership, governance, financing, and management 
of DOH hospitals; and 
Province- or region-wide demonstration of structural reforms in 
financing and provision of services.
 

Preliminary budget estimates value this program at a 
minimum of US$30
million over a five year period. 
If proposed, the HFD Program Assistance
Initial Proposal (PAIP) would be scheduled for approval in January 1993, with
Program Assistance Approval Document (PAAD) approval inAugust 1993. 
 Initial
disbursement would be scheduled for August 1994.
 

B. 	 CO QIh IT 1 -

POLICY FORMULATION
 

1. 	 ProjectOutput 

The 	output of this component Is the formation of capacity for
research-based policy formulation and the establishment of mechanisms for an
interactive and transparent HCF policy process. 
 Project activities will
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support the broader DOH health policy process -- an iterative, dynamic process
leading to the design and promulgation of appropriate policies, regulations,
and legislation needed to improve the health care market and thereby achieve
national health goals. 
 The Project will establish the multisectoral health
finance policy forum which will be supported by information generated from the
National Health Accounts (NHA) Database and the Health Policy Database.
 

2. Project Activities
 
Project assistance will fall into three categories: (a)support for the
HCF policy process; (b)support for the multisectoral health finance policy
forum; and (c)development of the NHA Database and Health Policy Database.
 

a. 
 Support for the SCF Policy Process 
- TheDOH has launched the-Health Policy Reform Initiative to establish a 
process
for testing, implementing, monitoring, and evaluating HCF policy reforms. 
To
provide guidance for this Reform Initiative, a multisectoral National Council
for Health Policy Development (NCHPD) will 
be established by an Executive
Order with representation from the DOH, related government agencies,
professional societies, the research and academic community, and trade
associations of private providers and Insurors. 
 The Health Policy Development
Staff (fiPDS) being established within the DOH will take lead responsibility
for the attainment of the expected output of this component. 
The Health
Policy Development Technical Committee (HPDTC) will provide technical guidance
for the HCF policy process. 
 The steps in the HCF policy process are shown
schematically inFigure 1 and described below:
 
(1) DeveloDment of a 
Health FinancinaPolicyFramework
 
This framework will constitute the policy areas, policy questions,
and policy issues that must be considered inorder to effect
necessary HCF policy reforms required to achieve-national health
goals. 
 Itwill also document implicit policies which require
consideration and Identify the influential policy-makers who must be
Involved inthe process. A preliminary health financing policy
framework, developed by the DOH as input to the HPSC deliberations,
contains the following five policy areas:
 

the priority areas for future public health budgets based upon
epidemiologic, demographic, economic, and social 
trends;

strategies for encouraging the private sector to pursue national
 
health goals;
 

measures for enhancing efficiency inthe public and private

sectors;
 

* development of a national health insurance system; and
 

* articulation of new perspectives on the health sector in the
Philippines.
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In developing the Policy Framework, the NCHPD will consider the
 
situation at the national and subnational (regional and provincial)

perspectives 
so that special geographic concerns are incorporated

into the Policy Framework.
 

(2) Design of a Health Financina Policy Research Agenda
 

The policy areas, issues, and questions articulated in the Health
 
Financing Policy Framework will inform the design of the research
 
agenda. Considerable work has been done in this area. 
 In 1990, the
 
DOH, using funds from the Philippine Health Development Project

(PHDP), connissioned the Philippine Institute for Development Studies
 
(PIDS) to develop a comprehensive HCF research agenda in relation to
 
Medicare II. The research agenda, completed in November 1990,

identifies studies necessary to develop a national health care
 
financing system. Six studies are also being completed as part of
 
HCF benchmarks of the USAID-funded Child Survival Program of the
 
DOH. Finally, background studies are being conducted as input to
 
project design of the HFD Project. The studies that are either
 
planned or already in progress are:
 

* development and analysis of HCF baseline data; 

* background study on health insurance in the Philippines;
 

* analysis of constraints to private sector participation in the
 
health care market;
 

* analysis of constraints in hospital management; 

* user fees and cost containment practices; and
 

* patterns of local-national government sharing in the financing 

of health care.
 

(3) Health Financing Research Studies
 

The HPDS will coordinate these studies. Studies funded under the

PHDP and the Child Survival Program represent the first wave of
 
research efforts. Subsequent studies will be determined by the
 
policy issues identified in the policy framework.
 

In addition to studies currently being done, the HFD Project will
 
fund generic research which leads to the identification or
 
clarification of HCF policy issues and eventually to the formulation
 
of policy. Examples of such research are modelling exercises which
 
forecast the impact of the epidemiologic transition; the cost-benefit
 
studies of certain health interventions such as Vitamin A
 
supplementation, iodine supplementation, and Hepatitis B vaccination
 
if expanded nationally; or the epidemiologic and financial impact of
 
current or emerging diseas ?s such as AIDS.
 



(4) DevolgMent of a 
Uealth Financing Policy Aaenda
 

The findings from the research studies will be channeled to the HPSC
and its associated units to review policy implications and make
policy recommendations. 
The policy recommendations emanating from
this review process will constitute the official Health Financing
Policy Agenda for the DOH. 
 By their nature, certain policy
recommendations can be proposed for immediate adoption as soon as
careful analyses of their impact hrl been evaluated. These will be
Immediately proposed *y the HPSC for promulgation of the appropriate
level of policy, regulation, or legislation.
 

(5) Demonstration0 roJects
 

Certain policy recomme&-ations will need to be tested and validated
for their feasibility. For these Initiatives, the HFD Project will
support demonstration projects where the policies and their impact
can be evaluated. 
The HPDS will oversee the demonstration projects.
evaluate their impact, and then propose appropriate steps toward
policy, regulation, or legislation.
 

(6) HCF Pol cM Actions
The final step inthe HCF policy process isthe promulgation of
appropriate policy actions. 
There are four levels of policy actions
that can be taken for any policy recommmendation:
 
* Constitutional Law; 
* Republic Acts;* Executive Orders; and 
* Administrative Orders 

The HPDS will identify the appropriate action that must be taken for
each policy recommendation and initiate the necessary administrative
 
or organizational steps.
 

(7) PolicyMonitoring andEvaluation
 

Once a 
policy action has been taken, the DOH will have to monitor It
to assure that ithas been Implemented accordiNg to the correct
operational guidelines. 
The DOH will also evaluate the impact of a
policy action to measure its effectiveness and revise it if
appropriate. 
Health policies must be dynamic, responding to the
evolving needs and concerns of the health Sector. *The monitoring and
evaluation function will guarantee this dynamism by creating a
feedback loop where promulgated policies can be reconsidered inthe
Policy Framework for further study and revision, Ifnecessary.
 
The Health Policy Reform Initiative is not intended as a rigid, sequential
process. It should be viewed as a
fluid, dynamic, and Iterative process
which can be accessed at any step. Certain policy issues may not require
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further research inorder to develop policy recomendations. Some policy

recommendations may be so straightforward that policy actions can be
 
initiated without demonstration. The major advantage-of the health
 
finance policy process is that it establishes a framework for policy

formulation that canbe accessed at the appropriate step in the process

depending upon the policy Issue.
 

b. Support for Mltisectoral Health
 
Finance Policy Forim - In order 
 to foster a continuing health
 
policy dialogue that is independent of the health policy process described
 
above, an independent forum for health policy will be created. 
 The forum will
have representatives from the Philippine Medical Association (PMA), the

Philippine Hospital Association (PHA), the PMCC, the AHMOPI, pharmaceutical

companies, the private medical sector, interest groups, the community at
large, and the DOH, formed in a loose association to discuss and debate policy

issues. This independent forum will guarantee all concerned parties access to
 
the health policy dialogue and create a venue where ideas can 
be generated,

issues raised, and positions argued in a neutral environment and consensus
 
built for specific actions. 
Appropriate linkages of the multisectoral health
 
Finance policy forum to the policy process will be developed.
 

The Project will provide resources to establish the Forum, publ'sh a
regular newsletter on current health financing policy issues, and provide

competitive small grants for forum members to complete research and
 
.demonstration activities.
 

c. Development of the N and Health 
Policy Databases - Data on the sources and uses of funds in thehealth sector are anecdotal at best. 
 As a result, it is difficult to assess
 
the efficacy of health expenditurcs without a clear picture of allocations and

expenditures. 
 The project will assist the DOH to develop a National Health
:Accounts (NHA) Database which can track public and private sector health
 
-expenditures by7 source and category on an annual basis: 
Examples of Jata

generated from this source are total annual health expenditures, public vs.

private expenditures, capital vs. recurrent costs, primary care vs. 
secondary

and tertiary care, expenditures by region and expenditures by type of
 
service. The NHA Database will be updated periodically to provide

decisionmakers with time series trends.
 

At present, there is no catalogue of existing health policies which can. be

accessed on a timely basis. Formulating new health policy is impossible

without knowledge of existing policy upon which it must build. 
 The HFD

Project will 
create a Health Policy Database which catalogues and archives
 
existing health policy for easy reference and access.
 

3. Projectc Irkp t 

a. Technical Assistance - The Project will provide
domestic and expatriate technical assistance on a:long-term and short-term
 
basis for the following purposes:
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* technical support for the NCHPD, the HPDTC, and HPDS;
 
* 
 specific technical input to the health policy process, especially in
 

the formulation of the Health Financing Policy Framework, Health
 
Policy Research Agenda, and Health Financing Policy Agenda;
 

* design of research methodologies and protocols and actual conduct of
 
studies;
 

* policy monitoring and evaluation;
 

* technical support for the multisectoral forum for health finance
 
policy;
 
technical support to domestic institutions to strengthen their HCF
 
training, research, and policy analysis capacities;- and
 
design of the NHA Database and the Health Policy Database.
 

'b. 'rivxIg- Project inputs for short-term and long-term
trattnng, both locally and abroad, will support the health policy process and
the health policy resedrch. 
The HFD Project will support the following

training activities:
 

* capacity-building workshops/courses on health finance policy 

development;
 
orientation Visits for decisionmakers involved in the health finance
 
policy process to the US and third countries with analagous
 
experience inhealth policy development;
 

* strengthening educational programs inhealth service administration
and health economics offered by domestic institutions through the
provision of fellowships, internships and scholarships;
 

collaborative arrangements with U.S. institutions through the
provision of 17ellowships, scholarships, 4nd internships which focus
on the design, methodology, and data analysis of health financing

studies.
 

C.-Reearch - Much of the research to be supported by the HFD.
Project will be done through Component2 and Component 3.-
 For example,
elements of the Medicare I evaluatioh, provider and beneficiary profiles,.and
the health care financing environment will be supported via Component 2 while
sectoral and institutional diagnostic studies for hospitals will be supported
via Component 3. Specific research which will be conducted under Component 1
includes:
 

primary data collection and secondary data analyses which contribute
 
to the establishment of the NHA Database;
 

generic studies which contribute to identifying and clarifying health
financing policy issues; and
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the archiving and cataloguing of existing health policies in the
 
Health Policy Database;
 

d. Comodities - The HFD Project will procure computers andaccompanying software commensurate with the data management needs generated by
the health financing research and the MHA Database. 
These commodities will be
used by the HPDS and the local institution chosen as the locus of the NHA
Database. 
An assessement of computer needs will be done immediately upon
commencement of the Project to determine the amount and specifications of the
hardware and software that will 
be needed inorder to expedite procurement.
 

e. Local Costs - The HFD Project will provide local costs
 
for the following purposes:
 

Additional administrative support required for Project Implementation
 
for the NCHPD, the HPDTC, and the HPDS;
 

* Seminars and workshops to facilitate the health policy process, which
 
will be held at critical junctures to raiseiawareness, gain
consensus, obtain technical inputs, or formalize key steps in the
 
policy process.
 

Support for health policy actions: Legislation will have to be
crafted and consensus built within legislative bodies. Regulations
will have to be drafted. Local 
costs will provide some additional
admikistrative support to overcome obstacles at this final and

crucial step in the health policy process.
 

* Seminars, workshops, and publications to disseminate findings from
 
HCF studies.
 
Seminars and workshops sponsored by the Multisectoral Forum for
 
Health Policy.
 
Small grants to domestic Institutions in support of seminars,
 
workshops, training, research, and policy analysls.-


C. COMPONENT 2 -

IEALTE CARE FINANCING MCHANISMS 

1. ProjLect Output 

The output of this component is improved efficiency and expanded coverage
of the national HCF program. The activities under this component will seek to
effect reforms in the existing Medicare Program to improve Its equity,
accessibility, and impact upon health status, and to encourage the development
of private sector options for health care financing.
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2. Project Activities
 

The HFD Project will assist inthe following major efforts: (a)
improvement and expansion of the Medicare program; and (b)private-sector HCF
 
options.
 

a. Improvement and ExRpasion of MedicareThe current compulsory medical insurance program, known as Medicare I,
provides partial reimbursement for in-patient care for enrolled members inthe
wage-based sector. SSS.administers the program on behalf of private-sector
employees, and GSIS administers the program on behalf of civil servants and
civil service retirees. PMCC provides oversight for both SSS and GSIS
Medicare programs. 
 Medicare I reaches about 38% of the population but
contributes only 3% of total annual health expenditures. There isno Medicare
coverage provided to the self-employed, the unemployed, and the poor.
 
Activities under this component seek to expand the number of people who
receive Medicare coverage and increase the beiefits itprovides to its
members. 
 In addition, itwill provide information on the nonwage-based
sector. 
 To reach those objectives, the activities under this component will
-be conducted ina sequence of Diagnostic Stage studies which produce policy
Tecomendatlons; a Design Stage where policy recommendations are translated
into concrete interventions, syst,'ms, and plans of action for their adoption;
a 
Demonstration Stage where field trials can evaluate effectiveness and
impact; and a Po11 y Stage where findings are fed into the Health Policy
Process developed under Component 1. Figure 4 shows the conceptual framework
for the improvement and expansion of Medicare.
 

The activities which will be carried out to improve and expand the
Medicare program are:
 

(1) Medicare IReforms
 

There have been several studies on the strengths and weaknesses of
administrative and operaticnal aspects of the Medicare Program.
While none of these studies have been comprehensive inscope, they
have identified several distinct problem areas which need to be
addressed immediately. For example, there isa 
need for a uniform
management information system (HIS) which can track utilization and

expenditures.
 

The HFD Project will assist the PMCC to examine the Medicare program
ina more comprehensive fashion. 
The comprehensive assessment will
focus on the following elements of the Medicare I program:
 

• a profile of beneficiaries and providers;
 

an actuarial analysis of the current benefit package and premium

levels;
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analysis of utilization patterns among different beneficiary
 
segments and provider units;
 

* structure and level of contributions;
 

* 	 analysis of reimbursement procedures; 
* 	 review of administrative procedures such as collection of 

contributions, claims'processing, disbursements, and management

information systems;
 

assessment of PMCC role Incoordination and oversight;
 

organizational analysis of roles, relationships,

responsibilities, and authorities of the principal agencies

Implementing the Medicare I and other government-mandated health
 
programs, i.e., PMCC, GSIS, SSS, and ECC; and
 
analysis of the Impact of Medicare I reimbursement structure on
 
the organization and delivery of health services.
 

Much of this evaluation can be done with secondary data from other
studies. In
some Instances, the management information systems being
one example, there is no need for further assessment since a
 consensus exists for immediate action. 
Inother Instances, primary
data 	may be necessary to better define the problem and delineate
options. 
 The purpose of the Medicare I evaluation proposed through
this Project isto provide a framework for a comprehensive review of

the Medicare I Program.
 

The results of this assessment will generate recommendations aimed at
improving the Medicare Program. 
It Isanticipated that those
recommendations will cover, at a 
minimum, the following areas:
 
radification inthe benefit structure so that the package is
 
expanded beyond hospital care and the compensation to the
 
enrollee isincreased;
 
making the contribution structure progressive rather than
 
regressive;
 

a proposals for expediting payment to providers;
 

a 	 proposals for cost containment;
 

a 	 contractual arrangements with providers which incorporate
 
providers in the risk equation;
 

proposals for expanding Medicare coverage of the employed,

wage-based sector;
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policy for reserve requirements; and
 

proposals for reorganization and possible merger of
 
government-mandated health funds.
 

Details of the Design Stage must necessarily await the specific

recommendations emanating from the Medicare evaluation. 
The examples

presented here are illustrative of the kinds of design work that will
 
be necessary once recommendations have been accepted:
 

* 	 decentralized claims processing;

* restructured benefit package and premium levels;
 
a development of an MIS;

* 	 development of quality assurance and utilization review system

* 	 restructuring organizational forms
 
* systems and procedures for cost containment
 
a steps to Improve fund management

* 	 plans for enrolling new members
 
* ;development of a relative value scale to reimburse providers
 

The systems and interventions for Medicare I reform should be
 
designed as components of a comprehensive package of interdependent

interventions whose adoption and application will lead to the
 
anticipated outcomes.
 

(2) ?M1C Tiiu=
 
4 

Since 1987, PMCC has worked with two HMOs on a trial basis to
 
experiment with potential linkages between the Medicare Program as

funder and HMOs as service providers. An evaluation completed in
 
April 1991 lays the basis for the conceptual design of systems to

improve and expand this linkage. PMCC has no experienco

collaborating with private Insurors or provider groups. 
The project

will.support further in-depth evaluation of the HMO tieups, and

examine the potential for linkages with private insurors and provider
 
groups.
 

Based upon this evaluation, recommendations will bemade for
 
expanding PMCC's relationship with alternative administrative and
reimbursement schemes. The HFD Project will pilot-test various

options for private Insurance linkages with Medicare such as:
 

a 	 expanded HMO tieups;
 

* 	 private insurance administrative services only (ASO)
 
sub-contracts;
 

a 	 Preferred provider organization (PPO) tieups; and
 

a 	 provision of reinsurance mechanisms.
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(3) 	Development of Medicare HIS
 

There isno reliable HIS for the Medicare program which can be used

by PMCC and the Medicare fund administrators to monitor utilization
and costs, validate claims, and control abuses in the program.
HFD Project will combine its resources with those from the PMCC,

The
 

GSIS, and SSS to design and pilot-test an MIS that will allow PMCC to
monitor utilization levels by provider and beneficiaries, assess

quality of care, track revenues and expenditures, and control
abuses. Nith these information at its disposal, PMCC can then
appropriately evaluate new administrative and health delivery options
 

(4) 	Merging of Medicare and Other Mandated Health Funds
 

There are four separate corporate entities currently responsible for
implementing Medicare and other government-mandated health funds:

GSIS and SSS administer the Medicare funds on behalf of PMCC while
the ECC provides workmen's disability compensation and attendant

medical benefits for the formally-employed sector. This arrangement
divides responsibilities, dissipates PMCC authority as the unifying
.-organization respoasible for policy-and decisions, and weakens

coordination of benefits among the health funds.
 

The HFD Project will 
undertake a study to assess the administrative,

technical, and political feasibility of Integrating the SSS-GSIS
Medicare funds and the medical-care component of the EC fund under
 one umbrella fund managed by the PMCC or an analogous organizational

entity. The results of this assessment will be reported to the PMCC

and the HPSC for appropriate policy action.
 

(5) 	Prifile of the Population Groups withoutMedicare Coverage
 
Large portions of the population still have no Medicare coverage.

There has been no systematic effort to provide Medicare or any other
health insurance coverage to the self-employed, unemployed, and the
rural poor. Information on these population groups Is Inadequate or

-nonexistent. Until reliable data can be generated, Itwill be
Impossible to develop plans for providing health Insurance coverage

to these groups.
 

The lFD Project will support research activities that Identify the
noncovered population and develop their socioeconomic and health

profiles. 
 The research will cover the following areas:
 

* 	 beneficiary profile; 
* 	 ability to pay; 
* 	 eligibility criteria;
 

benefit and premium structures;
 
* administrative systems requirements;
 
' delivery systems; and
* 	 collection mechanisms. 
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I. Private-Sector NCF Options - The health
insurance industry inthe Philippines, excluding the Medicare Program, is

still in its embryonic stage of development. Private health insurance,

Including coverage provided by HMOs, accounts for only 1%of total annual
national health expenditures. Private companies self-insure their employees

ina variety of ways, either through maintenance of free-standing clinics

employing their own service providers, or through some type of reimbursement
 
system. 
But very little Isknnwn either about the .extent of this type of
 coverage or their annual expenditures on health. Community health financing

schemes have been developed in some areas but they are poorly documented.
 

Interviews with providers indicate that many persons availing of public
tertiary- and to some extent secondary-care services could afford to pay for
these services inprivate hospitals ifsome risk-sharing financing mechanism
requiring periodic premium payments existed. 
Ifa greater number of persons

can have their care financed through risk-sharing arrangements, itwould
reduce demand and, concommitantly, government subsidy to tertiary-care and

secondary-care facilities. 
This element of the HFD Project will address
equity concerns by expanding the population covered by risk-sharing financing
mechanisms, tlids reducing demand on public facilities by persons who can
afford health insurance and allowing government facilities to focus scarce
 
resources on Its real constituency, the population unaule to pay under any

circumstances.
 

Project activities will explore strategic options for health care

financing outside of the Medicare program with a
view toward encouraging

alternative health financing mechanisms.that incorporate risk-sharing

arrangements among providers, beneficiaries, and insurers. 
 Itwill explore
strategies for public/private sector cooperation towards expanding the

population covered with risk-sharing arrangements. Figure 5 shows the
 
conceptual framework for activities, in this subcomponent.
 

Private-sector activities will consist of: (a)risk-sharing arrangements;

(b)employer-provided health benefits; (c)community financing'schemes.
 

(1) Private-Sector Risk-Sharing Arrangements
 

The private sector ispoised to play a larger role Inhealth
 
financing. 
However, the government must create an environment which
 
stimulates private Investment Inthe health Insurance industry while
guaranteeing that the private sector pursues national goals of cost

containment and efficiency inthe health sector.
 

Studies will be commissioned on the private Insurance Industry to
 
construct profiles of population groups covered by private Insurance,
 
assess potential market segments where private coverage could be

expanded, and Identify policy and environmental constraints which

impede further expansion of private Insurance. These studies will
leed to policy options which encourage expanded private involvement
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inhealth Insurance as long isefficiency and cost containment
 
objectives are maintained. The HFD Project will also provide

demonstration piojects for the health Insurance industry which
 
promote further investment in this field, eitter through linkages

with Medicare or independently.
 

(2) Employer-Provided Health Benefits
 

Studies will be commissioned to analyze the magnitude and types of
 
employer-provided benefits, the policy and environment constraints
 
under which such benefits are provided, and the current and potential

Impact of these schemes on the efficient delivery and financing of
 
health services. The HFD Project will also explore mechanisms for

integrating employer-provided benefit schemes either with Hedicareor
 
with private Insurers.
 

(3) Community Financing'
 

Community financing schemes offer mechanisms to extend risk-sharing

financing arrangements to the self-employed, the unemployed, and the
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poor. Hhile successful community financing schemes exist, little has

been done to document the operation or assess the reasons for success
 
or failure.
 

The Project will take a systematic approach toward evaluating

existing community financing schemes and examining either the
policies or environmental constraints under which they operate.

Resources will be available to test pilot schemes with potential to
Improve access and equity# contain costs, and Increase efficiency.

These might include schemes Inwhich the local or national
 
governments purchase health services on behalf of the poor and the
unemployed through grants or contracts with private or public
clinics/hospitals, HMOs, and community-managed health facilities.
 

(4) Generic Marketin of Risk-SharIng ConceDts
 

The concepts of Insurance and risk-sharing are quite complicated and
 
are not well understood by either health care providers or
 consumers. 
 Lack of Information and understanding constitutes one of
the greatest constraints to the expansion of health insurance and
risk-sharing financing arrangements Inthe Philippines.
 

The HFD Project will support demonstration schemes such as a generic

marketing campaign targetted towards decisionmakers, health
providers, consumers, and the insurance industry which clarifies the
concepts of prepayment, pooled risk, capitation, etc. This generic
marketing campaign will support'efforts by PMCC and private insurors
 
to market their products to employee and consumer groups.
 

3. Project Inputs 

PMCC will coordinate all inputs'to be provided under this component of the

HFD Project. The anticipated inputs to be provided are:
 

a. Technical Aasistance - Local and expatriate
technical assistance will assist the Project by providing technical support to
the following activities: 

Medicare evaluation, including analysis of secondary data, design of 
primary data collection Instruments and data analysis, and policy or
 
administrative recommendations;
 

* design of HMO, PPO, and private health Insurance tie-ups with
 
Medicare;
 

design and evaluation of demonstration projects arising from Medicare
 
evaluation;
 

design and analysis of background studies on noncovered population;
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design of alternative administration and reimbursement schemes for
 
health financing;
 

provision of options for merging the mandated health programs of
 
PMCC, GSIS, SSS, and ECC;
 

design of studies and demonstrations on private risk-sharing schemes,

employer-provided health benefits, and community financing schemes;
 
and
 

* 	 design of generic risk-sharing marketing campaign. 

b. TrnJ. , g- The HFD Project will support training

activities in the following areas:
 

* 	 strengthening administrative capacities in the PMCC, SSS, and GSIS; 

* 	 strengthening administrative and technical capacities of the HMOs,
PPOS, and private insurors involved InMedicare I tieups; 

* 	 study tours to observe social Insurance schemes and managed care 
programs inother countr!es; and 

strengthening the capacity of organized groups in the informal sector
 
to engage in social Insurance or Inthe private health Insurance
 
system.
 

c. Rsarch - The HFD Project will provide resources for the 
following research activities: 

* 	 Evaluation studies of Medicare I; 
* 	 Evaluation of MedicarelHMO tieups;

* Design of MIS for Medicare;
 
* -Assessment of GSISISSSIECCIPMCC merger;

* 	 Profile of noncovered population; and 
_* 	Assessment of private sector, employer-provided and community


risk-sharing schemes.
 

d. 	Commodities - The hardware and software needed for the 
data management requirements of the HIS for the Medicare program may be
 
procured via this Input.
 

e. Demonstration Projects - Examples of the types of 
demonstration projects supported via this Input are: 

development of an MIS.for the Medicare program;
 

associated reforms inthe Medicare Program subsequent to the
 
Medicare I evaluation;
 

* 	 expanding PMCC-HMO tieups; 
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* introducing tieup arrangements between PMCC and PPOs or private
 
insurors
 

merging of the Medicare Fund administered by SSS and GSIS and,
possibly, Medicare with the medical-benefit component of the EC
 
Fund;
 

* community health financing schemes; 

* risk-sharing health financing schemes with cooperatives or other
 
organized groups;
 

* buy-in to Medicare I by orgaIzed groups Inthe Informal sector;
 

* 
 tieups between organized groups and HMOs, PPOs, or private

Insurors;
 

reinsurance schemes for HMOs, PPOs, or.private Insurors; and
 
* generic marketing campaign on risk-sharing concepts and health
 

insurance.
 

e. 
Local Costs - The local-cost input will primarily 
support the following types of activities:
 

seminars/workshops to review findings from the Medicare I
 
evaluation;
 

* publications to disseminate findings of Medicare I evaluation;
 

* 
 workshops to design interventions for Medicare I;
 

* seminars/workshops to'review findings from diagnostic studies
needed to design alternative financing schemes; and
 
* 
 workshops to review results of demonstration projects.
 

D. COMPONENT 3 -
HOSPITAL FINANCING 

In 1989, the DOH developed a "Policy Framework for.the-National Hospital
Development Plan" which provides guidelines for the formation of long-range
development plans In the hospital sector. 
The Policy Framework analyzes the
Interrelationships among the DOH hospital system, the private hospital sector,
the public health sector, and the operations of Individual hospitals at the
institutional level, and identifies five principal areas requiring policy:
 

Macro/sectoral Issues:
 
a DOH hospital system

* Interface between private and DOH hospitals

a Interface between hospitals and public health
 



- 40 

Micro/operational Issues:

* 	 DOH hospital institutional operations
 

Private hospital Institutional operations
 

Using this framework, the DOH has developed a conceptual model for
 
hospital reform package which addresses macro-level issues under the rubric of
 
Hospital Sector Restructuring 4nd micro-level Issues under the rubric of
 
Hospital Institutional Reform. The HFD Project will provide assistance In
 
selected activities of the DOH hospital reform package.
 

1. 	 orje
utpu 
The output of this component isthe improvement inthe efficiency and
 

effectiveness of hospital-based care provided through public and private
 
hospitals in the Philippines. Efficiency and effectiveness inthis context Is
 
defined as cost-effective production and delivery of services of acceptable
 
standard of quality to meet health needs.
 

2. 	 Project, Activities 

The HFD Project will assist Incomprehensive hospital reform through
 
activities at both the macrolsectoral and micro/institutional levels. At the
 
macro level, the Project will provide resources for (a)bringing market
 
discipline into the public sector via a range of privatization options for
 
selected public facilities, and (b)influencing the private sector to
 
undertake public health activities. This macro/sectoral restructuring will be
 
complemented by micro/institutional improvement envisioned to Increase
 
hospital efficiency and effectiveness. The conceptual framework for this.
 
component of the Project is shown inFigure 6.
 

A. SeCtoral RestrUcturing - Activities under this 
component will seek to effect policy changes which enhance efficiency and 
effectiveness inthe delivery of hospital care by directing the resources of
 
the entire hospital sector, both public and private, toward the achievement of
 
national health goals. The following Issues are of particular concern:
 

* 	 concentrating government resources on effective and efficient 
services for the poor who are most inneed of public subsidy; 

* 	 devolving authority and accountability of DOH hospitals toward 
more peripheral administrative levels; 

engendering greater private Investment in the provision of 
hospital care; and 

providing the policy environment and Incentive structures which
 
encourage private hospitals to pursue national health goals.
 

The three activity areas under Hospital Sector Restructuring Involve: (a)

innovations inmanagement and ownership of public hospitals; (b)private

hospital system reform; and (c)public core hospital network (CHN) management.
 



Figure 6 
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(1) Innovations tn nmnag 
 ICHosoEtazls
 

The current hospItal system structure inthe Philippines is

generally viewed as consisting of two components: the public
sector and the private sector. A closer look at the system

reveals that the distinction isnot that simple. 
Hhen viewed
from the perspectives of governance, management of operation,

financing of hospital services, and ownership, public and
private hospitals exhibit multiple permutations cf management

and ownership.
 

For example, some DOH hospitals have a corporate structure and
operate like a 
private hospital with subsidy from government;
other DOH hospitals have contracted some services - janitorial,

security, laundry, dietary  to the private sector. On the
other hand, some privately owned hospitals are financed through
government financial Institutions like the Development Bank of
the Philipplnes, SSS, and GSIS, and many of these prIvate

hospitals contract beds to the DOl 
for the care of the Indigent.
 

Figure 7 shows a conceptual framework for viewing hospitals
along the spectrum of ownership, governance, financing, and
management. 
THe objective of the activities inthis

subcomponent ist 
find the proper mix of hospitals within this
spectrup. 
The HFD Project will develop a taxonomy of government

and privatq hospitals utilizing the criteria of governance,
management of operation, firancIng, and ownership. 
Both public
and private honpitals will then be classified within this
 
management-ownership matrix.
 

Examples of the kinds of functions that could be classified

within the management-ownership matrix arc:
 

* revenue retention; 
* pricing and foie structures; 
* contracting services to private entities;* representation on the Board of Directors; 
* ownership of shares; 
* disposition of surplus or profits;
* sourcing of capital;* status of employees; and* risk for loss. 

Project activities will allow the DOH to experiment with

alternative forms of governance, management, financing, and
ownership which will 
serve as a basis for policies to move

public and private hospitals towards a better
management-ownership matrix mix. 
Among the management-ownership

options for experimentation and demonstration are:
 



Figure 7
Management-Ownership Matrix of Hospitals 
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revenue retention and Independent pricing In public
 
hospitals;
* 	 private management of public hospitals; 

* 	 private sector representation in public hospital governance; 
I public sector representation In private hospital governance;
 
* 	 corporatization of government hospitals;* limited public subsidy of private hospital beds;

* full-cost private rooms within government hospitals; and
 
* 	 redeployment (sale and reinvestment) of public sector 

health assets via market mechanisms. 

(2) 	Private HosDital System Reform
 

As part of overall private hospital system reform, this subcomponent

will create the policy environment necessary for private hospitals to.
achieve economic and financial viability in response to the needs of

the market, the health needs of the people, and natioi'al health

goals. Project activities in this subcomponent will be initiated by

a Diagnostic Study of the private hospital.sector. rni this study,
spectfic policies will be identified for further analysis and
 
demonstration. Interviews with private providers and DOH
 
policymakers indicate that these policies may include:
 

* 	 improved networking between public and private hospitals; 

* reducing public sector competition for private-paying
 
patients;
 

increasing access to capital at costs affordable by the
 
hospital market;
 

providing incentives and tax concessions in return for
 
provision of public health services;
 

* reducing the burden on private hospitals for providing care
 
to the Indigent;
 

~* reforming the regulatory code for private hospitals; 

* coordinating procurement of capital Intensive technology 
and providing incentives for rational acquisition; and
 
permitting private hospitals to receive phllanthropic or
 
In-kind donations without paying duties.
 

(3) 	Public CoreHosRttal?Network Nanaement
 

The DOH is responsible for 537 public hospitals which can be
 
categorized into medical centers, provincial/general hospitals,

district hospitals, municipal hospitals, and extension hospitals.

These range from 1,000-bed speciilty hospitals to 15-bed primary care
 
facilities.
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The DOH has undertaken a careful analysis of its entire hospital

system and has Identified 188 core hospitals that itconsiders the

essential nucleus which guarantees its equity and service
 
objectives. The core hospital network (CHN) includes tertiary
regional hospitals/medical centers, secondary/tertiary provincial
hospitals, and selected secondary district hospitals.
 

The DOH isgiving priority to CHN hospitals in terms of operations

upgrading. 
The DOH will seek to Identify more efficient means of
managing the remaining public Institutions, including possible
devolution of authority and management or complete divestituro.
 

The HFD Project will assist the DOH to create an appropriate network
 management structure for the CHN inwhich the DOH central office Is
analogous to the corporate headquarters and its core hospitals are

analogous to branch offices. 
The network management structure will

seek organizational and management mechanisms for closer

collaboration among CHN hospitals in planning, financing, investment
procurement, distribution, and human resources. 
The Project will

also assist the DOH to pilot-test the CHN management structure on a
 
demonstration basis.
 

b. 	Institutional Refo - As 	part of an overall
package of hospital institutional reform, activities under this subcomponent
will examine efficiency arid effectiveness Issues at the individual

institutional 
level, both inpublic and private hospitals. There isa general
consensus that measures must be taken to improve government hospital
efficiency and quality of care over the long term, but there isno consensus
regarding how that objective can be achieved. 
Although private hospitals
account for 50% of the beds inthe Philippines, data on the efficiency,

quality, and accessibility of private hospital services are anecdotal at
 
present.
 

The HFD Project will undertake diagnostic studies which will analyze

operations of public and private hospitals at the institutional level. These

diagnostic studies will include:
 

an Organizational Analysis which examines structures,

functions, roles, relationships, responsibilities, and authority

at the corporate, administrative, clinical service and support

service level;
 

* 	 a Management Analysis which examines the planning, organizing,

Implementation, and control functions in hospitals;
 

* 	 a Clinical Service Analysis which assesses the range of
clinical services and the quality of care being delivered; 
a Financial Analysis which examines the budgetting,
 
accounting, pricing, billing, and collection functions; and
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a 
Support Services Analysis which examines personal
management, dietary, laundry, medical records, pharmacy and
other support services inpublic and private hospitals.
 

The findings from these analyses will be presented inthe form of policy
recommendations to the DOH for public and private hospital Institutional
reform. These recommendations will be fed into the Health Policy Process
created via Component 1. The HFD Project will also design and field-test an
institutional level hospital HIS as demonstration scheme for one basic input
to institutional level management improvement.
 

c. Hospital Facilities DatAbase - At present, theDOH has a rudimentary health facilities database which manually collects and
compiles service statistics reported on a routine basis by public and private
hospitals. Systems have been conceptualized to strengthen the analyses and
enrich the information produced from this source, but the DOH lacks the human,
financial, and material resources needed to convert the present service
statistics collection system into a 
bonafide health facilities database.
 
The flFD Project will assist the DOH to develop a Health Facilities
Database which collects routine information from public and private hospitals
and which can merge the data with population, cost, expenditure, and other
data to provide more detailed analyses. Assistance will be provided to DOH
central office, where data will be compiled and analyzed.
 

3. Project Inputs 

This component of the Project will be coordinated through the DOH's Office
of Hospitals and Facilities Services. 
The process that will beused toachieve the expected output of this component will be similar to that processemployed inComponent I and Component 2, namely: a Diagnostic Stage offact-finding and research studies which will define and clarify Issues and
produce recommendations for action;.a Design Stage to produce concrete plans
of action; a Demonstration Stage to-assess efficiency and impact of policy
recommendations; and a 
Policy Stage where findings can be channelled Into
the health policy process under Component 1.
 

The HFD Project will provide the following inputs:
 

a. Technical Assistance 
- Local and expatriatetechnical assistance will assist the HFD Project by providing technical
support to the following activities:
 

* development of a management-ownership matrix for hospitals; 
' design and evaluation of demonstration projects for the Hospital
 

Sector Restructuring;
 
design of the methodology and research protocol for the
 
sectoral-level and institutional-level Diagnostic Studies; and
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* 	 design and installation of a Health Facilities Database at the
 
central and hospital levels.
 

]b.- i, ,iiW;-Training activities which will be supported
 
through the HFD Project are:
 

strengthening domestic training programs In hospital

administration and management;
 

strengthening manpower capacities within the DOH on the design

and management of a Health Facilities Database, and analysis and
 
interpretation of data outputs;
 

in-country short-term training programs in hospital HIS; managed

care; quality assurance; and budgetting, accounting, and pricing..
 

c. Researc - Research activities to be conducted during the
 
Diagnostic Stage of this Project will involve:
 

* 	 development of a management-ownership matrix .to classify

hospitals, andIdentification of options for seeking the optimum

management-ownership mix for public and private hospitals;
 

* 
 sectoral profiles and industry studies of private hospitals;
 

* development of policy options which encourage private hospitals
 
to pursue national health goals;
 

* 	 institutional-level diagnostic studies of public and private
 
hospitals.
 

* 	 development of a systems design for the Health Facilities Data
 
Base; and
 

development of a core hospital network management structure.
 

d. Commdities - The hardware and software needed for data 
management and analysis for the Health Facilities Database will be procured
through this Input. 

a. 	 Demonstration ProjectS - Specific geographic 
areas 
(provinces or regions) will be-chosen for all demonstration activities..

The chosen area(s) should have a reasonably well-developod infrastructure and
 
a strong commitment to change. Hhere appropriate, however, demonstration
 
activities may be carried out outside of the demonstration area.
 

The field level demonstration projects which will be supported via this
 
Input are:
 

pilot-testing different permutations for management and
 
ownership of government hospitals;
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pilot-testing policy options which encourage private hospitals
 
to pursue national health goals;
 

* 	 pilot-testing Institution-level hospital MIS; 

' 	 testing and operationalizIng the Health Facilities Database; and 

pilot-testing the CNN management structure.
 

f. LTC.oa Co1ta - The local-cost Input will support the 
following types of activities: 

* 	 seminars/workshops to develop diagnostic stage research 
protocols and to present findings; 

* 	 publication of research findings; 

seminars/workshops to support design and evaluation of
 
demonstration projects;
 

E. 	BEFICIARIES AND TYPES OF _EEFITS 

Beneficiaries of this Project consist of both health-service consumers and
 
heaith-service providers.
 

Consumers will realize benefits Inany of the following ways:
 
Expansion of financial access through third-party payment systems,

employer-provided benefits, and community financing schemes.

Expansion of Medicare coverage to the Informal sector will benefit
 
the self-employed segment of the economy.
 

* 
 Expansion of the Medicare benefit package to include preventive
 
services. 
This 	will benefit mostly women and children, who have

-significant preventive health requirements (family planning,

immunizations, pre- and post-natal care).
 
Lower out-of-pocket expenses as a result of increased Medicare
 
support values. 
 This benefit will be of general application.
 
Containment of health care costs as a 
result of efficiency
 
Improvement inhealth service delivery and regulation of medical
 
costs through updated relative value scale or other system.
 
Better quality of care resulting from hospital systems Improvement
 
and the formulation of appropriate health-service delivery standards.
 
Possible reduction in the burden of lower-income groups through the
 
operation of cross-subsidy mechanism inthe Medicare system. 
These

benefits will be captured by households below the poverty line.
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Health-service-providers (doctors, clinics, hospitals) will realize

benefits inany of the following ways:
 

Expanded clientele. As the informal sector isbrought into the
Medicare system, the number of patients with financial access

multiplies, with direct positive Impact on all providers.
 

Increased utilization of health facilities. The Inclusion of
preventive services as a 
covered Medicare benefit will Increase the
frequency of clinic visits which will benefit general practitioners,

pediatricians, nurses, and midwives.
 

0 Removal of policy and operational constraints will benefit hospitals.
 

* Cost containment schemes will benefit providers as a whole.
 

In the course of the HCF policy reform, however, it is likely that some
health service providers will lose. 
 The losses can come in the following

forms:
 
100 Reduction Inthe incomes of high-charging doctors as a result of the
.application of relative value.scaies and other medical-cost regulations.
 

Possible reduction inthe rate of hospitalization as a result of
 
better preventive measures. 
This will adversely affect
 
hospital-based doctors.
 
Inefficient health facilities and practitioners which may find
 
themselves unable to compete In the health care market.
 
Redundant hospital staff (doctors, nurses, support employees) laid
 
off as a result of a privatization program.
 

F. SUSTAINABILITY
 

Sustainability of health related activities Is largely dependent on
continued political will, including client advocacy; adequate financial
resources available for the activity; and institutional Interest and capacity
to maintain and continue development of the activity. The HFD Project.
addresses each of these Issues In the three areas of Project activity which
need to be sustained for long-term, rational reform of the health finance
system. These three areas are: 1) the research-based, participatory policy
process to be established by the DOHwith private-sector-involvement, 2)....-
Improved national health financing through reform of the Medicare I system and
promotion of private sector financing options and 3) hospital finance reform

for the public and private sectors.
 

For the policy process, and other Project areas as appropriate, political
support isbeing built within and outside the DON through participatory
development of the HFD Project, mandating responsibility for this area to the
DON, public/private workshops on various health finance and health policy
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topics, development of a 
health policy agenda and health finance sector

directions, development of a formalized public health finance policy forum,

and development of a health information database for public use. 
 Inaddition,

the DOH is Institutionalizing a Health Policy Development Staff to provide

leadership In this arena.
 

Financial resources to continue support for the heavy load of on-going

research and database management, and for the policy forum are of concern

although these Items will represent less than .2%of the projected future DOH
 
budget. Various means of securing lonqer-term financing for these Items will
be reviewed inProject implementation. Ideas to date include endowment of a
private research institution and research grants as a condition of proposed

HFD Program assistance and charging membership fees to private organizations

for participation inand access to the policy forum and health databases.

planned inclusion of the Health Policy Development Staff positions as DOH 

The
 

staffing plantilla items will ensure their on-going support.
 

Development of Institutional capacity to continue managing the policy

process, conducting and utilizing research, and maintaining the databases Is
 
an important element of the HFD Project and a
major element in ensuring the

long-term sustainability of the restructuring process. Capacity will be

developed through ensuring that technical assistance teams work with
 
appropriate counterparts, training courses are developed as needed,

opportunities for training are provided, and local firms and institutions are

used to the extent possible inimplementing Project activities.
 

In the areas of improving national health care financing and hospital

reform, sustainability will depend largely on the continued political

commitment to enact and implement policies and regulations, appropriate sector
 response to demonstrated changes, and availability of short-term capital to

providers and financers to Implement reforms. Inaddition to the above means

of improving the likelihood that Project activities will be sustained, the
 
Project design has considered the following:
 

Financial support to the QOP for continued political commitment to
 
and to offset the additional costs of implementing a subset of these
 
-policies on a 
broader scale through the HFD Program to be Initiated
 
In FY 1993.
 

Training courses developed to increase private sector capacities to

respond to demonstrated changes will be on a
fee basis as possible.
 

Replication of viable demonstration-schemes on a broader.scale will

be largely dependent on Interest and financing from the private and
 
public sectors; however, design and evaluation of demonstration
 
schemes will include review of sustainability issues related to the

proposed scheme.
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III. 
- -- --

COST ESTIMATE AND FINANCIA 
--

PLAN 

A. COST ESTIMATE 

Phase I of HFD assistance, the HFD Project, Isestimated to cost US26.855
million over Its five year life (Table 1). 
 Project funds will be provided by
USAID and GOP. AID will provide approximately US$20 million (74% of total
project cost) subject to the availability of funds and GOP Is expected to
contribute approximately the equivalent of US$6.855 million (26% of total
 
project cost).
 

Total USAID Project contribution will be used to finance technical
assistance, training, research, demonstration projects, commodities and for
monitoring, evaluation and audits.
 

Plannedobligations of USAID Project funds are US$3.5 million In FY 91,
USM3Omilllon In FY 92, US$7.0 million inFY 93, US$4.5 million in FY 94 and
 
US$2.0 million InFY 95"(Table 2).
 

About 56% of the total USAID Project cost (or US$ll.247 million) will be
local expenditures and the balance of 44% (or US$8.753 million) will be
foreign exchange (Table 3). Table 4 shows the projection of local and foreign
exchange costs by project element over the five-year life of the project.
 

The GOP isexpected to contribute the equivalent of US$6.855 million. 
A
study of the DOH's (implementing agency) financial position has determined It
has the capacity to provide the expected counterpart contribution. This
contribution will consist of DOH expenditure for salaries, commodities, and
activities which lead to project implementation. Funds will be provided and
expended through the regular GOP budgetary process.
 

B. -METHODS OF IMPIZIENTATION FINANCING 

Table 5 summarizes the methods of Implementation and financing for the HFD
Project. The Project will tentatively be Implemented through:
 
* A grant to a policy formulation consortium; 

An Institutional contract for demonstration projects;
 

One personal services contract (PSC);
 

* Host country contracts for limited technical services, research,
 
training, and commodities; and
 

USAID direct and limited host country contracts for minitoring,

evaluation, and audits.
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The contracting arrangemeits are discussed Indetail in the next section
 
(IV. Implementation Plan). TI)e majority of financing will be through USAID

direct payment. Funds disbursiment methods and financial management systems

for these contracts will follow standard USAID procedures.
 

On a limited basis, USAID will rel'burse the GOP for local currency costs
 
that the GOP will implement through host coufitry, contracting. Under this

procedure, the GOP disburses Its own funds to pay for operating requirements

against Implementation plans agreed upon by USAID and the GOP. The GOP Is
 
then reimbursed on the basis of certified financial reports submitted to USAID
 

A recent USAID requested assessment of the DOH determined Ithas a

'satisfactory' contracting capability for contracts inthe size range required

for this Project. Additionally, USAID, through a contractor (CPA firm), Is

currently (1) assessing the capabi]ity of DOH to meet USAID's financial
 
reporting requirements, and (2) developing a computerized reporting system of
 
GOP counterpart contribution. Results of the study/assessment will be
 
incorporated into Project implementation.
 

USAID's financial support for research and demonstration activities
 
conducted by private-sector organizations will be implemented through a
 
cooperative agreement with a local NGO that (a) Isduly registered with
 
USAID: (b) has acceptable financial management and accounting systems for
 
control and use of USAID funds; and (c) has the ability to maintain
 
procedures that will minimize the time elapsing between the transfer of funds
 
and their disbursements. Financing will be disbursed to the NGO through the
 
advance payment method.
 

C. FINANCIAL MNITORING
 

USAID will review the financial records and reports of the project. ,.

Through these reviews, USAID will be able to adequately monitor the financial
 
activities of-the project Including the counterpart contribution. If
 
necessary, funds will be used for financial monitoring or studies.
 

D. 

The project provides funds for non-federal audits of project acitivities
 
following guidelines from the AID Office of the Inspector General. Primary,

responsibility for audits of AID-funded projects lies with the Regional'Audit

Office (RAO). However, RAO may contract non-federal auditors for this purpose.
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Table 1 
Illustrative Financial Plan 

( 000) 

AID Grant 


Project -


FY Current Future 

Elements Obligation Years An-


ticipated 


Technical Assistance 1,970 4,129 


Training 
 222 2,180 


Research 
 523 1,242 


.Demonstrations 
 662 7,931 


Commodities 
 123 18 


Monitoring,
 
Evaluation, and Audits 
 0 1,000 


Counterpart
 
Contribution 
 .-


TOTAL 
 3,500 16,500 


GOP Total
 

Total LOP LOP
 
Costs Contri- Costs
 

butlon
 

6,099 6,099
 

2,402 2,402
 

1,765 -- 1,765 

8,593 -- 8,593 

141 --

1,000 -- 1,000 

6,855 6,855
 

20,000 6,855 26,855
 

141 
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Table 2

Planned Yearly Obligations and Expenditures
 

($ 000)
 

Fiscal Years 
-----------------------

1 2 3 4 5 

1991 1992 1993 1994 1995 1996 

I. USAID 

LOP Funding 20,000 

Planned 
Obligations 3.500 3,000 7,000 4.500 2,000 0 

Planned 
Expenditures 

Projected 
Mortgage 
LOP-Cumulative 
Obligations 

0 

16,500 

1,996 

13,500 

6,271 

6,500 

4,539 

2,000 

3,908 

0 

3,286 

0 

% Mortgage/LOP 82.5% 67.5% 32.57. 10.0% 0.0% 0.0 

Projected 
Pipeline 
(Cum. ObI.-
Cum. Exp.) 
(Pipelinel
Obl.) -

3,500 

100.0% 

4,504 

69% 

5,233 

39 

5,194 

29% 

3,286 

167 

0 

07 

II. GOP Counterpart 
In kind and 
Cash outlays -- 1,247 1,312 1,361 1,427 1,508 

Total GOP 
Counterpart 6,855 
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Table 3
Summary of Cost Esti ates and Financial Plan 

($ 000) 

USAID Total 
 Total
Project Elements
 
LC 
 FX USAID GOP
 

- -

Technical Assistance 2,160 
 3,939 6,099 
 -

Training 
 762 1,640 2,402 --


Research 
 1,236 529 
 1,765 --

Demonstrations 7,089 1,504 8,593 
Commodities 0 141 141 


Monitoring,
 
Evaluation, and Audit 
 0 1,000 1,000 --

Counterpart

Contribution 


-
 -- 6,855 

TOTAL 
 11,247 8,753 20,000 6,855
 

S-------- -
Details are shown InTable 4.
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Table 4
 
Projection of Expenditures


by Fiscal Year and Project Elent 
(0000)
 

Fiscal Years
 

Project 1 2 3 4 5 
 TOTAL
 

Elements LC FX LC FX LC FX LC 
 FX LC FX AID GOP
 

Technical
 
Assistance 315 397 415 923 512 923 466 886 452 810 6099 --

Training 106 116 182 475 173 444 155 407. 146 198 2402 --

Research 366 157 465 199 233 99 86 37 *86 37 1765 --

Demonstra
tions 348 .68 2881 344 1552 418 1440 369 868 305 8593 -

Commodities 0 123 0 18 0 0 0 0 0 0 141 --

Monitoring, 
Evaluation,
and Audit 0 0 0 369 0 185 0 62 0 384 1000 -

Counterpart
Contribution 1247 - 1312 - 1361 - 1427 - 1508 - 6,855 

TOTAL 2382 861 5255 2328 3831 2069 3574 1761 3060 1734 
 20000 6,855
 

-
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Table 5
 
Methods of Implementation
 

and Financing
 

Project 


Components 

Tech. Assistance 


Training 


.Research 


Demonstrations 


Commodities 


Monitoring,
 
Evaluation, and
 
Audits 


Method of 


Implementation 

AID Direct Contract/Grant 

AID Direct/HC Contract 


AID Direct Contract/Grant 

AID Direct/HC Contract 


.AID Direct Contract/Grant 

A1O Oirect/K Contract 


AID Direct Contract/Grant 

AID Direct/HG Contract 


HC Contract 


AID Direct/HC Contract 


TOTAL 

Method of 


Financing 

Direct Payment 

Reimbursable/ 

Direct Payment
 

Direct Payment 

Relmbursable/ 

Direct Payment
 

Direct Payment 

Direct Payment 


Direct Payment 

Reimbursable/ 

Direct Payment
 

Direct Payment 


Direct Payment 


Approximate
 

Amount* 
($ 000) 

$5,349
 
750
 

2,041
 
361
 

1,265
 
500 

7,089
 
1,504
 

141
 

1,000
 

$20,000
 
===nN
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-

Iv. 
-

Mp!LEMLNTATION PLAN 


-

1. Project Management
 

The HFD Project will be implemented and monItored with close collaboratior
 
at all stages among the four major particirints - USAID, the GOP, a policy

formulation grantee, and the technical assistance contractors. (See Figure

8.) Collaboration will be essential as each will have a related role to play
as dictated by the agreements and contracts that govern their relationships.

Therefore, the GOP will be responsible for establishing appropriate

coordinating mechanisms, such as regular meetings, to assess progress and
Identify and.overcome constraints. Within this collaborative framework, the

roles of the four major participants are discussed below.
 

.a.WA - USAID will assign the Chief, Health and Nutrition
 
Division as the Project Officer for the HFD Project. She will be assisted by

a project team including a full-time foreign service national (FSN) health
 
care financing specialist who will serve as project manager, and three FSN
health project management specialists (one health technical specialist, one
 

-. financial analyst, and a project management assistant) who will work part-time

*	on the Project. In addition to these incumbent OPHN staff, OE or project

funded PSC staff may be required to work for the Project under the supervision
 

- of the Chief of the Health and Nutrition Division.
 

The project team will be supported by a USAID project committee including

representatives from the Office of Development Resource Management (ODRM), the

Office of the Legal Advisor (OLA), the Office of Financial Management (OFM),

the Office of Program Economist and the Contract Services Office (CSO). 
 -


The project team will assist the GOP in project Implementation and oversee

project monitoring. It ill 
work closely with GOP counterparts and be the
main contact point between the GOP, the policy consortium, the TA consultants,

and USAID. The project team will also be responsible for fulfilling USAID

internal reporting requirements such as submission of quarterly project status
 reports and accrual reports. 
 The project team will be assisted as required,by

other USAID offices, including staff personnelIn ODRM, OFM;OLA; CSO, andthp

Executive Office.
 

b. .-_2 - NEDA will be the signatory of the Grant and will 
provide GOP technical oversight for project implementation. The Department of
Health (DOH) will be the primary GOP counterpart agency, under which four DOH
organizational units will have direct responsibility for the implementation ofProject activities: the offlce of the Chief of Staff (OCS); the Health Policy

Development Staff (HPDS); the Philippine Medical Care Commission (PMCC); and
 
the Office of Hospitals and Facilities Services (OHFS).
 



-Pigure 8 
Organizational Chart 

DOH Secretary "CP 

DOH - OCS 

PCU : MAS 

Health Policy HPD 
Dev't Staff 

PMCC jHPDS
PMCCHPPSDOH - ORFS 

Steering Multisectoral ...Committee Health Policy Steering Committeefor Insurance Forum for Hospitals 

Component 2 Cornponent 1 Component 3 

Policy FormHaihP 

Institutional 
Contractor 

" i--O; emonstration 
Projects 

Key:
NCHPD - National Committee on Health Policy Development; HPDTC - Health
Policy Development Technical Committee; HPDS.-Health Policy Development 
Staff; OCS - Office of the Chief of Staff; OHFS - Office of Hospitals and FacilitiesServices; PCU - Project Coordinating Unit; MAS - Management Advisory Service 
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(1)DO-Office of Chief of Staff (OCS)
 

The Chief of Staff will*have overall responsibility for GOP project

management and for ensuring coordination and collaboration among all
project participants. Two units InOCS will have principal roles in

project Implementation: the Project Coordinating Unit (PCU) and the

Management Advisory Service (HAS). Initially, the PCU will (1)

administer local currency financing provided by USAID; (2)monitor

and report on DOH grantee/contractor progress; and (3)oversee the

preparation of Project Implementation plans, the meeting of
 
conditions precedent, GOP financial reporting, and other

administrative actions as required. 
The HAS will assist PCU In its
 
Project management functions.
 

(2)Health Policy Development Staff.( P,S)
 

During the initial six months of the Project, the DOH will broaden
 
the mandate of the HAS to form the Health Policy Development Staff

(HPDS). The HPDS will then take on responsbility for management of

DOH conor-financed policy initiatives as well as 
institutionalization
 
of #-ne Internal DOH policy process.
 

The HPDS will be managed by the Chief of HAS and will initially be

staffed by three contract positions from the PCU and the -- ;

Project-funded personal services contractor (PSC). 
 In the first year

of the Project, DOH plantilla position for a full-time health

economist will be added. 
A plan for further development and

institutionalization of the HPDS Is Inprocess.
 

The HPDS will Implement Component 1 (Policy Formulation) of the
Project and develop mechanisms to integrate Components 2 and 3 into

the policy process. 
A National Council for Health Policy Development

comprised of senior level decision makers from public and private

sectors will provide policy guidance to the DOH and HDPS. A Health

Policy Development Technical Committee comprised of technical experts

from the iealth sector and academia will serve-in a technical
 
-advisory capacity to the DOH and HPDS.
 

The HPDS will be assisted ,InProject management activities by a
LUSAID-funded PSC. The HPDS will be responsible for the development

and/or approval of all Project technical assistance requests.
 

(3)P
 

PHCC will have primary responsibility for the implementation of

Component 2 (Health Care Financing Mechanisms) of the Project. PMCC
 
staff will prepare and submit to OCS annual Implementation plans and
monitor progress against these plans. To facilitate Project

Implementation, PMCC will develop an HCF Mechanisms Steering

Committee to provide access to thc broader health insurance community

and to provide implementation guidance. This committee will be
composed of representatives from public sector social Insurance
 
programs, health insurance trade organizations, HMO trade
 
organizations, the hospital associations, among others.
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(4)DOH Office of Hospitals aud Facilities Services (OHFS)
 

Under the direction of the DOH Undersecretary for Hospitals, the OHFS
will take responsibility for Implementation of Component 3 (Hospital

Financing Reforms) of the Project, for both the public and private
sectors. 
OHFS will develop and approve annual implementation plans,
provide overall direction to TA contractors and grantees, and
coordinate with public and private hospital administrators and owners.
 

To support Its role Inthese activities, OFHS will convene a Hospital

Steerlng Committee comprised of representatives from local private'
and public Institutions and Project TA contractors and grantees.
 

C. Policy Formulation Grantee- Assistance
 
will be solicited from a domestic institution to assist the DOH with
establishing and formalizing the Health Policy Process described under
Component 1. A grant will be madeto an Institution with recognized capacity
inhealth economics, health policy analysis, and health policy formulation;
and which has established linkages to the key Individuals and institutions
which Influence-the health policy agenda inthe Philippines. 
 The Grantee will
have responsibility for a) assisting the DOH with operationalizing the Health
Policy Process, b) creating a National Health Accounts and Health Policy Data
Base; and c) supporting the development of an Independent forum for health

finance policy.
 

d. Tehnical Assistance Cntractors- In _
view of the complexity of the Project, the DOH and USAID have agreed that the
bulk of project activities will be administered by technical assistance
contractors, consisting of an institutional contractor for demonstration
 
projects and a 
personal services contractor.
 

This arrangement will minimize DOH and USAID staff time otherwise required
for Project administration. The Project contractors will have the following

tasks:
 

* provision of technical assistance or TA subcontracts;
* procurement or funding of.research services;
* arrangement for in-country and overseas training;
 
* 
 design and management of demonstration projects;

* procurement of commodities; and 
.. 
 . . ...
 

arrangement for the delivery of all-other goods and services required'
by the Project.
 



Figure 9 
Scope of HFD Project Contract and Grant 
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In the pursuit of these tasks, the contractors will be responsible for:
 
* establishing links with public entities involved in the Project:
 

DOH, PMCC, SSS, GSIS, ECC, and government health service facilities;
 
* establishing links with private-sector entities: private providers
 

and Insurers, HMOs, professional societies, and NGOs;
 
channelling required resources for training, demonstrations, and
 
commodities to the public and private sectors;
 
establishing arrangements with local and overseas research, academic,
 
and consulting Institutions;
 

* 
 providing technical and logistic support for units and committees
 
established for carrying out the purposes of the Project; and
 
creating appropriate administrative setups so that each contractor's
 
tasks are carried out expeditiously.


2. Meonstration' Schemes 

The Steering Committee for Insurance and the Steering Committee for
Hospitals will be responsible for identifying appropriate demonstration
schemes to be funded under the Project. These demonstration schemes will be
tested Inboth private and public entities. The Steering Committees will (1)
develop criteria for selecting demonstration schemes and the locus of these
schemes, and (2)draw up guidelines for participation. The Institutional
contractor for demonstration projects will 
(1)provide technical advice on the
design, budgetting, monitoring, and evaluation of these schemes, and (2)
provide summary of findings and recommendations on these schemes to the policy
formulation grantee and to the Health Policy Development Staff for possible

policy, regulatory, and legislative action.
 

B. ACTIVTY SCHEDULE
 

1. Pro-obligation Actions
 

The Project isdesigned with a 5-year Implementation period. Mission

authorization and ProAg signing are expected not later thanAugustg991---

Thus, the project activity completion date (PACD) isSeptember 30, 1996.
 

To give the Project a headstart, the Mission has formulated the PSC's
 scope of work and the position Isbeing advertised (Annex G). The Mission is
also Inthe process of setting aside $220,000 of PD&S as bridging funds to
Initiate Project activities, of which $120,000 will be a 
grant to the DOH and
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$60,000 Is reserved to fund a feasibility study of providing for child
survival services Inthe Medicare benefit package. 
The study will assess the
financial and health impacts of Medicare reimbursement for outpatient and
preventive services (specifically child survival and family planning services)
and develop utilization controls for these services. 
 The study Ispart of the
Medicare research agenda (Component 2) and Isranked high in the priority of

PMCC, SSS, and GSIS.
 

2. Schedule off Major Events
 
Project planning, fund obligation, and project Implementation activities
all operate on annual cycles which closely follow the U.S. fiscal year.
Project funds will be disbursed on a yearly basis subsequent to GOP and USAID
approval of annual implementation plans and budgets. 
Table 7 presents the
calendar of major events while Tables 8, 9,and 10 show the Gantt chart of
major implementation events by component for the entire life of the Project.
Project activities Inthe three Project components are expected to begin in
 

September 199L
 

C. PROCURMN PLAN 
As agreed upon by the DOH and USAID, the Project will be implemented


through a Policy Formulation Consortium (Grantee); an Institutional Contractor
for Demonstration Projects; a 
PSC; direct USAID contracts for monitoring,
evaluation, and audit; and host-country contracts for research, monitoring,
and evaluation. The respective scopes Of these contracts and grant are shown

In Figure 9 and discussed below.
 

The grantee/contractors will work directly under the supervision and
guidance of the DOH Chief of Staff and USAID. 
They are required to obtain

clearance from the Chief of Staff and USAID for all major implementation
actions in the Project. 
They are also required to submit quarterly and annual
status reports and financial reports to DOH and USAID. 
The HPDS will manage

these contracts.
 

The Policy Formulation Grant will be awarded to a local institution with
predominant capability inpolicy research and formulation. The Institutional

Contract for Demonstration Projects and the PSC will be awarded on a
competitive basis. 
 The USAID contracts for monitoring, evaluation, and audits
may be accessed through existing IQCs. The host-country contracts will be
awarded on a competitive basis.
 

Goods and services procured through this Project will have, as their
 source and origin. Geographic Code 000, the United States, and the
Philippines. Procurement will adhere to A.I.D.'s Buy America Policy.
Exceptions, as needed, will be requested on a 
case-bay-case basis. A contract
for the majority of professional services will be competitively awarded to a
U.S. institutional contractor. 
A waiver to allow the U.S. Institutional
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contractor to subcontract with local firms for professional services Inexces
of $250,000 will be requested at the point of contract signing. 
This Isto
ensure further development of local professional capacity which is an
Important element inthe long-term sustainability of the policy process.
Also, due to HFD Project commitment to continue development of local
capabilities, and as allowed within the Buy America Policy, the Policy
Formulation Grant will be awarded to a local Institution. As commodities
required will be minimal, 
It Isexpected that the Institutional contractor ant
the local grantee will procure most commodities locally, off the shelf.
Commodity procurement will also adhere to the Buy America Policy.
 

D. GMAY MMMMENT
 

USAID will fully consider the potential Involvement of small and/or
economically and socially disadvantaged U.S. enterprises for services provided
under this Project. Considering the magnitude and diversity of technical
assistance required, the Project may consider a 
large contract with a
consortium of U.S. companies and provide for a set-aside for subcontracts with
8(A) firms. 
Although it islikely that such technical assistance will be
procured using open competition, special considerations will be given to
proposals -from firms that will utilizethe resources of small and/or
disadvantaged U.S. fir-ms, 
including a requirement that firms submit along with
their proposals a subcontracting plan that utilizes Gray Amendment entIHoa
 

E. ER ISSUES
 

Health programs are generally viewed as gender-sensitive. Statistics show
the predominance of women as health providers and consumers of services.
Because of a women's biological role, special attention Isgiven to her person
as childbearer and childcarer. This reality augurs well for women's

participation Inhealth care financing.
 

The HFD Project will likely have a 
highly favorable impact on women, both
because women and their children are among the primary beneficiaries of the
Improved functioning of the health system and because women constitute the
majority In almost all health-related professions, Including the DON where
women occupy 66% of the medical and allied professionals at the central and
field levels. 
Despite their numbers, however, only few women occupy key
decision making and executive positions In the health industry. 
To ensure
women's participation inthe health policy process,.the project will need to
provide opportunities-for women's groups and organizations to articulate
women's Interests and participate collectively Inthe policy process.
 

A potential negative effectof the Project may come from Increased
reliance on persons inIncome categories above the lowest deciles to pay for
services, either as cost-sharers In the public system or as beneficiaries of
an Insurance scheme. 
As womP5 Ingeneral are more economically disadvantaged.
than men inthe Philippine workplace, women may shoulder a 
disproportionately
larger burden of financing the sector. To ensure this is not the case, the
policy development process will Include gender disaggregated review of policy

Impacts.
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Table 7 
Calendar of Major Events
 

Action Completion 


Year-1 
PIOT for PSC signed; position advertised June 1991

DOH letter of request for assistance sent June 1991 

NEDA letter of concurrence sent July 1991 

Project authorized 
 Aug. 1991

ProAg signed, initial funds obligated Aug. 1991 

RFPs for Institutional contractor issued 
 Sep. 1991

PSC on board 
 Sep. 1991 

Initial CPs satisfied 
 Oct. 1991

Year 1 budget and implementation plan submitted Nov. 1991 

Year 1 project funds committed Nov. 1991 

Grant to policy consortium signed Nov. 1991 

First meeting of HPSC held 
 Dec. 1991

Institutional contractor on board 
 Apr. 1992 

Year I project accomplishments reviewed July 1992 


HFD PAIP preparTiMon Initiated 
 Aug. 1992

Year 2 budget and implementation plan submitted Aug. 1992 

Year 2 project fuhds committed Sep. 1992 

HFD PAIP approved 
 Jan. 1993 

Year 2 project accomplishments reviewed July 1993 

HFD PAAD completed 
 Aug. 1993 


Year 3 budget and Implementation plan submitted Aug. 1993 

Year 3 project funds committed Sep. 1993 

RFP for midterm evaluation Issued 
 Nov. 1993 

Year 3 project accomplishments reviewed July 1994 


Midterm evaluation completed 
 Aug. 1994 

Initial HFD Program Tranche 
 Aug. 1994 

Year 4 budget and Implementation plan submitted Aug. 1994 

Year 4 project funds committed Sep. 1994

Year 4 project accomplishments reviewed . July.1995 -. 


Year 5 budget and Implementation plan submitted Aug. 1995 

Second HFD Program Tranche Aug. 1995 

Year 5 project funds committed Sep. 1995 

RFP for EOP evaluation Issued 
 Dec. 1995 

Closeout procedures initiated 
 Feb. 1996 

EOP evaluation commences 
 June 1996 

PACD 
 Sep. 1996

Project closeout completed Nar. 1997
 

Responsibility
 

USAID
 
DON
 
NEDA
 
USAID
 
DOHIUSAID
 
DOH/USAID
 
USAID
 
DON
 
DON
 
USAID
 
USAID/Grantee
 
DON
 
DON/USAID
 
DOH/USAID
 

DOHIUSAID
 
DOH/Contractors
 
USAID
 
USAID
 
DOH/USAID
 
DOHIUSAID
 

DON/Contractors
 
USAID
 
DONIUSAID
 
DOHUSAID
 

Contractors
 
USAID
 
DOH/Contractors
 
USAID
 
DOH/USAID
 

DOH/Contractors
 
USAID
 
USAID
 
USAID
 
USAID
 
Contractors
 



Major 
Table 8 

Ymnlementation Events. CCMndnpn IL 

Benchmark Year 1 Ydlr 2 Year 3 Year 4 Year 5 

-----------------------------------------------

1.1 Formation of health policy deliberating
units 

1.2 Formulation of Health Policy Framework: 
1.3 Formulation of HealthFinancing Policy. 

Research Agenda 
1.4 Formulation of Health Policy Agenda 

xx 

ZM 2 M 

- --------- -----------------

2.1 Development of NHA Database7-----------• Hetds analysis and systems'design x3=,1% 
• Locus for HHA Database 2= 
• Study protocols and data collection 
• Computer procurement 
• Data analysis and report
• Data updates 

" 

-

------ ---- -------- ----
2.2 Development-of Health Financing Policy Database 

iInventory of Philippine policies 
* Yearly updates 
* Classification and cataloguing 
• "nventoy of other countries' policies • * * 

23= 
30= zxz 

------------- - ----------------- - --- - -  -------- - - ---- ----

2.3 Generic Studies for Policy Formulation" Determinants and research agenda" Research studies 

3.1 Creation of Multisectoral Health Policy Forum. 
* Locus for Forum 
* Governance and membership
* Hiring of staff; procurement of equipment
• Yearly plan of activities. 

Ro..utine activities 

M= • 
:= 



-------- ----- ------------ ------ 
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-- ----------
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Table 9 
Major Tnmlementatjon Events. CCU=nen 

-- ----------------- t ----
Benchmark. 

-----------

Year 1 year I Year 3 Year 4 Year 

1.1 Medicare I Reforms 
--

AnAAAAAnMpu 
---

ARIpIuh 
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBS
 
CCCCCCCCCCCCCCCCCCCCCCCCCCCCCCCCCCC 
DDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDD
 

1.2 PMCC Tioupi ------AAAAA 
BBBBBBfBBB
 

CCCCCCCCCCCCCCCC CCCCCC~CCCWCCC 
DDDDDDDDDDDDDDDDDDDDDDDDDDDDDD
 

------------ -------- ;----
1.3 Medicare M13 AAAAA
 

BBBDD
 
CCCCCCCCCCCCCCC
 ------------ -..... 
 DDDDDDDDDD
 

1.4 Merging of Medicare and Other Mandited 
Health Benefits AAAAAAAAA"
 

DDDDDDDDDD
 
1.S Profile of Noncowered Population Groups 
 A&AAAAAA 
1.6 Private-Sector Risk-Sharing Arrangements 
 AAAA 

9BBBBBBqBBBBBBBDBBBBBBBBBB
 
CCCCCCCCCCCCCCCCCCCCCCCCCCCCCC
 

DDDDDDDDDD
 

2.1 Employer-Provided Realth Benefits 
 AAAAA
 
BB5BhbBBBBBBBBBBBB
 ecccccccccccccccccccccccccccccccccc
 

DDDDDDDDDD
 
2.2 Community rinancing 
 AAA-AAAA
 

BBBBBBBBBBBBBBBBBBBB
 
CCCCCCCCCCCCCCCCCCCCCCCCC
 

DDDDDDDDDD
 
2.3 Generic Marketing of Risk-Sharinq Concepts AAAAA
 

BEBEB
 

CCCCCCCCCCCCCCCCCCCCCCCCCCCCCC
Legend: A - diagnostic studios; B - design stage; C -demonstration stagsl D - policy stage 



----------------- ------------

-------------- ------ 

------------------------------- 
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Table 10
MaJor rmPlement*ation Events. iCbonent 3 

Bencyark Year 1-	 Ie2-ea 3 Year 4 Year 5 
1.1 Innovations in Management-Ownership of Public Hospitals

* 	 Diagnostic Stage 
- Develop managementment-ownership
 
matriz 
 AAAAAAAAAA - Classify hospitals according to matrix 
AAAAAAAAA
 

- Identify hospitals to progress along
matrix and propose method for proceeding AAAAAAAAAA
* 	 Design Stage'
 
- Individual hospital profiles BB69BBBBBBBBBBBBBBBBBBBBBBBB
 - Plan of action for moving along matriz 
 BBbBBBBBBBBBBBBBBBBBBBBBBBBBB


* 	 Demonstration Stage
 
- Specialty hospitals CCCCCCCCCCCCCCCCCCCCCCCCCCCCC
 
- Provincial and district hospitals
*Policy Stage
...Stage... 	 CCCCCCCCCPoic 	 CCCCCCCCCCCCCCCC
DDbbDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDDD
 

1.2 Private Hospital Systems Reform.
* 	Diagnostic Stage
 
- Develop a policy agenda 
 AAAAAAAAAA 
- Fact-finding 

.- Develop guidelines for policy 

A. 
AAAAAAA
* 	Policy Stage 
 DDDDDDDDDDDDDDDDDDDDDDDDDDDDDD
 

1.3 Public Core Hospital Network Management
* 	 Diagnostic Stage AAAAAAAAA* 	 Desigit Stage
* 	 Demonstration Stage B85bbBBBB

CCCCCCCCCCCCCCCCCCCCC 
Policy Stage DDDDDDDDDDDDDDDDDDDDDDDDDDDDDD
 

M__
2.1 Hospital Institutional Level Reforms -- -- -----------	 -----* 	Diagnostic Stage 
 AAAAAAAAAA* 	Design-Stage. 

BBBBBBBBBBBBBBB.
* 	 Demonstration Stage 
CCCCCCCCCCCCCCCCCCCC
 

* 	 Policy Stage DDDDDDDDDDDDDDDDDDDDDDDD
 

3.1 Health Facilities Database - ~------- -
Diagnostic Stage
** 	Design Stage AAAXAk AAA
 
- Systems design 
 BBBBBBBBB
 
- Computer procurement 
 BBBBB 
- Training ! BBBBEBBB

* 	 Demonstration Stage

- Data inputting, processing and analysis 
 CCCCCCCCCC
 - Reporting
* 	 Quarterly Update CCCCCCCCCC 

CCCCCCCCCCCeCCCCCCCCCCCCCCCCC
 
Legends A - diagnostio studietl D - design atags: 0 - demonstrat on ftagal 0 - policy stage
 



Table 11. Indiloators atpiemss and Donahmodi. 

OUTPUT 1- MILESTONE DENCI-UJAR- INOICATOR C pflOgflS TIMe 

1. Capacly buldi 9nglor 
tansparem. pubic-pivate 
saclo. k-terachve, and 

1. Instluionalintod of 
Heath Policy Process 

1.1 Fumat'iana fheh 
*pooy delberating uns 

11.4 ENM*S €IleSd 't@U in C 
1.1.2 Admlnlsullue Ordmargadng HPU 
1.1.3 Administraivs.Ordar."adn Heatnh 

Cp 
2 months 

Iuseauch-based perfiy Poloy Group 

1.2 Formulation of Poly 

F'ramework 
1.2.1 Iuwonvoiyof polic ssues, 

queslio s, and are3s 
4 aPonhs 

P niCommkiee 

Pokoy Tormewock 

1.3 Fomulaon u Health 1.3.1 Washi lIsatss Polky 4 6whs 

Fluncnhg Paoliy Resmalc 

Agenda 
Frame"or and paldoroe rms. ach 

Issues . 
1..2 9,auef Comm tew ropol teqmah 

Healh F radn nlosom--h A3own• 
2 moahs 

1.4 Fomulation of Policy 
Agenda 

1,M Awwai.ri el roszach issuesicons 
1.* .2 Annual Sblacrn CoMMIN c rest 

an Poiy ALenda 

1.1 Pn, uonli 
Evaluation 

and a.tto CMabshmnrsim .'f, n" 
and evaluation 

1.9.2 Uannbodng df jpamuuigadan of pdky 
acsicts 

1.. Mu raof ora..mmaa ,lpaok, 
changes Mhopaains quidenes 
established Inpoloy action 

1,L4 evaluain o rimpac of potcy change 

Annual 

Annual 

Anual 

2. Crauldfln du$ralh Phaa 

and HMeat Polby Databases 
2.1 Devupmst Nidomid 

Heath Aomus (NHA) Detabase 
2,1,1 Needs anaIldin dtermine Dpus 

Indicalnis 
I month 

2.1.2 !%flems design ase"ya data 
Botimes. data hInus, data 
procasilk~l, hardware. and softmar 
euiremments 

2.1.3 Idelladawsm, u fr NHA Dalabaso 

3 monts 

3 mnths 
2.1.4 

2.1.9 

Dasgn of pimary dat oM~locn 
pr-tocs andkIdenislcation of 
secondfury sO&es of data 
Data allection 

12 months 

G.manthe 
2.1.6 Comps+rprcuement 

2.1.7 Data analsis and rope 
X.111 Yearly "toas 

£ months 

6 months 
Annual 



O..UTPUT 1 

1. Capacity building for 
transearant, 1ubl-pdvatsector Interactive, and 
rescanch-based policy,romhulation. oc2.2.2 

MILESTONE ' 

.2.2 

Table jj- IndlonlOs of Progress and Oenchmarks 

BENCHMARIK INDICATOR OF PROGRESS 

D uvelopment ofHealth 2.2.1 Inventor, of explick and impEM
Financing Polksy Database polkIlos at macro level (Exacutiva 

Odrllpbl csOrdersRopubih Acts)
Invent y ofaepiok and impich
puOoles at mcro leal 

TIME 

0 months 

0 months 

(Adminslmtive Orders) 
2.2.3 Inventory of related lrinaoing

pol.iias from other counlsu 
I 1unbs 

2.2.4 Cla ssificatIon or health 
financing polcids 

2.2.. Cataloguing for access and amnvuir 

3 months 

3 months 
2.3 Oenerlo Sudles for Poll 7 

Formulation 
2.3.1 Idamniication of "delenninants of 

future health status and their;. 
4 months 

impact upon Iasoures 
2.3.2 Creation of a broad research 4 months 

agenda to address future health 
Issues 

2.3.3 .Commissioning ofrosear 
on a connudng basin 

chstudios t 7o huos 
3. Establshment of Muft-

Secoml Forum for 
Policy Discussions 

3.1 Creation of Muldseotoral 
Forum for Health Polioy 

3.1.1 

3.1.2 

Idantilcation of locus for the 
Forum 
Formulation of membersNp and 

3 months 

2 months 
govenace guldineg

3.1.3 luring of staft and poaurnment of 3 months 
equipment 

3.1.4 Development nf annual plan of I month 
actlviies

3.1.5 Conduct of routine aotlvies conlinuous 



Table .2"Continued.-

OUTPUT 2 MILESTONE OENCHMAfK INIJICATOR OF PnlOGRF. ODIAGNOTIC DSIGN SONUTAETIO 
. STDAGE "TAGE ITAGE 

AGLICY 
STAGE 

2. Improved efficiency 
and expanded coverage 
of the nallonal HCF 

program 

1. Imptvement apd 
Expansion a Medicare 

•Program 

1.1 Medicare I Raforms 
1.2 PMCC-Tleups 
1.3 "Dovolopman of 

Medicare MIS 

36 nmonths 
3 months 
6 months 

35 months 
12 months 
6 months 

36 months 
42 months 
10 manths 

40 morwhs 
36 months 
12 months 

1.4 Merjingof Mdej,.m and 
other Heahlh Funds

1.S Proflel of Noncoavarod 
Poputatilon Groups" 

12 months 

12 hIbaghs 

12months 

2 Strategio Options for 

Health Care Financing 

2.1 Prvato Sector Risk-

Sharing Arnngtimants
2.2 Employer..Provldad 

Behefits2 .3. Communhiy Fk. no" 
2.4 Gorloer Marke'.i9 of 

Risk-Sharing Concepts 

6 months 

6 munths 

5 months 
months. 

24 months 

24 months 

4 months 
manthi 

36 months 

36 monmho 

"30 months. 
24 moths 

12 months 

12 months 

12 months 



TableL.. Continued.. 

OUITPUT 3 MILESTONE BENCI-IMAhK DIAGNOSTIC 
INDICATOR OF PROGRESS 

DESIGN DEMONSTRATIO 
.... 

POLICY 
I STAGE STAGE STAGE' STAGE 

3. Improved efflolenay 
and effectiveness 
In the hospital sectcr 

1. Hospital Sector 
Restructudng 

1.1 Innovations In Management/ 
Owners,,Jp of Public Hosphals 

(A) 

15 months 27 months 

(C) 

42 months 

pD 
40 months 

1.2 Private Hosptal 10 months 24 months 
Systems ReforrA 

1.3 Puhlc.Ccrm Hospil .1.2 months 12 months 24 months 36 months 
Notwork ManagIWint 

2. Hospital Inslltutlonal 
Reform 

2.1 Hospital Instibutlonal 
Level Reforms 

12 months 12 months 12 months 12 months 

3. Healh Fanflltles 
Database 

3.1 Health Fhohthlot 
-Database 

2 months 14 months 
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The social soundness analysis deals with the ways inwhich women and their
 
families can benefit from pre-paid health care and the protection from having

to pay unanticipated, large bills for curative care. Because small children
 
are so froquently ill and the mothers normally bear the burden of child care,

being covered by health insurance isboth a financial and psychological
benefit. The overall assessment for the impact of the project on women Inthe
 
Philippines isvery favorable.
 

F. E TVIROMEMLT COENS
 

A Categorical Exclusion from A.I.D.'s Initial Environmental Examination,

Environmental Assessment and Environmental Impact Summay requirements has
 
been granted this Project. This Is inaccordance with A.I.D. Regulation 16.
 
Section 216.2(c)(2)(viii) which provides for categorical exclusion for
 
programs involving nutrition, health care or population and family planning


services, except to the extent designed to include activities directly

affecting the environment..." The Approval for Categorical Exclusion is
 
included as.Annex H, Initial Environmental Examination.
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V. MONITORING AND EVALUATION PLANS
 
--- W- -- -

The purpose of monitoring and evaluation isto determine project status
and progress. For t;ae HFD Project, monitoring of Project progress, policy

reform, and policy impact will be undertaken.
 

A. QFDPROJECT DATMASES
 

The Project will put Inplace three databases for Project monitoring and
 
evaluation:
 

For Component 1,a National Health Accounts Database will be
 
established to provide information on the sources and application of
funds Inthe health sector. This database will permit analysis of
the structure of health care expenditures and their trends over time.
 

*for Component 2,ttRedltare HIS will be established at PMCC to
provide financial reports on the Medicare Program. 
As the database

evolves, itisalso envisioned to provide regular data on beneficiary

profile, utilization patterns, and analysis of costs and expenses.
 
For Component 3,a
Health Facilities Database will be established at

the DOH Office of Hospital Operations and Management Services to
provide regularly updated data on the location of health facilities,

utilization patterns and, for sentinel facilities,*basic

health-service cost data.
 

These Project databases will support and complement existing

surveys/databases that GOP regularly conducts. 
The Family Income and
Expenditures Survey, conducted every 3-5 years, includes queries on household
expenditures on health. 
The National Health Survey, conducted every 5years,
provides"information on patterns of health service access. 
 The Field Health

Service Health Information System regularly provides information on the
 
activities of DOH field units.
 

B3.MONTORING PLAN
 

1. Project Monitoring
 

Periodic project monitoring will be conducted to assess the implementation

of HFD Project activities. The DOH Chief of Staff, HPDS and other DOH
Implementing units, OPHN, and projectlgrantee/contractors will have respective

responsibilities for this task.
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To ensure that project inputs are used for intended activities, HPDS
will 	hold annual planning workshops with OPHN, DOH implementing units, and
grantee/contractors to establish-project deliverables and the resources
required to achieve them. 
It will also require DOH implementing units and
grantee/contractors to complete annual workplans and submit quarterly and
annual performance and financial reports. 
HPDS 	will maintain a project
monitoring system that provides regular flow of data on project resources and

their use.
 

The Office of the Chief of Staff isresponsible for overall monitoring of
project outputs. Table  lists project benchmarks and the indicative number
of months required for their completion; To ensure that these project
benchmarks are met, the Office of the Chief of Staff will schedule regular
meetings with OPHN, DOH implementing units, and grantee/contractors to assess
benchmark status, identify possible constraints, and determine future courses
 
of action.
 

OPHN isresponsible for monitoring DOH and grantee/contractors adherence
to the project implementation schedule; approving all workplans, terms of
references, and scopes of work; and ensuring that planned USAID financial
resources flow to the Project. If necessary, OPHN w1l coirtract management
audits to determine issues and constraints related to project implementation.
 

2. 	Policy Monitor nU
 
In view of the Project's emphasis on policy reform, policy tracking and
policy impact assessment are designed as integral Project activities. The
HPDS will be primarily responsible for NCF policy tracking. A Health Policy
Database will be established under component 1,based at the HPDS, to provide
an inventory of all existing HCF policies in the Philippines, catalogue HCF
legislative initiatives InCongress, and compile GOP executive and
administrative HCF issuances. 
 This Database will monitor:
 

the promulgation of HCF policy actions Interms of Republic Acts,
 
Executive Orders, Administrative Orders, or parastatal Board
 
-Resolutions;
 

* 	 the conformance of policy changes with operations guidelines
 
established In the policy actions; and
 

* 	 remaining policy actions needed. 

The Project provides resources to conduct-HCF policy tracking and
policy impact studies, following the Mission's macroeconomic policy model.
These studies will focus on purpose-level indicators, namely: policy on
Medicare I reforms; policy of encouraging broader private- and public-sector
risk-sharing for health; strategy for hospital financing, Including sectoral
and institutional reforms which promote allocative and operational efficiency;
and policy of stimulating private hospitals to pursue national health goals.
The results of these HCF policy.,rackiing and policy impact studies will be
discussed inannual dialogues between DOHand USAID. 
These formal dialogues
will also serve as venue for the assessment of the quality and pace of policy

reform.
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C. 	EVAUA&TION PLAN 
Two project evaluations will be conducted: 
a Mid-Term evaluation to be
Initiated by early FY 1994 and a final evaluation three months prior to the


Project Assistance Completion Date InFY 1996.
 

The mld-term evaluation will focus on progress towards meeting the
indicators of the end-of-project status and the following areas of concern:
 
1. 	Assessment of the adequacy of project design, implementation


processes, and the capacity of Project Implementing units and
grantee/contractors; and recommendations for revisions to Improve
implementation for the second half of the project and for HFD Program

strategies.
 

2. 	Identification of specific policy Instruments that encourage broader
private and public-sector risk-sharing for health, and stimulate

private hospitals to pursue national health goals.
 

3. 	'Policy for and progress inimplementing Medicare I Reforms.
 

4. 	Progress InDOH tiespltal restructuring.
 

5. 	Assessment of Private Options-for Health Care Financing.
 

6. 	Assessment of the HFD assisted policy process with respect to issues

of democratic pluralism.
 

7. 	Assessment of GOP capacity-building InHealth Financing Policy

Process as a result of the project.
 

8. 	Assessment of adequacy of information being gathered to meet final
evaluation needs and update Project evaluation criteria as needed.
 
The final evaluation will examine the extent to which the goals and
purposes have been achieved. Itwill focus on the end-of-project output
IndicatorFs, the measures of goal achievement and the conditions that Indicate
that the purpose has been achieved (See Annex A. Logical Framework). Itwill
also review issues of sustainability and Identify additional GOP or donor


activities needed to ensure long-term results.
 

The DOH will participate Inthe development of the scope of work for the
mid-term and final evaluations, and Isexpected to actively contribute-to-the
actual evaluation. 
The primary users of Information collected under this
project are USAID/Manila, GOP agencies (DOH, P1CC, ECC, NEDA), private sector
groups, and other USAID missioni that are considering the development of

similar projects.
 

The mid-term and final evaluations will be completed by contractors
Independent of the TA contractors. USAID plans to contract with qualified

8(A) or Gray Amendment firms for these evaluations.
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Table 12
 
End of-Project Evaluation Indicators,

Sources of Information,
and Locus of Responsiility 

Evaluation Indicators 
 Sources of Information Responsibility
 

xx% Increase In the utili- National Health Survey HPDS
 
zation of health services Special Surveys
by persons inthe 
 National Statistics

five lowest Income deciles 
 Office
 

Policy on Medicare I Executive and DOH Admin-
 PMCC
 
reforms 
 Istrative Orders
 

Policy of encouraging DOH Administrative Orders PMCC
 
broader prJvate- and public
sector risk-sharing for
 
health
 

Strategy for hospital finan- DOH Administrative and OHFS
 
cing, including sectoral other Department Orders
 
and institutional reforms
 
which promote allocative
 
and operational efficiency
 

Policy of stimulating Executive and DOH 
 OHFS

private hospitals to pursue Administrative Orders
 
national health goals
 

l 
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VI.- SM -RIE-S OF AIALYSES 
- -- ---- -------- ---- -

A. TECRENCAL iT.YsIS 
Extensive analytical work has been conducted over the past few years to
define the problems of health care financing in the Philippines and Identify
technically appropriate methods of addressing them. 
Annex 3 provides a list
of basic references used In the preparation of this Project. The following
technical analysis assesses two major groups of technologies to be adopted in
the Project: 
 one dealing with demand financing, the other with Improving


provider efficiency and effectiveness.
 

1. Demand Financjng 
The Project seeks to promote thlrd-party payment systems such as health
Insurance, managed care, and tieups to mandated health funds. 
The underlying
-technical premise isto-shift ,he type of health spending from predominantly
out-of-pocket (fee-for-service) expenditures to third-party payments.
theoretical and empirical literaturp indicates that Cue to the 

The
 
unpredictability of sickness, the substantial financial risks associated with
sickness, and high Incidence of medical indigency, fee-for-service arrangement
Is Inequitable and unsustainable.
 

Health Insurance and managed care arrangements, on the other hand, pool
Individual risks and therefore offer a better option for financing health
care. 
Managed care systems extend the concept of risk-pooling further: by
combining the financing and delivery of health care through capitation, HMOs
place providers at risk, thereby establishing a built-in efficiency mechanism

In health service delivery.
 

The Project takes cognizance of two major criticisms on third-party
payment systems --
moral hazard and adverse selection - which can lead to
medical cost Inflation and segments of the population without coverage. 
Moral
hazard occurs in an Insurance setting because both the patient and the
provider know that someone else is paying the bill, hence theoretically there
Is an all-but-Infinite demand for health care. 
On the other hand, adverse
selection occurs because both patients and Insurors know that people
self-select to buy Insurance, I.e., the sick are more likely to buy-health
1,Lsurance than the healthy. 
Similarly,. Insurors avoid-anyone likel.V tohave

large health-service demand.
 

On closer scrutiny, the compulsory nature of the Medicare Program prevents
adverse selection. 
In the case of private voluntary Insurance, adverse
selection can be dealt with by requiring insurors to operate more on community
rather than Individual rating. 
The Project addresses the Issue of moral
hazard and cost inflation through a range of policy instruments Including
uniform physician reimbursement through RVS or DRG systems, utilization
control, peer review, and possible establishment of a monopsonistic mechanism
in which Medicare becomes a major purchaser of services through annual cost
agreements with professional societies and trade associations.
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Hhile cost inflation and adverse selection reduce the attractiveness of
 
the health insurance option, a number of developing countries -- Taiwan, South

Korea, Malaysia, Indonesia - prefer the health-insurance or managed-care

route inthe development of their health care systems. No developing country

reforming its health-care system has opted for the perpetuation of
 
fee-for-service arrangement, or the expansion of a tax-funded national health

service. It appears from these countries' preference that the benefits of a
 
third-party payment system, such as Its ability to generate resources, pool

risks, and expand health-care access, far outweigh the costs.
 

2. Hosital Servie Imrovement 

Many of the problems Inthe Philippine health sector arise from a poorly

functioning health-care market. The government health system co-exists, and

often competes, with private providers. This overlapping of roles and

functions engenders wastage, inhibits resource generation, and often prevents

the government from targetting its services to those most Inneed. 
On the

other hand, prJvate providers confront a range of ecenomic disincentives that
 
restricts their capacity to pursue national health goals.
 

The basic technical premise of thts Project isto Improve market
 
mechanisms inorder to stimulate Investments and limit the role of the
 
.government into those activities in,which ithas a comparative advantage.

,ith scarce resources, the government ought to limit its services to those

with the greatest health impact (i.e., preventive services) and target the
 
curative services itprovides to those most Inneed. Incentives must also be

provided (or at least disincentives must be removed) to stimulate the private

sector.
 

To operationalize these principles, the Project will pursue strategies In

privatization and core hospital network. 
As defined Inthe Project, the
 
privatization strategy permits the government to shed off facilities or
 
services inwhich Itdoes not have a comparative advantage and which do not
 
advance its equity objectives. It also permits government health facilities
 
to achieve autonomy Inrevenue generation and use of resources - two factors
 
that have'substantial impact on efficiency Improvement. 
Horldwide experience

shows that privatization isa technically sound strategy of bringing market
 
discipline into the health system.
 

The core hospital network Isa useful conceptual and operational tool,

devised by the DOH to select facilities for Institutional upgrading and

thereby concentrate on those hospitals and clinics.which pursue Its-equity and

public-health objectives. Through this strategy, government resources can be

used more efficiently and with greater health Impact. The networking

arrangement Inherent in this concept also addresses problems of scale and
 
referral.
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B. FINMCIAL LL-YES
 

The operating financial systems under the project are familiar to both AID
and the GOP and pose no anticipated problems. 
DOH has been recently assessed
by an outside auditor to have the capacity to financially manage a project and
conduct contracting on the scale required for HFD Implementation. Long-term
public sector resource requirements to sustain project activities are
equivalent to .2%of the projected DOH budget, certainly within the realm of
possibility given expected project benefits.
 

C. ECONOMIC ALYSIS
 
The economic benefits of the project would arise from increased allocative
and operational efficiency In the health sector. 
Improved policy formulation.
expanded use of risk-sharing mechanisms, operational efficiency gains, and
hospital Institutional reform would likely yield a substantial financial cost
savings. 
 These gains would enable the DOH to expand preventive health care
services that would decrease family health expenditures, and which add to the
overall productive capacliy of the economy through gains In worker
productivity and the return to education. 
 conomic growth would also be
obtained-from the expansion of the -rivate health care sector. 

The direct costs of the project include the costs of capacity building In
health financing policy formulation, training, demonstration projects, 
-
research, data collection and analysis, and the purchase of computers and
software for data management. 
The Indirect costs Include possible increases
In health care costs due to the expansion of health insurance, the potential
for decreasing access to health care for the poor, and the possibility that
 
some government health care wirkers may be displaced.
 

The selected project approaches, using both expatriate and local
expertise, and mainly conducting training In-country are cost-effective. The
selected approaches minimize explicit and Implicit costs in assisting the

health financing development effort.
 

The economic benefits of the project are more than sufficient in size to
offset the minimum required to cover the economic costs. Reductions in family
health expenditures and the additional gross value added of divested hospitals
would likely yield sufficient economic benefits to justify the project. 
Using
a social discount rate of 15 percent, the project must achieve an annual
economic return valued at $3.3 million at 1991 prices for twenty years.
Annual family health expenditures need only be reduced by .95 percent per year
($.26 per family), andonly 50 of 349 hospitals be divested to meet the ......
minimum required benefits to cover the direct economic costs of the project.
 

D. SOCIAL SOUNDNES YSIS
 
The social 
soundness analys!5 (SSA) focused on the sociocultural
feasibility of the three project components (i.e., health policy formulation,
health financing schemos, and hospital reforms), anticipated social impacts
particularly on women, spread effects and project sustainability.
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The findings of the SSA support the following conclusions and
 
recommendations:
 

1) Prevailing practices Inthe country reflect cultural elements which
 
are congenial to the adoption of prepaid health schemes;
 

2) 
Nhile the income levels of the greater majority of the population are

low and insufficient to provide for future health needs, adequate Information

and explanation on the value and the protection of pre-paid health care can
persuade some segments of this population to participate In social Insurance
 
schemes. There are documented NGO experiences attesting to the feasibility of
 
pre-payment schemes among lower Income populations.
 

3) There isa need for project activities to reach out to socially

marginalized groups, 1ho ultimate beneficiaries of the project, If these
 
groups are to be invol,ed more meaningfully inthe policy making process

envisioned Inthe project. 
There Isa body of literature on appropriate

training and popular education approaches evolved by NGOs and academic-support
groups, that the project can effectively utilize.. These approaches and

methods are generally described as evocative and participatory, Involving

beneficlary groups as partners Inresearch, advocacy and action.
 

4) The inability of some beneficlariesto avail of benefits provided

,under existing social Insurance schemes ispartly due to their lack of
 
awareness of the nature of the benefits and the avallment procedures

required. Continuous information and education campaigns are necessary to

optimize members' benefits from existing schemes.
 

5) Under the proposed Local Government Code, local government units are

expected to play key roles Inthe health financing scene and that their entry

Into the process must be anticipated.
 

6) Innovations in public hospital management Indicate that In urban
 
areas, determination of levels of indigency after quaility service has been
provided can lead to substantial increases inthe amounts given as voluntary

donations.
 

7) Current programs attempting to expand benefits of Medicare members
through a 
tie-up project with HMOs, underscore the Importance of information

dissemination to members dS well as the nied to resolve conflicting Interests
 
of some provides and HMO managers.
 

8) The primary beneficiaries of the project-are women and-young children
 
since they are among the major users of health services; and suffer

disproportalorately from poor quality health services. 
They are expected to
benefit from any attempt to increase resources and Improve over all efficiency

of the use of these resources for health care. Other beneficiaries are the
 
poor Inrural and urban communities who frequently incur debts to pay for

unanticipated medical bills incase of serious illnesses.
 



9) Nomen play a critical role in health provision Inthe current system

and the HFDP can further strengthen their participation inhealth policy
formulation and financing. 
One way-is to Involve women's groups, alliances,
and networks Inpolicy research, advocacy, training, demonstration or pilot

schemes for health financing.
 

10) The project's spread effects will depend to a large extent on the
 process and the outcome of the policy formulation process. Given the target

beneficiaries of the Improved policy formulation process, the expansion of
current social Insurance schemes and Increasing the efficiency of hospitals,
It Is inevitable that depressed and disadvantaged coanunitles will be able to
gain access to health services which were otherwise inaccessible to them
 
before.
 

11) In developing the database and social indicators to track the Impacts
of a national financing policy, special attention should be given to
participation rates of specific population groups such as tribal communities,
fisherfolk, low-income women and workers. 
Case studies and other qualitative
research methods may be employed to monitor and assess social impacts of the
project at Individual, family and community levels.
 

12) 
 On the whole, the project Isconsid.red socially sound and

sustainable, particularly, ifthe processes proposed and the suggestions
presented could be implemented insuch a 
mariner that socially marginalized

groups will be more actively involved and followed-up on their health
practices se that this Information can be used to supplement aggregate data
 
collected at macro levels.
 

E. INSTITUTIONAL AND ADMINISTRATIVE ANALYSES
 

The National Economic Development Authority (NEDA) will be the signatovy

on the Project Grant Agreement. Project resources will flow from USAID to the
Implementing agencies: 
 the DOH, the local Policy Formulation Consortium
grantee, and a U.S Institutional contractor. 
The DOH Chief of Staff will
provide overall direction to the separate Project components. Financial and
technical'administration for all Project resources will be mandated to the
HPDS. Similar models of DOH administrative arrangements for transferring,

using and accounting for Project resources have already been satisfactorily

demonstrated through management of the Child Survival Program and the Family
Planning Assistance Project. Selection of contractors and grantees will

include reviqw of their administrative capabilities.
 

Institutional and administrative capacities for managing the policy
process, selecting and conducting appropri4te research, and building private
sector constituencies for reform wtll be developed through the HFD Project.
Policy Implementors will Include various DOH Offices and the PMCC. 
Research

capabilities will be strengthened in local academic institutions, professional

societies, consulting firms, and NGOs through training and utilizing these
 groups to conduct research.
 



----------------------- 
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VII. CONDITIONS COVENANTS AND WAIVERS
 

The following conditions, covenants and waivers are Included inthe
Project Authorization:
 

1. Source and Origin of Como:oties, 
Nationality of Servies
 

Commodities financed by A.I.D. under the Project shall have their source
and origin inthe Cooperating Country or inthe United States, except as
A.I.D. may otherwise agrae in ricing. 
Except for ocean shipping, the
suppliers of commodities or services shall have the Cooperating Country or
the United States as their place of nationality, except as A.I.D. may
otherwise agree inwriting. 
Ocean shipping financed by A.I.D. under the
Project shall, except as A.I.D. may otherwise agree Inwriting, be
financed only as flag vessels of the United States.
 

2. Other 
Prior to any disbursement, or the Issuance of any commitment documents
under the Project Agreement, thb Cooperating Country shall furnish Inform
and substance satisfactory to A.I.D., a
plan for the Institutionalization
of Health Policy Development Staff inthe Cooparating Country's Department

of Health.
 

3. Prior to any disbursement, or the issuance of any commitment documents
under the Project Agreement to finance new activities each Project Year,
the Cooperating Country shall furnish, Inform and substance acceptable to
A.I.D., an annual Implementation plan.
 

Halvers will be requested as required during Project Implementation.
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GOP Request for Assistance
 



NATIONAL ECONOMIC AND D.EVELOPMENT AUTHORITY 
.;..-EDA saasig, Amber Avenue PasiLg, Metro Mania" 

'.~, .:.. . Cable Addras: NEDAPHIL 

P. .Box 419. Gre~hT s,6 TuIs. 6310945 to 64 

... '.',"O \.1./ 	 03 . : Lsf,L 
Mr. Malcolm 

Mission Direct 

N..? r
 
U.S. Agency for International 


" IT-

RamonDevelopmentMagsaysay Center 
 e"
 
Roxas Boulevard, Manila 
 .n-


Dear Director Butler:
 

We wish to convey the request of the Government of
Philippines "for $50 million grant assistance to finance 	
the
 
the
proposed Health Finance Development Project.
 

To' be implemented by the Department of
the project 	 Health (DOH),
aims to increasde equitable 
 access
efficiently-provided 	 to
health services in order 
tu achieve
improvement in the overall health status of Filipinos.
project The
will involve the formulation of'a 
National -Health
.Financing Policy which will facilitate equitable access
efficient health 	 to
services delivered by both 
private- and
public providers.
 

The following specifr 
., 
 -e
-,.,.., envisioned 
for
the project:...... 

1. Policy Formulation-'which will involve-
 the
 
development of
i 	 DOH capacity for 
 research-based
policy formulation 
 and the development
mechanisms in the public arena which allow 

of
 
access
 

to the health policy process;
 
2. Health Care Financing - which will 
work towards
the advancement of social equity by improving 
 the
efficiency- and 
coverage of the 
national
insurance program; and	 

health
 

3. .Hospital Reforms -which will enhance efficiency
 
and effectiveneos of hospl.tal-based care 
provided
through public and private'hospitals.
 

G-. I.. --- - .- "":' "" 	 R/'JL...ivriJUL 5 1-912 
TwriTt= 	 CFlE OF TH 

"Y* %,: 

" £1 i 
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The DOH is 
working
formulation 	 closely with. USAID
of 	 in the

hoped that 

the details of the project design. It is
the final project design will be
July for review 	 available
and final 	 in
clearance
Coordination Committee and the NEDA Board.
by the Investment
 

USAID's" favorable" action on this
assistance 	 request
will 	contributegreatly for grant
towards the
of the GOP's development~goals 	 achievement
 
in the health sector,
 

Thank you and best regards.
 

Very 	truly yours,
 

CAY 
 NW.PADERAeA 
JR.
Secretary for Socio-Economic Planning
 

cc: 	 Secretary Alfredo R.A. Bengzonp DOH
Undersecretary Mario Taguiwalos DOH
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Annex. B
 
Logical Framework
 



UFE OF P OJECT: 
From 1 .totFF" 1._PFROJECTOESIGN;-SUMMAy

LOGICA. :RAEWORK 	 Total U.S. Fundig r$20Dmo 
Ote Prepared.tProject Titl 	 , 24, 1991am Numer HEALTH IFINANC E LOPENT MIJC (4220448) 

NJRATIVE 
(A-I) P-grim or Sector Go:The usdor objocOve to 

To develop the heath care markst In ordor to haprovhealth service quaity. equity. coverage. efficiency. and 

ints piuon. 

_UAOBECVELY VEIFIABLE EIDICATORS 

A-2) Moures of God Aclom n: 
* Increase h the utzazton of health servces by persons 

In the five lowest income doC@L.* 10% Increase Inproportion of DCH budget devoted to 

feld health servces (14.3% to 15.7%). 

MEANS OF VERFICA71ON 

A-3) 
Natonal Heulth Suvey 

Baselne and folowup household healhi care demand 
surveys using RAT Inproject areas 

IMPOITAWASSUMMONs 

") Anzxnpdor actioving god bgcta 

Bte ass and Utization lead to better heaM statu. 

Stable poftc ad economic conditlons 

(91) Prolectl Rpoac4 

To estsblha process for forsouiaHCF g.ocles r.saUons, and e0skl 
healt.-care market Inprovemn 

and kliplementIngrl supportm o 

(9-2 Conditons that vA Icate pur5os has bean 
act&Nvcd ErdoE-Proct Statui. 
* Polcy on Meeda I reforv; 
* Poicy of ancoxurag broader private and pubic-sector 

W933 

Project monlNW*oho 
do 

auon 

) AaeaaVIPIfor aaclvhig psapo-e 

Prilvte sector Isresponsive to GOP poicy Iiatves. 
flAk-f hirng tor -.c.h

* Strategic plan for hospial flneewing. kIckixrg ectorl 
vJ bIstitutIon.J reforms W;ch promote ulocatte and
oprational efficiency

* Polcy Of stimulati g Private hospitals to pursue nUon 
health goats 

do

- do 

C-1) Pro-j1e0 tms P2)Magniude oct (C-3) A4)Kamp . foAchievig O.N:i 
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Annex C
 
Project Matrices by Conronent
 



-------------------------------------------------------------------

------------------------------------------------------------------ ------------------------------------------------

Component 1: Policy Formulation
 

Subcomponents 	 Research, 
 Demonstration 

Seminars & Workshops Projects 


SUPPORT TO THE 11CF 	POLICY.PROCESS
 

$ 	 IICF Policy Policy framework prepa-
Framework, ration 

Policy Agenda, 

and Policy Policy agenda formu-

Actions 	 lation 


(Locus, DOH). 	 Consensus-buildins 

activities 


Identification of specal' 

geographic concerns. 

i.e.., regional/prov'l 

HCF perspectives 


Policy impaqt monitoring
 
and evaluation
 

* 	 1CF Research 
Agenda and 
Research 
Studies 

(Locus: research 

& 	academic 

community) 


Design of IICF research 
agenda 

Conduct of generic 

studies/fact-finding 

activities, e.g.: 

-	seotoral modelling 

- HCF policy simulation 
- resource planning 
- impact of epidemic

logical transition 
- cost/benefit
 
analyes of health
 
interventions
 

Research publication
 

and advoczay
 

Training 


Akdroness-raisina and 

capaaity-building in 

identified key players

and decisionmakers 


of Congress-


ional staff in policy
 
formulation and legis

lative drafting
 

Technical
 
Assistance
 

Experts visits to the 
Philippines 

Orientation to US and
 

third-country IICF systems
 

Debelopment and retention
 
programwforHCF policy

analysts'
 

"----------------------------------------------
Ldna-tarm and short-ter 
training programs in 
- health economics 

- health service admin. 

- health care financing 


Collaborative arrange
ments with U.S.
 
- universities &
 

prof'l societies
 
- trade also. &
 
coml "rms
 

- gov't agencies,
 
e.g.. HCFA
 



----------------------------------------- 
------

Component 1: Continued...
 

Sub.omponents Research, 

Seminars & Workshops 


SUPPORT TO THE MULTISECTORAL POLICY FORUM
 
(Locus: interest 

groups) 


HCF DATA BASE
 

* National Health.. 
Accounts (NHA) 

(Locus: ?) 


* 	 HCF Policy 

Data Base 


(Locus: DO) 


Consensus-building 

activities 


Generation and dissem-

Ination of issues 

papers 


Documentation and dis-

semination of systems

innovation 


Demonstration 

ProJects 


Dev't Of an independent

forum for health policy 

as Joint venture among 


- prof'l and specialty 
societies (PMA.
PHA, e.) 


- trade associations 

(PHA, AHMOPI, drug

companies) 


- consumer, labor,. 

employers, NGOs, & 

other advocacy groups
 

- DON, PMCC
 

Assessment of existing .*Development of a 

sources of data 


Documentation of 
HCF policies 

- in the Philippines 
- in other countries*. 

replicable National 

Health Accounts
 
database
 

Development of database
 
on HCF policies made
 
and status of ongoing

policy, regulatory, and
 
legislative initiatives
 
- Constitutional Law
 
- itepublic Acts 
- Executive Orders 
- Administrative Order= 

Development'of an HCF
 
policy briefing module
 

Training 

Tai 


Support to local 
institutions . 
-	interest determina
tionand capacity
 
assessment
 

- Improvement of
 
linkages
 

- upgrading of
 
caabilitigs
 

- traininz of
 
Forum facilitator=
 

Technical
 
Assistance
 

Observation visits 
to other countries 

Design and evaluation
 
of NHA
 

-------------m------------------------------------------------------------




--------- ----------------------------------------------
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------------------------------------------------------------------------------------------

Component 2: 
 Health Care Financing Mechanisms
 

Subcomponents. 
 Research. 
 Demonstration 
 Training 
 Technical
Seminars & Workshops Projects 
 Aszistanca
 

IMPROVEMENT AND EXPANSION OF MEDICARE 

* 	 Medicare I 
Reforms 

(Locus: PMCC) 


* 	FMCC ---------

PHCC Tieups 


(Locus: providers

and PMCC) 


Evaluation of 
Medicare I 

- beneficiary/pro-
vider profiles 

- benefit package 
& premium levels 

- utilization pat-
terns 

- structure/level
of contributions 


reIbuusement 
-ribreet-


procedures 


Pilot-testing of 

improved Medicare I 

benefits under existing

type of providers 


Pilot-testing of 

alternative admin./

reimbursement schemas 

-	decentralized claims
-	 decetaizd la 


processin (
dev't of IIYS (rela-

tive value scales)
 

- QA/UR systems

(quality assur
ance and utilization
 
review)
 

......-


Training for PHCC*, 

SSS, and GSIB: 


- gov't regulatory

function 

Medicare Fund 

management 


-	 admin. systems devft 

'--

Deslan/evluation of
 
appropriate interven
tions/polioies
 
- rate and standard
 

setting
 
- QA/UR
 
- risk assessment
 
- benefit package
 
-	bentpoaf
design
 

- reserve req'ts for
 
Insurers
 

v-l-at-on-of---------------------------------------------------------------------------------------

Evaluation of current.
PHCC-HMO tieupa 


Dasign of other
tieup arrangements 


Medicare 

MIS 	

Systems analysis of 

- information needs 

(Locus: PHCC) analysis 
- data collection 

instruments 
- implementation 

MIS requirements 


options 


Pilot-testing and 
 For PMCC, SSS, 0sis: Design/evaluation of
evaluation of PHCC 
 -
tieups: 	 admin. systems dev't appropriate interven

tiona/tieups
-	expanded PICC-HO 
 For HMOs, private
tieups 	 insurers. PPOs: SYstems/measures for
- private insurance - ASO functions QA/UR:
ASO (admin. services - QA/UR 
 -	preadmission certionly) subcontracts 
 -	 claims payment fication-	PPO (preferred pro-
 - risk assessment -	concurrent review
vider organization) 
 -	referral system

option
 

Provision of reinsurance 

mechanisms for 

- existing HCF schemes 
- alternative schemes 

Design and pilot-test

-	system
claims payment 

- cost and utilization 

data system 


- auality assurance 

tools 


Training programs on
oations
Hll and computer appli-


Reinsurance options
 

Software and selected
-hardwareclaimsforProcessing 

elii t ssteg 
-	 elblity systems 
- accreditation systems 
coat and utilization 
database 



------------------------------

----------- -----------------------------------------------------------------------------------------------------

------------------------------------------------ ------------------------------------------------------

---------------------------------- ------------------------------------------- - ---------------------

------------------------------------------------------------------------------------------------

Component 2: Continued...
 

Subcomponents 
 Research, Demonstration Training 
 Technical
 
Seminars & Workshops Projects 
 Assistnnce
 r----- ---------------------------------------------
m----------m----------------
Herging of
M Administrative. tech-
 Study tours to 
 Legal and administrative
Medicare and nical, and political 
 countries with unified requirements for the
Other GOP- feasibility study on: 
 funds integration of health
Mandated Health - the integratice of 
 funds
Funds 
 the SSS and 9SIS
 
administered Medicare
 

(Locus: PMCC) Fund
 
- the integration of the
 
Medicare Fund and the
 
medical-services com
ponent of ths EC Fund
 

FRIVATE-SECTOR HCF .OPTIONS
 

* Private Sector Background studies on: "Demonstration.of Executive programs in 
 Design of alternative
Risk-Sharing - the private insur-
 investment promotion managed care product offerings
Arrangements 
 ance market - through-linkages 
 of HMOs and private
- managed-care (RMO) with Medicare 
 insurers
(Locus: private arrangements - am independent

HMOs, insurers) - policy and environ- private entities
 

mental constraints
 
Generic marketing
 
cf risk-sharing
 
concepts


* Employer- Background studies on: Mechanisms for integ-

Provided - magnitude/types of rating employer-

Benefits health benefits provided benefit
 

provided schemes
 
(Locus: employers) - policy and environ-
 - with Medicare
 

mental constraints - with private
 
insurers/HMOs


* Community Background studies on: 
 Pilot-testing and Training.procramp to Grant or contract
Financing - magnitude/types of evaluation of novel 
 organize groupp for development
Schemes schemes 'financing/delivry - enrollment . . .
 - existing/potential mechanisms, e.'G.," - eligibility Systims development
(Locus: commu- linkages with where the gov't
ities) providers/funders purchases health 
 Training programs to
 
- policy and environ- services in behalf 
 improve managerial and


mental constraints of the indigent via 
 technical skills
 
contracts/grants with
 
- priVate and public

hospitals/clinios
 

- HMOs
 
, community-managed
 
health facilities
 

Profile of noncoverad
 
poplation
 



-- 

-------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------- 
------------

Component 3: Hospital Financing Reforms
 

Subcomponents. 
 Research, Demonstration... 
 Trainina

Seminars & Workshops Projects 
 Technical
 

Assistance
 
SECTORAL RESTRUCTURIHa ---

* Innovations in Examination of crit-
 Plot-testing and
Hanagement- ical aspects of 
DOH staff training in Statutory revisions
evaluation of: 
 - hospital admin.Ownership of allowing autonomous
public hospitals 
 - decentralization of 
 - financial/businessPublic Hospitals involving: hospital management


* authority to LUIS, planning
- governance 
 PVOs. or private - contract desian,(Locus: public - management of Chain management of
proprietary entities 
 evaluation,, and
hospitals) hospitals
operations 
 - private management monitoring
- financing of 
 contracts 

hosp. services 
 Dev*t of specifications
- user fee generation Executive and staff for demonstration
- ownership of hosp- and-revenue retention training programs In 
 schemas
ital assets 
 - autonomous opera-
 - managed care

tion/corporatization 
 - business mat.Dev't of taxonomy/ Experiences of other
- service contratinL. countries in public
matrix of management-
 - chain operation of hospital restructuring
ownership structures 
 aome public hospitals

to analyze how public 
 - private sector/
hospitals can move to* 
 community represent
an appropriate stage 
 ation in boards

in the 'privatization 


- redeployment of 
continuum" 
 gov't health sector
 

assets via sale or
 
reinvestment
 

V System Reform Examination of crit-
 Pilot-testing and
in Private Private-sector staff
ical aspects of evaluation of: Design/evaluation of
training on
Hospitals private sector demonsprivate hospitals 
 - gov't funding/ - specifications of trations
involving: 
 provision cf
(Locus: private tncent- gov't-funded programs
- policy and environ- ives to public - monitoring require-
hospitals) Medical technology
meatal constraints" 
 health programs of meants 
 assessment
- financial viability private hospitals 
 - medical technology

- Performance of - bed subsidy program financing


Public health tasks 
 for the indigent
 
- care for the - rationalization of
 
medically indigent 
 medical technology
 

- medical technology acquisition and pro
financing and acqui7 
 vision of incentives
 
•sition 
 for proper spatial


- other constraints 
 distribution
 

- improved networking 
arrangements 



------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------

Component 3: Continued...
 

Subcomponents. Research. 
 Demonstration 
 Training 	 Technical
 
Seminars & Workshops Schemes 
 Assistance
 

* 	 Public Core Development of appro- Demonstration of appro- Network management Chain operation of
Hospital Network priate CHN: 
 priato schemes to 	 hospitals

(CHH) Hanagoment - management/reporting improve CHN operations
 

structure, e.g.,

(Locus: public relationship between
 
and private DOH central office
 
hospitals) and indiv. hospitals
 

- referral system
 
- specification of
 
CHH model hospitals
 
at various levels
 
of care
 

Assessment of current/ 
 Pilot-testing and Network management Design/evaluation of
potential networking evaluation of 
 private-public networking

arrangements between - bulk purchasing 
 arrangements

CHN and private - equipment sharing

hospitals - training and
 

research
 
- other interhospital


linkages" 

INSTITUTIONAL REFORMS
 

* 	Institutional Diagnostic studies Pilot-testing and Training programs in Systems design and
Management of 	 - organizational evaluation of " 
hospital admin. installation
Private and 
 analysis 	 appropriate schemes/ - QA/UR programsPublic.Hospitals 	 - management analysis programs based on Quality assurance/
 
- clinical service diagnostic studies 
 utilization review
(Locus:.public analysis 
 programs


and private 	 - financial analysis

hospitals) - support services
 

analysis
 

* 	Hospital Facili- Information needs Pilot-testing and Training in data cll- Systems design and

ties Data Base analysis and dev't 
 evaluaticn of central eaction, analysis, and installation


of output indicators and facility-level interpretation

(Locus: DON) information system
 

Systems maintenance
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E.O. 12356: N/A
 
-SUBJECT:TAGS:. .- '
E-ALTH FINANCE DEVLOPMNT PROJECT 
(4Q 'A _1 >,M . 
P I D AP P R O V A L 	 "1
E" 4 9 "A "RO : 

:. SUMMART:
 

A- ENE VIEWS HEALTH FINANCE AS TEE STRUCTURE OF

'INCENTIVES.WICHDRIVES qUALITYp, DETERMINES EQUIT,
'LIMITS OR EXANDS PZOPLE'S ACCESS AND,"
 
EEA.L 	 g ALSO SAE
AS A P ODUCTiVE SECTOR OF TEE ECOFOiY AND A
 

W-COMPONENT 07 I1A-.IT-LD ECONOMIC GROWTH.
•10F 	INCENTIVES AND THE STRUCTURE
EENCE, GROWTH AND I'VESTMENT PSo
 
IN TEE
SECTOR" ARE DETZRINED BY A FRAMEWORr OF LAWS AND
REGULATION-5 
 AFTER MULTIPLE POST PID REVIEW EXCHANGES
OF VIEWS WITH THE MISSION, WE AGREE ON MOST DESIGN 

ato
ISSUES, BUT STILL HAVE TO NARROW DIF7.1RENCES ON SPECIFIC'
ACTIVITIES TO BE INCLUDED IN TEE FIRST PEASE OF A EZALTf0
FINANCE PROGRAM TOR THE PHILIPPINES AND 2LANS FOR
DEVELOPING TEE SECOND PHASE.
 
" B. 
PROJECT DESIGN SHOULD PROCEED TO DETERMINE PEASE
I OJECTIVES ANDWEAT PROJECT ELEMENTS 1EYOND 
 TEE PID
[ESIGN ARE NECESSARY TO ACHIEVE THESE OBJECTIVES.
SETTING PASE 0I. 

IN.
 
JECTIVES AND ACTIVITIES, tISSIO& IS
AUTIoN;D TO CONSIDER Ti, SUSTAINABILITY Or PEASE IACTIVITIES. 
 ,EEN THESE DESIGN DECISIONS ARE MADE, W'E.
'ASK THAT TEE rISSIOPt PDVIs:i 
FOW ITS DESIGN HAS BEEN
MODIFIED SINCE TEE PID, AND S.EK ENE BUREAU CONCURRENCE
IN TEE MODIFIED DESIGN APPROACH. 

- C. THE PID IS APPROVED FOR DESIGN OF A PROJECT
PAPER (PP) WITH TEOSE MODIFICATIONS. 
END SUMMARY.
 
2. E;E BUREAU REVIEW:


.COMMITTEE 	 TEE ENE BUREAU PROJECT REVIEW(PRC). MET JANUARYSUGGESTED TEAT'TRZ 	 11.. ITS REVI.E OF THE 
PINANCE WAS 

,ISSIONS PERSPECTIVE.ON"HEALT, PID
 
CARE
SOMEWHAT DIFFERENT 	TEAN THE BUREAU'S, AND
 

PEEAF-S, TEE DIPARIMENT OF HEALTH'S AS INDICATED BY
THEIR VISIT OF OCTOBER

INCLUDING 	 1990. SUBSEQUENT EXCHANGESTHE MISSION'SWELL AS 	 FAXES OFASIR 	 FEBRUAY AND EIARCi ASGTON DISCUSSIOS WITH ThE MISSION DIRECTOR
AVE N..RRO'ED TH.ESE. DI 
 ENCES. 
THERE IS 	 .NO, FULL 
 I', 
 d. 

1/3R 
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qEAHALT
GET MUOE H CARE FINANCE .ISNOT JUST TRYING TOltEY TO DO MORE.ESTRUCTURE IHINGs.; RATER,THE HEALTH SECTOR WITH 

IT IS A WAY TO'QUALITY, QUITY I INCENTIVES FORl:-E;D ACCESS TO CARE ANDPRIVATE SECTOR'PARTICIPATION. GRIATIR 

TO ACHIEVE THESE AI ,S,TE PROJECTMUST HELP TOTRANSFORM TEE ROLE OF GOVERNMINT 7ROM BEING TEE MAJOR
DIRECT PROVIDER TO SETTING THE LEGAL AND REGULATORY
FRAMEWORK WHICH MAXIS PRiVATE INVESTMINT AND PROVISION
GROW. AND *TO ADMINISTERING PUILIC,FFICIENTLY IN ORDER TO FINANCE CARE FOR THE POOR.
 
RESOURCES MORE 

WE COMMEND THE MISSION FOR TAKING THE FIRST STEP TOWARD
EXTENDING ITS POLICY REFORM AND PRIVATE SECTOR
DEVELOPMENT OBJECTIVES TO THE HEALTH SECTOR. 
TEE KEY TO
 
THIS APPROACH IS RECOGNIZING TEAT HEAITH IS A PRObUCTIVE
AND GROWING SECTOR OF THE NATIONAL ECONOMY, NOT JUST A
PUBLIC BUDGET CONSUMPTION ITEM.
 
V2E SEE E
"XCEILrNT 
OPPORTUNIT11S YOR RESTRUCTURING TEE
EEALTH S~CTOR IN TEE PHILIPPINES.
.EDICA-RE 
 AS TEE PID NOTES,
A ZIGEER 

I HAS ALREADY HELPED THE PHILIPPINES TO ACHIEVEDIGRE OF PLUkALISMSERVICE PROVISION IN ETALTE. FINANCETHAN IN ANDMOST COUNTRIES,II, WEICH ANDWOULD INCREASE MEDICARM 
POOR HEALTH CARE OPTIONS FOR THE
IS ALREADY ON TEE 100,S. 
PRIVATS" INSURANCE IS
£iL ESTABLISHED, PRESENTIkG FURTHER OPTIONS FOR
PRIVATIZATION. 
THERE ARE'GOOD TRAINING'CAPABILITIES
BASIC BUSINESS AND 
,INANCE AREAS TO WHICH EALTH 

IN
SPECIALIZATIONS 
COULD BE ADDED.
PRIVATE INVESITMNT, MOTH POTENTIAL.TOR FURTHERPHILIPPINS AND.U.S., IS GOOD.
VERECOGNIZE TEAT TACTICAL DECISIONS ABOUT HOW BEST TO
CRITICAL TO THE 


TURTEER PHILIPPINE PROGRESS IN HEALTH RESTRUCTURING ARDI'SCUSS-ION WITH -THE AA/ENE; THE MISSION DIRECTOR AGREED
 

SUCCESS OF TEE PROGR.AM. 
 IN.HIS
 
TO REVIE,
w PROGRAM TACTICS CAREFULLY.
 
-. NEED "OR 
 AbD:D PROJCT'ELEMENTS: 

TEE PAC FOUND TEE'OPPORTUNITIESFOR RESTRUCTURING THE HEALTH SECTOR, BUT
 

PID A GOOD START TOWARD TAXKING ADVANTAGYe 0F THESE
CONCLUDED THAT TEE FID APPROACH STOPS SHORT OF CERTAINROJECT ELEMENTS NECESSARY FOR SUSTAINABLE tESULTS.
 
THE.PID PROPOSES 
 TO STUDY AND DEMONSTRATi POSSIBLE
SCHEMES TO STIMULATE PRIVATE INVESTMENT, PRIVATE
PROVISION 
AND hORE EFFICIENT USe, O. RESOURCES IN THE

HEALTH SECTOR. 
THESE VOULD INFORM POLICY MAI;RS Aw"
ET.
#41.c9
 

NNN~ N 
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jUILS CUlSTITUZECIlS FCR LEGAL AtD "EGUL7..UEY. .RT-_- m. 

HOWEVER, TEE RIAL GO-L 1S LOT JUST TO PUT NEW LA'S ON 
TEE BOOS, 2UT TO ACMIEVE L LASTING TR.ANSFORMATION OF 
TEE ROLE OF GOVERNMENT AND ENSURE TBAT'TEE LAWS CAN BE 
IMPLEIMNTED. THE PROCESS DESCRIBED IN THE PID NEEDS TO
 
2E A CONTINUING ONE, NOT A ONE-TIME EFFORT.
 

THIS REQUIRES THAT THE PROJECT STRENGTHEN CAPABILITIES:
 

- OF THE GOVERNMENT TO REGULATE TEE aEALTH SECTOR AND 
TO ADMINISTER FINANCING OF SERVICES FOR TEE POOR, 

- OF TEE PRIVATE SECTOR TO ESPOND TO A NEW' STRUCTURE 
OF INCENTIVES TO DEVISE AND MANAGE tINANCING SCHEMES AND
 
TO INV7ST IN SERVICE PROVISION, FACILITISS AND INPUT
 
INDUSTRIES,
 

- OF S"LL!CTLI %AIVLJji LmaUr.iLw
 
IN NEW AREAS OF SPECIALIZATION RELATED TO HEALTH
 
TINANCE MANAGEMENT, AND ADMINISIRATION, AND
 

- O.F GOVERNMENT AND PRIVATe.SECTORS TO ACCESS U.S 
ESALTi .USINISS EXPERTISE.
 

TEE TRANSFORMATION OF TEE DOH FROM A LARGE HEALTH CARE
 
PROVIDER TO AN INSTITUTION CAPABLE OT.REGULATING AND
 
MONITORING THE E!ALTESECTOR'REQUIRZS NEW 'SKILLS, AND
 
RMORiENTA.TION OF OLD ROLES AND ATTITUDES. 
GOVERNMENT
 
CAPACITY tO MOBILIZE A BROAD CONSTITUENCY FOR THE NEEDED
 
P.EFORMS OR TO DESIGN AND ADMINISTER REGULATIONS
 
NECESSARY TO REWARD EFFICIENCY IN FINANCING AND 
PROVIDING ESALTE SERVICES MUST BE STRENGTHENED. BOTH
 
'GOVERNMENT AND PRIVATE SECTORS WILL NEED MORE
 
'SPECIALIZED SKILLS TO DESIGN, MANAGE. OR ADMINISTER MORE
 
EFFICIENT -- BUT MORE COMPLEX -- FINANCING SCHEMES.
 
ACCESS TO U.S. BUSINESS EXPERTISE IN'REALTH FINANCE AND
 
MANAGEMENT, AS WELL AS POTENTIAL INVESTMENT AND TRADING
 
PARTNERS, NEEDS TO BE STRENGTHENED.
 

UNLESS PHI.LIPPINE CAPABILITIES GROW IN THESE AREAS, THE
 
"STUDIES AND DEMONSTR..TIONS PROPOSED IN THE PID COULD BE
 
COMPLETED SUCCESSFULLY, lUT TEE PROJECT WOULD NOT HAVE
 
MUCH IMPACT ON THE ROLE OF GOVERNMENT- NOR "OULD IT SET
 
IN MOTION A CONTINUING PROCESS FOR SECTORAL REFORM. 
 THE
 
PID APPROACH WILL BUILD CAPACITY.TO SOME EXTENT, .BUT WE
 
SEE A NEED TOR EXPLICIT CAPACITY-BUILLING INPUTS-IN
 
PARALLEL WITH THE STUDY AND DEMONSTRATION INPUTS THE PID
 
PROPOSES.
 

THERE ARE OTE.ER ELEMENTS WRICH ARE IMPLIED BY TEE PID,

BUT WHICH DESERVE GREATER EMPHASIS. IN ADDITION TO
 
DEVELOPING A FAVORAILE CLIMATE FOR INVESTMENT, THE
 
P OJECT SHOULD ALSO P'OVIbL TA AND 1UNDING F0,,'

FEASIBILITY STUDIES AND BUSINESS PLANS 'HICH COULD LEAD
 
TO PHILIPPIN E AND U.S. INVESTMENT IN HEALTH SERVICES,
 
FACILITIES, OP. INPUT INDUSTRIES. IF THE GOVERNMENT
 
WISHES TO CONTRACT FOP PRIVATE INSURANCE FOR THE POOR OR
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TO "CO4TEACT .OUT MEDICARE I CO ERAGS TO PRIVATE

COMPANIES, ITWILL ,EED TO PURCHAs 0- POVIDE 70RAEIf,'SURANCE COVRAGk. OTHERWISE COMPANIES VILL FEEL
THAT EXTENDIN'G COVE.RAGE TO THjSE NEW GROUPS IS TOO
RISKY. 
 THEREFORE, SUCH COVER.-GE SHOULD LE CONSIDERED'


RS
'" "TH'E"" " ""--"" CC'rO""O THE r'.J LCT. 

PRIVATIZATION OF EOSPITALS TOo, IS A ChPL-X.

UNDERTAKING. 
FOR .XAMLE, THI PRIVATIZATION OFSINGAPORE GENERAL BOSPITAL WAS CONTRACTED OUT AT DOS 5MILLION FOR TECENICAL SUPPORT OVER 7OUR AND ONE-HALF*YEARS TO ADAPT INFORMATION AND COST ACCOUNTING SYSTEMS,

TRAIN MANAGERS AND OPERAIORS, AND OT ER NECESSARY
 

ACTIVITIES. 
 THIS IS A PARTICULARLY LARGE (1,600 BEDS)AND COMPLEX EXAMPLE. INi THE EGIPT COST RECOVERY

PROJ-CT NEARLY DOLS .
 MILLION WERE ALLOWED PER
HOSPITAL. THE PROJECT SHOULD ALLOW YUNDS TO COVER" SUC'l
CEA'GE-OVER COSTS. 
 SOMF FUNDS SHOULD ALSO BE ALLOWID
TOR SILECTED.MEDICAL TECHNOLOGY TRANSFER TO IMPROVE
"EFFICIEN'CY• ALSO EXERIENCE ELSEWHERE HAS SHOWN THAT
ULTIMATELY THEIRESTRUCTUR,IGO. 
AN .NTIR: PhOVINCE(INDOMESIA) MAY £ENECESSARY TO TEST THE WHOLE STRUCTURE
OF INCINTIVES AND D.MOtRS 
AT! Th! 1'ASIBILITY Up REFORM
TO A'B OAD CONSTITUNCY. WHILE NOT ALL DEMONSTRATIONS
WOULD 2E COSTLY, THESE INTERVENTIONS WOULD REQUIRE MORE
TIME, MICNEY AND ATTENTION 'i-EAN THE PID PROVIDES. 
4.," MISSION'S FAX ADDITIONS: WE APPRECI.ATE MISSION
 
RESPONSE TO A DRAil OF THIS CABLE. 
WE ELLIIVE'TEE
MISSIO 'S FAX OF ri.-.KCH 7 OFFERS A REASONABLI APPROACH TOINCORPORATING ADDITIONAL ELEMENTS" NEED£D" 
FOR PROGRAM
 
SUCCE'SS.
 

IT. LEAVING THE PP DESIGN OPEN TO IN!CLUSION OF
 
IT
 

2NUNS7
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FI'ASIBILITY STUDIES AND BUS IN:SS PLAS, CEAt 
 yE

FUNDS 2FR PRIVATIZATIONCTM-PONENT AND TCE?.LOGY TEANSR


EUFORTS-(. , A RISX &MANAGEMENTEfI-cI-CIZS .. v, = OR IMPOVE -_IN PROVIDINt ,= -EVICES,HEALTH THE, MISSIO1SER.IS.S0h TEHAS CONSIDERABLY ST-tGTjNEE. THE PID-LEVEL DESIGN.
FAX ALSO ADDS A MOST IMPORTANT TEEBUILDI;G CE THE MISSIOc. ZLEM.ST, CAPACITY1EPARTET OF HEALTH IN HEALTH CARE
FitIANCII.f-
 IN ADDING SUCH ACTIVITIES, VE SHARE TEE
MISSION DIRECTOR'S COI:CERN THAT THEYIE qUOTE, SAFE
'UNQUOTE INVISTIlhTS, l.E. SUSTAInAlLE
RIGHT. IN TH-IR OJN
HOWEVER, WE CONSIDER IT MORE IMPORTANT THAT THE
END OT PROGRAI. STATUS RSSULT'IN A GOVERNMENTAL CAPACITYro ENCOURAGE A HEALTH MARKET PLACE TO STIMULATE
.FFORDABLE FINANCING SCHEMES A.D PRIVATE PROVISION OF
SERVICES. 
 IT IS IMPORTANT TEER.E7OR, 
 THAT PEASE I
LCTIVITIES ESTABLISE A FIRM FOUNDATION OR EXPERI.NTIAL
]ASE WHICH 
'NCOURAGES TE- GOVERNMENT TO CONTINUE ITS
*FFORTS TO RESTRUCTURE HEALTH CARE PROVISION ON A
FINiANCIALLY SUSTAIIfAILZ BASIS'.
 
5. NEED FOR ADDITIONAL RESOURCES:
-WHIC TEE MARC- 7 FAX
INCLUDES ADDITIONAL PROJECT ACTIVITIES IMPLIES A
TEROUGH A PEL E 


NEED POP. ADDITIONAL RESOURCES .WICH WILL 'BEACCOMMODATED
PROGRAM APPROACH. 
WE ACCEPT THIS
.PPaoACH, BUY-REQUEST TEAT 'TEMISSION ADVISE AID/! AS

TO WHICH ACTIVITIES WILL BE INCLUDED IN PEASE I AND
WHICH INPHASl II.
 
BECAUSE IT WILL BRING ABOUT POLICY REFORM, STIMULATE
PRIVATE SECTOR DEVELOPMENT, AND DEVELOP LINKAGES WITH
THE U.S.-PRIVATE SECTOR, THE PROJECT CERTAINi.Y QUAIIFIES
UNDER MAI OBJECTIVES. 
FOR THIS REASON, THE PP DESIGN
PROCESS MAT CONSIDER SAI FUNDING FOR THIS PROJECT.
IISSION MAY ALSO CONSIDER A MIXED PROGRAM MODE IF IT 

THE
 
SEEMS APPROPRIATE FOR ANY OF TEE COMPONEINTS.
 
5. GOAL.AND PURPOSE: TEE PROJECT GOAL AND .PURPOSE INIE LOGYRAME (PID ANNEX 1) SEOULD BE RESTATED.
 
!HILE IMPROVINC HEALTH STATUS IS AN OVERALL HEALTH
ECTOR GOAL, TEE PROJECT GOAL SHOULD SE 'ORE
'0THE CONTRIBUTION OF THIS PARTICULAR PROJECT.
ETTER PROJeCT-LEVEL GOAL STATEMENT COULD BE TO DEVELOP
 

SPECIFIC AS
 
A
 

HE HEALTH C'ARE MARKET PLACE IN ORDER TO IMPROVE
UALITY, FQOITY, COVERAGE, AND EFFICIENCY;_ ANDINCREASERIVATE PARTICiPATION.
 

RE PROJECT PURPOSE STATEMENT SHOULD POCUS ON HOW PEASE
I ACTIVITI-ES TILL CONTRIBUTE TO THIS GOAL, FOR EXAMPLE,
TO SET IN PLACE A PROCESS FOR.FORMULATING AND
IMPLEMENTING HEALTH SECTOR POLICIES, REGULATIONS,
STANDARDS, AND LEGISLATION.
PRIVATE (ALTFOUGh-INCREASINGINVESTmENT IN THE SECTOR WOULD BE AN OBJECTIVE.
WE 
Eml:ILOYERS 

ALSO SEEK TO CONTROL THE COSTS TO GOVERNMENT,
AND TEE PUBLIC OF SERVICES AND INSURANCE.)
TEIS SHOULD kE REFINED IN FINAL PP DESIGN AROUND
MEASURABLE OBJECTIVES, OR END OF PROJECT STATUS (EOPS),
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IDICATING" TEAT A' SUSTAINAELE PROCESS HAS BYIN SET IN
 
OTION. THI PROJECT OUTPUT SECTION SEOULD 1E REVISED
 
CCORDINGLY-'.
 

INALLY IN ADDITION TO NO.RMAL PROJECT EVALUATIONS, THiE
 
•P SEOULD INDICATE hOi THE MISSION PLANS TO MONITO 
:ERFORMANCE PERIODICALLY TOWARD THE REVISED FOAL AND 
"URPOSE. AS A MINIMUM THIS SECT.ION WOULD IDENTIFY THE
 
ARIABLES SILSCTED,';TO MEASURE PERYORMANCE hU- AAND WHEN 
ARIABLES WiLL SE MEASURED (SEIIANNUALLY, YEARLY). AND 
HO WILL UNUERTAKE MEASUREMENT *(THE MISSION OR OUTSIDE 
,ONTRACTOR). 

7. ENVIRONMENTAL ACTION: SEPTEL WILL ADVISE OF ENE 

OOP.DINATOR!.T ACTION' ON TEE -lE-(PID ANNEX 3). BAKER 

AS99 
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SUMMART:
 

1. USAID/MANILA P.OV I 
 MI tOV.Nt -INESPONSETO REP
ENE CABLE AND AS AN iNWORMATIONAL CABLE ON EFD PROJECT 
FOR APRE.
 

.2. USAID/MANILA APPRECIATES ENE RZF COMMENTS IN! SUPPORT
O? HFD DESIGN AND MISSION APPROACH TO PARTICIPATION IN
RESTRUCTURING OF PHILIPPINES HALTH SECTOR.: 
PROJECT
 
DESIGN HAS EVOLVED OVER THE PAST 12 MONTHS AND -HAS
INCORPORATED BUREAU SUGGESTIONS ALONG WITH RESULTS OF
MISSION GOP/PRIVATE SECTOR-SERIES OFDIALOGUES. 
THE'

FOLLOWING PROVIDES POLLOW-UP ON ISSUES IN REP WITH

SPECIAL EMPHASIS ON PROJECT PHASING AS REQUESTED IN PARA
I.B. PHASE I IS'THE $20M RFD PROJECT. PHASE II IS
PROPOSE1 AS'A'$30M EFD PROGRAM TO BE AUTHORIZED IN FY

93. ALL OTEER ISSUES RAISED IN PARA 3-5 OF REF HAVE
BEEN ADDRESSED AS NARRATED BELOW. 
MISSION REQUESTS ENE

CONCURRINCE' 
 TWO PHASED DESIGN APPROACH AS .SOON AS
 
POSSIBLE. END SUMMARY.
 

3. AS PER REF PARA 1, MISSION VIEWS HFD AS'INITIAL AND
CRITICAL STAGE IN ASSISTANCE TARGETED AT LONG-TERM
 
RESmRUCTURING'OF HEALTH SECTOR.FINANCE TO 
(k) MORE

EFFICIENTLT PROVIDE SERVICES AND (B) PARTICIPATE -MORE

-FULLY AS A PRODUCTIVE SECTOR IN THE ECONOMY. 
THE

•RESTRUCTURING OP HEALTH SECTOR FINANCE WILL REQUIRE A
 

SUPPORTING POLICY, REGULATORY AND LEGISLATIVE FRAMEWORK

*Td SUSTAIN THE CHANGES; IMPROVEMENTS AND REFORMS THAT
WILL DRIVE TEE RESTRUCTURING,, USAID PROPOSES A PHASED
APPROACH. 
PHASE I WILL FROVID! PROJECTIZED ASSISTANCE
TO IDENTIF ANE DEMONSTRATE TEF FEASIBILITY CFSPECIFIC
IMPROVEMENTS AND REFORIMS OF THE EEALTH.FINANCING SYSTEM

REQUIRED TO RESTRUCTURE HEALTH SECTOR FINANCE; ESTABLISH

THE POLICIES, REGULATIONS AND LEGISLATION THAT WILL
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ENABLI AND SUSTAIN THE RESTRUCTURING.; AND DEVELOP THE
MANPOWER AND TECHtNICAIL CAPACITIES TO MANAGE AND
IMPLEMENT THE RErOrIS., PEASE II WOULD PROVIDE PROGRAM
ASSISTANCE TO INSTITUTIONALIZE AND REPLICATE SUBSETS OF
THESE REFORMS IN COMPRESENSIVE PACKAGES THAT DEMONSTRATE
JHE EEFICIENCY AND EFFECTIVENESS OF THE RESTRUCTURING IN
FINANPCING AND EELIVERIx HEALTHO SERVICES. 
4. PdASE I; PHASL I O 
THIS ACTIVITY IS A PROPOSED
FIVE YEAR, $ZeM PROJECTIZED GRANT 1ACKAGE IOCUSSED ON
CAPACITY DEVELOPMENT, TECHNOLOGY TRANSFER, RESEARCH, AND
DEMONSTRATION PROJECTS. 
WITH REGARD TO COMENTS RAISED
IN REF PARA 6, THE GOAL STATEMINT FOR PEASE I HAS BEEN
MODIFrED TO REFLECT ENE SUGGESTED CHANGES. 
THE PROJECT
GOAL IS TO DEVELOP THE HEALTH-CARE MARKET IN ORDER TO 
-IMPROVE HEALTH SERVICE qUAEITY, EQUITY COVBRAGE,

EFFICIENCY AND PRIVATE PARTICIPATION.
 

5. TEE PURPOSE OF PHASE I IS TO ESTABLISH IN THE
PHILIPPINES BEALTH SECTOR-! PROCESS FOR FORMULATING AND
IMPLEMENTING HCF PCLICIES, REGULATIONS, AND LEGISLATION
SUPPORTIVE OF HEALTH CARE MARKET.-IMPROVEMENT 
- -ENDOF
PROJECT'PURPOSE-LEVEL INDICATORS FOR THIS INITIAt PEASE
WILL INCLUDE PLURALISTIC 'EVELOPMENT AND DEMONSTRATION
OF ACORE SET OF MARKET-ORIENTED POLIIS WRHICE WILL
SERVE AS "HE FOUNDATION FOR HEALTH SECTOR FINANCE
 
RESTRUCTURING. 
THIS VILL INCLUDE POLICIES IN THE
FOLLOWING ARENA:
 

(A) THE"HEALTH REGULATbRY AND POLICY HOLE Or THE DOE
 
- -
 AND OTFER PUBLIC SECTOR INSTITUTIONS;
 

(3) 	MEDICARE I REFORMS AND PRIVATE SECTOR
 
- PARTICIPATION;
 

- (C) BROADER US! OF RISK-SHARING MECEANISMS IN- - FINANCING AND PROVISION OF HEALTH.SERVICES; 
AND
 
(D) REORGANIZATION/DIVESTITURE OF THE DEPARTMENT OF
 

-
 HEALTH DELIVERY SYSTEM FOR HOSPITAL CARE.
ET" 
-

M6931 
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- -

- -

h
OV3RRIDING T ErES DRIVING PEASL I 01.TEE PROJECT AND
 
isLI'S STRATSGIC APPRCACE TO TE REIALTS SECTOR INCLUDE:
 

- A. PRIVATIZATION: PROMOTION OF PRIVATE SLCTOR
 
- - INVESTMENT IN AND PROVISlON AND FINANCING OF
 

HEALTH SERVICES, THIS INCLUDES IMPROVING TEE 
- - REGULATORY AND POLICY ENVIRODr.EtTL OR PRIVATE
 

- REALTY SECTOR GROWTE; PRIVATIZATION OF PUBLIC
 
- - SECTOR SECONDARY AND TERTIARY CARI
 
- - INSTITUTIONS; PROMOTION OF PRIVATE FINANCIAL
 
- - RISE-SEARING-MECANISMS FOR EIALTE SERVICES;
 
- - AND TEE USE O PRIVATE SECTOR FC RESEARCH,
 
- - TRAINING, AND OTHER POLICY PROCESS NEEDS
 
- - TBROUGH DOE CONTRACTING.
 

- B. DECENTRALIZATIOh: P!NDING LOCAL GOVERNMENT
 
- - REGULATION-WILL GREATLY ALTER THE ROLE AND.
 
- STRUCTURE OF TEE DOH. THIS PROVIDES AN
 
- - OPPORTUNITY TO GAIN HEADWAY IN CONVERTIhG ThE
 

- ROLE OF TEE DOE FROM ADMINISTERING AND
 
- - PROVIDING SERVICES TO REGULATING THE lROADER
 
- - HEALTH MARKET TOIMPROVE ITS E1FICIENCY AND
 

- FUNCTIONING. PHASE I WILL ALSO PROVIDE 
- LIL1I2ED SUPFORT XCR D"MONSTRATION 
- 3CE ".AT A DECIN"MIIM 1=; THEREMY 

BUILDING CAPACITY AT TES DOE TO ENCOURAGE, 
- - EVALUATE, AND POTENTIALLY REPLICATE LOCALLY 

PLANNEE, MANAGED AND IMPLEmENTED CCMPliENSIV!
- - HEALTH SERVICES. 

- C. DATA-MASED DECISION MAKING:_ .AN.OVERRIDIl;G
 
- - THEME OF TEE PROJECT COMPONENTS IS TEE
 
- - ROUTINE COLLECTION.AND USE OF HEALTH. SECTOR. 
- - DATA ItN POLICY/REGULATIO-DEVELOP4MNT- ND" 
- - MONITORING. MANY OF.T.ZPROPOSED..DATARELATED_ 
- - TASKS 9EQUIRE TEE REORGANIZATION OF DATA 

- CURRENTLY COLLECTED FOR ADMINISTRATIVE PURPOSES 
- - INTO i4ORE USEFUL STRUCTURES FOR POLICY 
- - ~ORMULATION AND MONITORING, AS WELL AS CAPACITY 

BUILDING IN TEE ANALYSIS AND UTILIZATION OF ThIS 
- - DATA. 

- D. T£CHNOLOGY TRANSFER/CAPACITY DEVELOPMENT: THE 
- - GOP IS" EMBARING ON A MASSIVE TASK IN 
- - OVERHAULING THE ROLE OF THE PUZLIC SECTOR IN 
- - TEE NATIONAL HEALTH hARKET. PHASE I OF THE 
- - HFD REPRESENTS DISCREET AND-CRITICAL-AREAS 

- - ~ITHIN THIS PROCESS IN WHICH b HAVE
 
- - DETERMINED, WITh ENI ASSISTANCE, USAID
 
- - ACCESS TO U.S. TECHNICAL AND TRAINING
 
- - RESOURCES PROVIDES UNIQUE ADVANTAGES FOR
 
- - U.S. HEALTH ASSISTANCE. THESE INCLUDE THE
 
- - MARKrTIN' OF PRIVATE EEALTH INSURANCE AND
 
- - hEINSURANCE MECHANISMS; MOV17iENT TOWARD
 
- - MANAGED CARE STRUCTURES; HOSPITAL
 
- - INSTITUTIONAL AND SYSTEMS MANAGEMENT
 
- - TECENOLOGIES; AND COST-CONTAINING REIMBURSEMENT 

2/4 UNCLASSIFISD rA!'T-L. 01b31/e2 
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- - TECHNOLOGIES. .THE PROJECT WILL PROVIDE ' 
-" - MECHANISMS FOR THE GOP AND TEE PRIVATE SECTOR 
- - TO ACCESS THESE TECHNOLOGIES AND OTEER U.S. 

-
-

HALTH BUSINESS EXPERTISE. IN ADDITION, USE 
OF U.S. RESOURCES TO DEVELOP THE TRAINING 

- - "CAPACITIES OF LOCAL INDIVIDUALS AND FIRMS IN. 
- - HEW AREAS CF SPECIALIZATION NEEDED FOR MORE 
- - COMPLEX ORGANI.ZAION OF TEE SECTOR WILL BE 

- EMPHASIZED. 

7. PHASE I EFD PROJECT OUTPUTS IDNTIfIED AT THIS POINI
 
IN PROJECT PAPER DEVELOPMENT AND RESPECTIVE OUTPUT
 
INLICATORS ARE:
 

(A) ,CUTPUT I - INSTITUTIONALIZED CAPACITY TOR 
- TRANSPARENT AND EESEARCH-IASED HEALTH FINANCE 
- POLICY FORMULATION. 
- INDICATORS: FORMULATION OF HEALTH FINANCE POLICY 
- STEERING COMMITTeE, DEVELOPMENT OF ULTISECTORAL 
- .EEALTE FINANCE PCLICY FORUM, HEALTH FINANCING POLICY 
- FRAMIWORK AND RESEARCE AGENDA, AND RESEARCH ANP 
- TRAINING CAPACITIES. 

BT
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(3 OUTPUT II - IZPRO EFICINcy AND EIPANDED- COVE Ai.C NATIObAL 
- ECF ECEANSINDICATORS: S."
IMPROVED ADMINISTRATION 
-" IN OF AND COViRAGEMErIC.RRE I PROGRti,- ANDPRO.OTIOU IND 3STA2LIShMT;T 03' PRIVATE FINANCIAL- RISK SEARING MyCH.'IsrS.
 
(C) PUTPUT IIl 
- IMPROVEDr E-'FICIENCy IN TEE HOSPITAL
- SECTOR TEROUGH HOSPITAL FINANCING- REFORMS.
INDICATORS: 

- HOSPITAL DATABASE; DEMONSTRATED
ALTERNATIVES TO PUBLIC SECTOR HOSPITAL MANAGEMENT,
- OWHERSHIP, AND FINANCING; IMPROVED- INVESTMEN!TENVIONMENT 
-

FOR PTIVATE HOSPITALS; AND IMPROVEMENTSIN HOSPITAL MANAGEMENT TECHNOLOGIESUNCLASSIFIED 

•
 

.8. PEASE II. AS 
 AN ArJUNCT TO DEVZLCPi.-T OF POLICIESAND IMPLEMENTATION STRATEGIES AS PER ABOVE PARA 5 (A-D)IN PEASE I, MISSION WIlL EXAMINE CONCURRENT
"IMPLEMENTATION OF PEASE II OF TEE 
 HFD BEGINNING YEAR
THREE (FT V4) OF TEE PROJECT. 
PEASE II WCULD CONSIST
LARGELY OF PROGRAM ASSISTANCE SUPPORT FOR THE BROADER
IMPLEMENTATION !ND INSTITUTIONALIZATION OF THESE
POLICIES AND DEMONSTRATED CHANGES, IMPROVEMENTS AND
REFORMS OF TEE HEALTH SECTOR.
IUNDS ARE BEIfG PROPOSED IOR T 
$30M IN FT -3 AND BEYOND

IS EFD AcTIV1TT 

9. 
 END OF PHASE il INDICATOIS WOULD INCLUDE -(A)P.ESTRUCTURD EOSPITAL SECTOR WItI NON-DOE OWNIRSHIP AND
LARGELY PRIVATE SECTOR MANAGEMENT, GOVERNAhCE, AND
FINANCING O 
PREVIOUSLY PU-LIC INSTITUTIONS; 
(2)
INCREASED PRIVATE INVESTMENT" IN THE HEALTH SECTOR; AND
(C) EXPANDED PA!RTICIPATICN IN 
 .EALTE
FINANCING
RISK-SEARING SCHEMiES., 

10. PEASE II PRbIRA ASSISTANCE WOULD BE DISBURSEDAGAINST A MATRIX OF POLICY AND ADMINISTRATIVE CHANGES
LEADING TO ATTAINMENT OF SECTORAL POLICY AND PERFORMANCE
3ENCHMkFKS. 
 PEASE II WOULD BE A FIVE YEAR EPFORT,
PROVIDIN;G A USAID COMMITMENT TO TEE EEALTH SECTOR
'RESTRUCTURING PROCESS FOR A TOTAL OF SEVEN YEARS.
 

11. CU.:KT DISCUSSIONS REGARDING PHASE II HAVE
FIG EIGET.EDTEE LOLLOWING TENTATIVE POLICY AGENDA: 
06() Nl'o- rOfi ECLI:75'.EtORK FOR INSTITUTIONALIZATIONOF"DOE 'AS'.
 T..E LEAD AGENCY FOR POLICY DEVELOPMENT, WITH
- - tFOLLO'ING FUNCTIONS:
 

- " 
 z.LTE STATUS ASSESSMENT;
A.'IZ.,TIOK/COOaDINATION 
- " .. !t.G OF HEALTH RESOURCES; 
- " A" 

E.-.LT{ SERVICES STANDARDS; AND:": '3T -- 'G HEALTH FINANCING FOR THE POOR.
 
- :.;-',.;L T'.LTH FINANCING POLICY:
- " 
 .
 UEALI. FURIDS AND PRIVATE
 

-.. . -:D PRIVATE SECTOR HEALTH
 

'" 
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- ' FINANCING RESOURCES; IMPROVED POLICY 
- - ZNVIRONMENT FOR FINANCING O? PREVENTIVE 
-" - SERVICES. 
UNCLASSIFIED
 

- (C) POLICY FOR RESTRUCTURING DOE HOSPITALS: 
-. 

-
-
-

'INCREASED PRIVATE MANAGEIIENT STRUCTURE;
GOVERNANCE BY PRIVATE/PUBLIC BOARD; 

S - FEE RETENTION; 
- COMMUNITY/LOCAl. OVERNMENT/PRIVATE OYNERSHIP. 

12. EXAMPLES O KNASURES.OF POLICY IMPLEMENTATION WHICH
WOULD BE USED AS lZilCHMARKS FOR DISBURSEMENT FOR TEE
 
INITIAL TWO YEARS 0.PROGRAM ASSISTANCE (YEARS 3 AND 4

OF PROJECT ASSISTANCE) lNCLD& THOSE LISTED BELOW'. 
AS

PER REF, PLEASE NOTE THAT IN RECOGNITION OF THE COSTS

ANDTIMSR11QUIRED FOR PRIVATIZATION OF DOE..INSTITUTIONS

USAID PROPOSES PROTOTXP1 DZVELOPMLNT AND DEMONSTRATION OF

RESTRUCTURED INSTITUTIONS UNDER PRASZ.I OF HEALTH
 
2INANCF.DEVILOPMENT ASSISTANCE. 
DEMONSTRATION OF TEE

PROTOTYPE ON A PROVINCIAL OR REGIONAL BASIS WOULD BE
 
•INCLUDED IN PEASE II.
 

(A) TEAR 3 (-Y g): APPROVAL OF THE PROGRAM POLICY

MATRIX AND OTHER IRO-RAM RELATED CONDITIONS PRECEDENT
 

T 
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igCLUDING:
 

APPRCVED NATIONAL EIALTE POLICY T=: 'uL =t 
 ;N POLICYAGENDA WITH.CLEARLY DEFINED N-7 
DOT P.LE;
 

GOP POLICY FOR INCLUSION OF OUTAeIj:i!PREVENTIVE AND
FAMILY PLANNING SIRVICES IN mA;.DATED HEALTH FUNDS;
I 

.GOP POLICT AND PLAN FOR IPLIETATION OR

UNIFICATION OF MANDATED P.EALTH 3ENEFITS FUNDS;
 

DOE POLICY AND LEGISLATIVE FRAMEWORK $OR RESTRUCTURING
OF PUBLIC EOSPITALS, PLAN FOR IMPLErENTATIN, ANE
IDENTIFICATION OF PRIORITI INSTITUTIONS/ACTIONS.
 

(2) YEAR 4 (PY 9b):
 
DOH DECENTRALIZED, AREA WIDE (PROVINCIAL/REGIONAL) EEALTB
DEMONSTRATION SCHEME LINLING ALTERNATIVE FINANCING AND
SERVICES PROVISION SCHEMES INITIATiD TO TZST STRUCTURE
OF INCENTIVES AND DEMONSTRATE FEASIBILITY OF REFORM;
 

GOP ENDOWMENT OF PRIVATE EEALTH POLICY 
3SEARCH
 
INSTITUTE ON MATCHING BASIS;
 

MEDICARE POLICY ON REIMBURSEMENT FOR SELECTED
OUT-PATIENT PREVENTIVE AND FAMILY .PLANNING SERVICES;
 

LABOR CODE INCLUDES PROVISION OF OUTPATIENT PREVENTIVE..
AND FAMILY PLANNING SERVICES FOR COVERED POPULATION.
 

13. EXACT INDICATORS AND TARGETS AND ADDITIONAL YEAR
BENCHMARKS WILL IE DEVELOPED DURING INITIAL TWO TEARS 0]
RFD PROJICT. 
AN UPDATE ON PROGRESS IN THIS AREA WILL BE
PROVIDED IN OCTOBER 1992 AT THE CONCLUSION OF THE
INITIAL YEAR OF THE RFD PROJECT.
 

14. 
 DOLLAR AMOUNTS TO BE DISBURSED AND MECHANISMS OF
DISBURSEMENT WOULD DEPEND ON THE NEED FOR (A) O?FSETTING
SHORT-RUN COSTS OF REFORk AND/OR (B) INCENTIVES REQUIRED
FOR LEVERAGING CHANGES OUTSIDE TEE DOE STRUCTURE. 
SIZE,
CONTENT,.AND LENGTH OF THE REFORM PACKAGE WILL DEPEND-ON
AVAILASILITY OF USAID RESOURCES AND CONTINUED COMMITMENT
OF GOP-TO SECTORAL REFORM.
 

15. FISSION IS REVIEWING MEANS OF INCREASING THE
LEVZRAGE OF THE PROGRAM ASSISTANCE.PACKAGE THROUGH (A)
REVIE OF OPTIONAL RECIPIENTS AND POTENTIAL FOR
DECENTRALIZED PROVISION OF PROGRAM GRANTS AND (3) EARLY
DISCUSSIONS WITH OTHER POTENTIAL HEALTH SECTOR DONORS.

.PLATT 

BT
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5C(2) - ASSISTANCE CHECKLIST
 

Listed below are statutory.

criteria applicable to the
 
assistance resources themselves,
 
rather than to the eligibility of a
 
country to receive assistanc6. This
 
section is divided into three parts.

Part A includes criteria applicable.

to both Development Assistance and
 
Economic Support Fund resources.
 
Part B includes criteria applicable

only to Development Assistance
 
resources. Part C includes criteria
 
applicable only to Economic Support
 
Funds.
 

CROSS REFERENCE: IS COUNTRY CHECKLIST UP 
TO DATE 


A. CRITERIA APPLICABLE TO BOTH 
DEVELOPMENT ASSISTANCE AND ECONOMIC.
 
SUPPORT FUNDS
 

I. Host Country Development

Efforts (FAA Sec. 601(p)):

Information and conclusions on 

whether assistance will encourage

efforts of the country to: (a)

increase the flow of international 

trade; (b) foster private initiative 

and competition; (c) encourage
development and use of cooperatives,

credit unions, and savings and loan 

associations; (d) discourage

monopolistic practices; (e) improve

technical efficiency of industry, 

agriculture, and commerce; and (f)

strengthen free labor unions. 


2. U.S. Private Trade and 

Investment (FAA Sec. .601(b)): 

Information and conclusions on how 

assistance will encourage U.S. 

private tradn 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). 


Yes, Country Checklist is 
included in Annex C of 
tihe PEPS PAAD dated 

July 1991 . 

a. No
 
b. Yes. Private initia
tives and competition in
 
the health care finan
cing sector are major

considerations in -pro
ject implementation.- 

c. Yes. The development
 
of -health care financing
 
mechanisms include the
 
use of cooperatives and
 
private associations.
 

d. N/A
 

e. Yes, to the extent
 
that commerce and indus
try are utilized to pro
vide goods and services
 
to the health finance
 
sector.
 

f. N/A
 

The project has a budget
 
of $6M for U.S. techni
cal assistance services.
 



3. Congressional Notification
 

a. General requirement
(FY 1991 Appropriations Act Secs. 

523 and 591; FAA Sec. 634A): If 

money is to be obligated for an 

activity not previously justified to

Congress, or for an amount in excess 

of amount previously justified 
to 

Congress, has Congress been properly

notified (unless the notification
 
requirement has been waived because
of substantial risk to human health 
or welfare)? 

b. Notifice of new 

account obligation (FY 1991
 
Appropriations Act Sec. 514): 
 If
 
funds are being obligated under an

appropriation account to which they
 
were not appropriated, has the
 
President consulted 
 with and
 
provided a written justification to
 
the House and Sentate Appropriations

Committees and has such obligation
been subject to regular notification 
procedures?
 

c. Cash transfers and 

nonproject -sector--assiaitance (FY

1991 Appropriations Act Sec.
 
575(b) (3)j:- If finds-are to be made--
available in 'the form of 
cash
 
transfer or nonproject sector

assistance, has the Congressional

notice included a detailed
 
description of how the funds will be
 
used, with a discussion of U.S.
 
interests to be served 
 and a

description of any economic p6licy

reforms to be promoted?
 

4. Engineering and Financial 

Plans (FAA Sec. 611(a)): Prior to
 
an obligation in excess of $500,000, 

will * there be: (a) engineering,
financial or other plans necessary
to carry out the assistance; and (b) 
a reasonably firm estimate of the 
cost to the U.S. of the assistance?
 

A Congressional Notifi
cation -as submitted to
 
Congress on 3/13/91 ; the
 
waiting period expired

without Congressional
 
obligation on 6/22/91.
 

N/A
 

N/A
 

a. Yes
 

b. Yes
 

/ 



5. Legislative Action (FAA N/A

Sec. 611(a)(2)): If legislative

action is required within recipient

country with respect to an
 
obligation in excess of $500,000,

what is the basis for a reasonable

expectation that such action will be 
completed in time to permit orderly

accomplishment of the purpose of the 
assistance?
 

6. Water Resources (FAA Sec. N/A

611 (b); FY 1991 Appropriations Act
 
Sec. 501): If project Is for water
 
or water-related 
 land resource
 
construction, have benefits and
 
costs been computed to the extent 
practicable in accordance with the

principles, standards, and
 
procedures established pursuant to

the Water Resources Planning Act (42

I.S.C. M962, et set.J? :(See A.-.D.
 
Handbook 3 for guidelines.)
 

7. Cash Transfer and Sector -:N/A

Assistance (FY 1991 Appropriations

Act Sec. 575(b)): Will cash
 
transfer or nonproject. sector
 
assistance be maintained 
 in a
 
separate account and not commingled

with other funds (unless such
 
requirements are waived by

Congressional notice for nonproject

sector assistance)?
 

8. Capital 'Assistance (FAA N/A

Sec. 611(e)): If project is capital
assistance (e.c., construction), and 
total U.S. assistance for it will
 
exceed $1 million, the Mission
 
Director certified and Regional

Assistant Administrator taken into
 
consideration the country's

capabiity to maintain and utilize
 
the project effectively?
 

9. M1 t ip l e Country Refer to 5C(2)A.I.
Objectives (FAA Sec. 601(a)):

Information and conclusions on
 
whether projects will encourage

efforts of the country to: (a)

increase the flow of international
 
trade; (b)foster private initiative
 
and competition; and (c) encourage
 



development and use of cooperatives,

credit.unions, and*savings and loan
 
associations; (d) discourage

monopolistic practicesr (e) improve

technical efficiency of industry,

agricuiture and commerce; and (f)

strengthen free labor unions.
 

10. U.S. Private Trade (FAA Refer to 5C(2)A.2.

Sec. 601(b)): Information 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).
 

li. Local Currencies
 

a. R e c i p i e n t The host.-country contri
rontributions (FAA Secs. 612(b), 
 bution consists of 25% of

636(h)): Describe.: steps taken to project cost.
 
assure that, to the maximum extent
 
possible, the country. is
 
contributing:-local :-currencies---to 
.meet the....cost of. contractual and 
-other-..'ervices-: ...and foreign.,
currencies owned by.the U.S;-are 
utilized in lieu-of dollars7
 

b. U.S. -Owned.Currency No,

(FAA..Sec. 612(d)):: Does the U.S. 
own excess foreign currency of the
 
country . and, '. if so, -what
 
arrangements.have been.made-for.its.
 
release?
 

*c. Separate Account (FY N/A

1991 Appropriations Act Sec. 575).

"If *assistance is furnished 
to a
 
foreign government under
 
arrangements which result in the
 
generation of local currencies:
 

(1) Has A.I.D. (a)
required that local currencies be
 
deposited in a separate account
 
established by the recipient
 
government, (b) entered into an
 
agreement with that government
 
providing the amount of local
 
currencies to be cenerated and the
 



terms and conditions under which the
 
currencies. so deposited may be
 
utilized, and (c) established by
 
agreement the responsibilities of
 
A.I.D. and that government "to
 
monitor and account for deposits

into and disbursements from the
 
separate account?
 

(2) Will such local
 
currencies, or an equivalent amount
 
of local currencies, be used only to 
carry out the purposes of the DA or 
ESF chapters of the FAA (depending 
on which chapter is the source of 
the assistance) or for 'the
 
adminsitrative requirements of the 
United States Government?
 

(3) Has A.I.D. taken 
all appropriate steps to ensure that 

-tbi equivalent of lcal 'currencies 
disbursed from the separate account 
are used for the agreed purposes?
 

(4) If assistance is
terminated to a country, will any 
unencumbered balances of funds
 
remaining in a separate account be
 
disposed of for purposes agreed to
 
by the recipient government and the
 
United States Government?
 

12. 	 Trade Restrictions
 
" a. 
 Surplus commodities 
 N/A


(FY o1991 Appropriations Act Sec. 
521(a)): If assistance is for the 
production of any commodity for 
expert, 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?
 

b. Textiles (Lautenberg. N/A

Amendment) (FY 1991 Appropriations
 
Act Sec. 521(c)): Will the
 
assistance (except for programs in
 
Caribbean Basin Initiative countries
 
under U.S. Tariff Schedule (Section
 



807," which allows reduced tarriffs
 
on articles assembled abroad from
 
U.S.-made components) be used
 
directly to procure feasibility

studies, or project profiles of
 
potential- investment in, or to
 
assist the establishment of
 
facilities specifically designed

for, the manufacture for export to
 
the United States or to third
 
country markets in direct
 
competition with U.S. exports, of
 
textiles, apparel, footwear,

handbags, flat goods (such as
 
wallets or coin purses worn on the
 
person), work gloves or leather
 
wearing apparel?
 

13. Tropical Forests (FY 1991 N/A

Appropriations Act Sec. 533(c) (3)):
Will funds be used for any program,

project or activity which would (a)

result in any significant loss of
 
tropical forests, or (b) involve
 
industrial timber -extraction in 
primary tropical forest areas?
 

14. Sahel Accounting (FAA Sec. N/A
121(d)): If a Sahel project, has a 
determination been made that the 
host government has an adequate

system for accpunting for and 
controlling receipt and expenditure

of project funds (either dollars or
 
local currency generated therefrom)? 

15. PVO Assistance
 

a. Auditing and N/A

registration (FY 1991 Appropriations

Act Sec. 537): If assistanc; is
 
being made available to a PVO, has
 
that organization provided upon

timely request any document, --file,...
 
or record necessary to the auditing'

requirements of A.I.D., and is the
 
PVO registered with A.I.D.?
 

b. Funding sources (FY N/A
1991 Appropriations Act, Title II,
under heading "Private and Voluntary 
Organizations"): If assistance is
 
to be made to a United States PVO 
(other than a cooperative
 



development organization), does it
 
obtain at least 20 percent of its
 
total annual funding for
 
international activities from
 
sources other than the United States
 
Government?
 

16. Project Agreement Yes. A cable on this has
Documentation (State Authorization 
 been sent to
 
Sec. 139 (as interpreted by

conference report)): 
 Has on

confirmation of the date of signing

of the project agreement, including

the amount involved, been cabled to

State L/T and A.I.D. UEG within 60
 
days of the agreement's entry into

force with respect to the Untied
 
States, and has the full text of the
 
agreement been pouched to those 
same 
offices? (See Handbook 3, Appendix

6G for agreements covered by this 
.proviron).
 

17. Metric System (Omnibus N/A

Trade and Competitiveness Act of
 
1988 Sec. 5164, as interpreted by

conference report, amending Hetric
 
Conversion Act of 1975 Sec. 2, and
 
as implemented through A.I.D.
 
policy): Does the assistance
 
activity use the metric: system of
 
measurement in its procurements,

grants, and other business-related
 
activities, except to the extent
 
that such use is impractical or.is
 
likely to cause significant

inefficiencies or loss of markets to
 
Untied States firms? Are bulk 
purchases usually to be made in 
metric, and are components,
subassembles, and semi-fabricated 
materials to be specified in metric 
units when economically available 
and technically adequate? Will-
A.I.D. specifications use metric
 
units of measure from the earliest
 
programmatic stages, and froM the
 
earliest documentation of the
 
assistance processes (for example,

project papers) involving

quantifiable measurements (length,
 
area, volume, capacity, mass and
 
weight), through the implementation
 
stage?
 



18. Women in Development (FY

1991 Appropriations Act, Title II,

under heading "Women in 

Development"): Will assistance be 

designed so that the percentage of 

women participants will be 

demonstrably increased? 


19. Regional and Multilateral
 
Assistance (FAA Sec. 209): Is 

assistance more efficiently and 

effectively provided through 

regional or multilateral 

organizations? If so, why is 

assistance not -so . provided?
Information and conclusions on 

whether assistance will encourage

developing countries to cooperate in 

regional development programs. - 

20. Abortions (FY 1991
 
Appropriations Act, Title II, under
 
heading "Population, DA," and Sec.
 
525):
 

a. Will assistance be 

made available to any-organization -..
 
or program which, as..determined by..

the President -supports-- -or
 
participates in the management-of a
 
program of- coercive --abortion-:-or:
 
involuntary sterilizatiom ..

b. Will any funds be 

used to-lobby for abortion?
 

21. Cooperatives (FAA Sec. 

ll1): Will assistance help develop

cooperatives, especially by

technical assistance, to *'assist 

rural -and urban poor to help

themselves toward a better life?
 

22. U.S.-Owned Foreign
 
Currencies
 

a. - Use -.of currencies 
(FAA Secs. 612(b), 636(h); FY 1991 
Appropriations Act Secs. 507, 509):: 
Describe steps taken to assure that,
 
to the maximum extent possible,
 
foreign currencies owned by the U.S.
 
are utilized in lieu of dollars to
 
meet the cost of contractual and
 

Yes. The project's health
 
care financing will in
crease equitable accesp
 
to health insurance among
 
women -and other sectors
 
which 'are not covered by.
 
-any- health financing
 
mechanism.
 

No. The project which 
will provide grant funds 
to GOP to improve health. 
care.....,.finance. . policy 
process, devplop health 
financing mecnanisms and
 
institute reforms in the
 
hospital zzctoc, is bila
teral "innature.
 

No.
 

No.
 

Yes. Project will encou
'rage cooperatives to
 
develop community finan
cing schemes on health
 
.care.
 

"N/A
 



other services.
 

b. Release of currencies 

(FAA Sec. 612(d)): Does the U.S. 
own excess for9ign currency of the 
country and, if so, what
 
arrangements have been made for its
 
release?
 

23. Procurement
 

a. .Small business (FAA

Sec. 602(a)):" Are .there 
arrangements to permit U.S. small 
business to participate equitably in
the furnishing of commodites and 
services financed? 


b. U.S. procurement (FAA

Sec. 604(a)): Will all procurement

be.from the U.S. except as otherwise
determined by' the- 'President or 
determined under delegation- from
 
him?
 

c. Marine insurance (FAA
Sec. 604(d)): " If the cooperating

country discriminates against marine
 
insurance companies authorized to do
 
business in the U.S., will

commodities be insured in the United 
States against marine risk with such
 
a company?
 

d. Non-U.S. agricultural
procurement (FAA Sec. 604(e)): If
 
non-U.S. procurement of agricultural

commodity or product thereof is to
 
be financed, is there provision

against such procurement when the
 
domestic price of such commodity is
 
less than parity? (Exception where
 
commodity financed could not
 
reasonably be procured in U.S.)....
 

e. Construction or 
engineering services (FAA Sec.
 
604(g)): Will construction or
 
engineering services be procured

from firms of advanced developing

countries 
 which are otherwise
 
eligible under Code 
941 and which
 
have attained a competitive

capability in international markets
 

No.
 

Yes. The project plans to
 
contract withia) or- gray
Smendment firm and encou
fage open competition for 
the furnishing of commo
dities and services.
 

Yes.
 

N/A 

N/A 

N/A 



in one of these areas? (Exception

for those countries which receive
 
direct economic assistance under the
 
FAA and permit United States firms
 
to compete for constiuction or
 
engineering services financed from 
assistance programs of these
 
countries.)
 

f. Cargo preference N/A
shipping (FAA Sec. 603): Is the 
shipping excluded from compliance

with the requirement in section
 
90.1(b) of the Merchant Mar Ae Act of
 
1936, as amended, that at least 50
 
percent of the gross tonnage of
 
commodities (computed separately
 
from dry bulk carriers, dry cargo

liners, and tankers) financed shall
 
be transported on privately owned 
U.S. flag commercial vessels to the
 
extent such vessels are available at 
-fair and reasonable rates?
 

g. Technical assistance Yes.
 
(FAA Sec. 621 (a)): If technical 
assistance is- financed,- will such 
assistance be furnished by private
enterprise on a-contract--basis to* 
the fullest extent practicable?
Will the facilities and resources-of 
other Federal agencies be utilized;.
 
when they are particularly suitable, 
not competitive with private

enterprise, and made available
 
without undue interference .with 
domestic programs?
 

h. U.S. air carriers Yes. 
(International Air Transportation
 
Fair Competitive Practices 'Act, 
1974): If air transportation of 
persons or property is financed on 
grant basis, will U.S. carriers be 
used to the extent wuch service is 
available? 

i. Termination for Yes.
 
convenience of U.S. Government (FY

1991 Appropriations Act Sec. 504):
 
If the U.S. 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?
 

J. Consulting services Yes. 
(FY 1991 Appropriations Act Sec.
 
524): If assistance Is for
 
consulting service through
 
procurement contract pursuant to 5
 
U.S.C. 3109, are contract
 
expenditures a matter of public

record and available for public

inspection (unless otherwise
 
provided by law or Executive Order)?
 

k. Metric conversion N/A

(Omnibus Trade and Competitiveness

Act of 1988, as interpreted by

conference report, amending'Metric
 
Conversion Act of 1975 Sec. 2, and
 
as implemented through A.I.D.
 
policy): Does the assistance
 
program use the =etririystem-f
 
measurement in its procurements,
 
grants, and other business-related
 
activities, except to the " extent
 
that such use is impractical or is
 
likely to cause significant

inefficiencies or loss of markets to
 
United States firms? Are bulk
 
purchases usually to be made in
 
metric, and are components,

subassemblies, and semi-fabricated
 
materials to be specified in metric
 
units when economically available
 
and technically. adequate? -Will
 
A.I.D. specifications use metric
 
units of measures from the earliest
 
progammatic stages, and from the
 
earliest documentation of the
 
assistance processes (for example,

project papers)' involving
 
quantifiable measurements (-length,
 
area, volume, capacity, mass and
 
weight), through the implementation
 
stage?
 

1. Competitive Selection Yes.
 
Procedures (FAA Sec. 601(e)): Will
 
the assistance utilize competitive
 
selection procedures for the
 
awarding of contracts, except where
 
applicable procurement rules allow
 
otherwise?
 



24. Construction
 

a. Capital project (FAA N/A

Sec. 601(d)):. If capital (e.a., 
construction) project, will U.S.
 
engineering and professional
 
seivices beused?
 

b. Construction contract N/A
(FAA Sec. 611(c)): If contracts for
 
construction are to be financed,
 
will they be lent on a competitive.
 
basis to maximum extent practicable?
 

c. Large . projects, N/A

Congressional approval (FAA Sec.
 
620(k)): If for construction of
 
productive enterprise, will
 
aggregate value of assistance to be
 
furnished by the U.S. not exceed
 
$100 million (except for productive

enterprise in Egypt that vere
 
described in the Congressional
 
Presentation), or does- assistance
 
have the *express approval of
 
Congress?
 

25 U.S. Audit Rights (FAA Yes. 
Sec. 301(d)): If fund is 
established solely by U.S. 
contributions and administered by an 
international organization, does 
Comptroller - - General -have audit 
rights? 

26. Cimmunist Assistance (FAA. Yes.
 
Sec. 620(h): Do arrangements exist
 
to ifisure that United States foreign
aid is not used in a maimer which, 
contrary to the best interests of 
the United States, promotes or
 
assists the foreign aid projects or
 
activities of the Communist-block
 
countries?
 

27. Narcotics
 

a. Cash reimbursements Yes.
 
(FAA Sec. 483): Will arrangements

preclude use of financing to make 
reimbursements, in the form of cash
 
payments, to persons whose illicit
 
drug crops are eradicated?
 



b. Assistance to Yes.
 
narcotics traffickers (FAA Sec.
 
487): Will arrangements take "all
 
reasonable steps" to preclude use of
 
financing to or through individuals
 
or entities which we know 'or have
 
reason to believe have either: (1)
 
been convicted of a violation of any
 
law or regulation of the United
 
States or a foreign country relating
 
to narcotics (or other controlled
 
substances); or (2) been an illicit
 
trafficker in, or otherwise involved 
in the illicit trafficking of, any 
such controlled substance?
 

28. Expropriation and Land Yes. 
Reform (FAA Sec. 620(g): Will.
 
assistance prelude use of financing.
 
to compensate owners for
 
expropriated or nationalized
 
.property, except to cmjensate


foreign nationals in accordarce with
 
a land reform program certified by 
the President?
 

29. Police and Prisions (FAA Yes.
 
Sec. 660): Will assistance preclude
 
use of financing to provide

training, advice, or any financial
 
support for police, prisons,, or
 
other law enforcement forces, except 
for narcotics programs?
 

30. CIA Activities (FAA.Sec. Yes,

662): Will assistance preclude use
 
of financing for CIA activities?
 

31. Motor Vebicles (FAA Sec. Yes.
 
636(i): Will assistance preclude
 
use of financing for purchase, sale,
 
long-term lease, exchange or
 
guaranty of the sale of motor
 
vehicle manufactured outside'U.S.,
 
unless a waiver is obtained?
 

32. Military Personnel (FY Yes.
 
1991 Appropriations Act Sec. 503):

Will assistance preclude use of
 
financing to pay pensions,

annuities, retirmenet pay, 'or
 
adjusted service compensation for
 
prior or current military personnel?
 



33. Payment of U. N. Yes. 
Assessments (FY 1991 Appropriations 
Act Sec. 505): Will assistance 
preclude use of financing to pay 
U.N. assessments, arrearages or
 
dues?
 

34. Multilateral Organization Yes.
 
Lending (FY 1991 Appropriations Act
 
Sec. 506): Will assistance prelude
 
use of financing to carry out
 
provisions of FAA section 209(d)

(transfer of FAA funds to
 
multilateral organizations for 
lending)?
 

35. Export of Nuclear Yes. 
Resources (FY 1991 Appropriations
 
Act Sec. 510): Will assistance
 
preclude use of financing to finance
 
the export of nuclear equipment,

-fuel, or technology?
 

36. Repression of Population Yes.
 
(FY 1991. Appropriations Act Sec.
 
511): Will assistance preclude use
 
of financing for the purpose of
 
*aiding the efforts of the government
of such country to repress the 
legitimate rights of the population
of such country contrary to the-
Universal Declaration . of Human 
Rights? 

37. Publicity or Propaganda No.
 
(FY 1991 Approprations Act Sec.
 
516): Will assistance be used for
 
publicity or propaganda purposes

designed to support or defeat 
legislation pending before Congress,
 
to influence it any way the outcome
 
of a political election in the
 
United States, or for any publicity
 
or propaganda purposes.. not.
authorized by Congress?
 

38. Marine Insurance (FY 1991 Yes.
 
Appropriations Act Sec. 563): Will
 
any A.I.D. contract and
 
solicitation, . and subcontract 
entered into under such contract, 
include a clause requiring that U.S. 
marine insurance companies have a 
fair opportunity to bid for marine
 



insurance when such insurance is
 
necessary or appropriate?
 

39. Exchange for Prohibited No.
 
Act (FY 1991 Appropriations Act Sec. 
569): Will any assistance be
provided to any foreign government
(including any instrumentality or 
agency thereof),, foreign person, or 
United States person in exchange for 
that foreign government or person
undertaking any action which is, if 
carried out by the United States
Government, a United States official 
or employee, expressly prohibited by 
a provision of United States law?
 



country's intellectual resources to 

encourage institutional development; 

and supports civic education and 

training in skills required for 

effective participation in 

governmental and political processes 
essential to self-government, 


5. Economic Development (FAA

Sec. 101(a)): Does 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 

6. Special Development

Emphases (FAA Secs. 102(b), 113, 
281(a)): Describe extent to which 
activity. will: (a) effectively
involve the poor in development by
extending access to economy at local 
level, increasing labor-intensive 
production and the use of 
appropriate technology dispersing 
investment from cities to small 
towns and rural areas, and insuring 
wide participation of the poor in 
the benefits of development on a 
sustained basis, using appropriate 
U.S. institutions; (b) encourage
 
democratic private and
 
localgovernmental institutions; (c)
 
support the self-help efforts of
 
developing .countries; (d) promote
 
the participation of women's status;"
 
and (e) utilize and encourage
 
regional cooperation by developing
 
countries.
 

7. Recipient Country 
Contribution (FAA Secs. 110, 
124(d)): Will the recipient country 
provide at least 25 percent 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 "relatively least 
developed" country)? 

a health regulatory 
and policy role. 
The project will 
provide capacity
building opportuni
ties for both 
public and private 
sectors in health. 

Yes.
 

Yes.
 



8. Benefit to Poor Majority 

(FAA.Sec. 128(b)): If the activity

attempts to increase the 

intitutional capabilities of private

organizations or the government of 

the country, or if it attempts to 

stimulate scientific and
 
technological research, has it been
 
designed and will it be monitored to
 
ensure that the ultimate
 
beneficiaries are the poor majority?
 

9. Abortions (FAA Sec.
 
104(f); F7 1991 Appropriations Act,

Title II, under heading "Population,

DA," and Sec. 535):
 

a. Are any of the funds 

to be used for the performance of
 
abortions as a method of family

planning or to motivate or coerce
 

.-any person to practiceabortions?
 

b. Are any of the funds 

to be used to pay for the
 
performance of involuntary

sterilization as a method of family

planning or to coerce or provide any

financial incentive to any person to
 
undergo sterilizations?
 

c. Are any of the funds 

to -be made available to any

organization or program which, 
as
 
determined by the President,
 
supports of participates in the
 
management of a program of coercive
 
aboztion or involuntary
 
sterilization?
 

d. Will funds be made

available only to voluntary family

planning projects which offer,

either directly or through referral
 
to, or information about access to,
 
a broad range of family planning

methods and services?
 

Yes, the ultimate
 
beneficiary are the
 
more than 60% Fili
pinos who have no
 
access to health
 
care financing.
 

No.
 

No.
 

No.
 

No.
 

\k(0 



e. In &warding grants 

for natural family planning, will
 
any applicant be discriminated
 
against because of such applicant's
 
religious or conscientious
 
commitment to offer only natural
 
family planning?
 

f. Are any of the funds 

to be used to pay for any biomedical 
research which relates, in whole or
 
in part, to methods of, or the 
performance of, abortions or 
involuntary sterilization as a means 
of family planning?
 

g. Are any of the funds 

to be made available to any
 
organization if the President
 
certifies that the use of these
 
funds by such organikation would
 
violate any of the above provisions

related to abortions and involuntary 
sterilization?
 

10. Contract Awards (FAA Sec. 

601(e)): Will the project utilize
 
competitive selection procedures for
 
the awarding of contracts, except
 
where applicable procurement rules
 
allow otherwise?
 

11. Disadvantaged Enterprises

(FY 1991 Appropriations Act Sec. 

567): -What portion of the funds 

will be available only for 

activities cf economically and 

socially disalvantaged enterprises, 

historically black colleges and 

universities, colleges and 

universities having a student 'body 

in which more than 40 percent of the
 
students are Hispanic Americans, and
 
private and voluntary organization.
 
which are controlled by individuals
 
who are black Americans, Hispanic
 
Americans, or Native Americans, or
 
who are economically or socially
 
disadvantaged (including women)?
 

No
 

No.
 

No.
 

Yes.
 

The project may
 
consider a large
 
contract with a
 
consortium of U.S.
 
compani es and
 
provide for a set
aside for sub
contracts with 8(a)
 
firms.
 

-y
 



12. Biological Diversity (FAA
Sec. 119(g): .Will the assistance: 

a. 
b. 

No. 
No. 

(a) support training and education 
efforts which.improve the capacity 
of recipient countries to prevent
loss of biological diversity; (b)
be provided under a long-term
condition in which the recipient
country agrees.to protect ecosystems 
or other wildlife 

C. 
d. 

No. 
No: 

habitats;(c)support efforts to 
identify and survey ecosystems in
recipient countries worthy-.- of 
protection; or (d) by any direct or 
indirect means significantly degrade
national parks or similar protected
.areas or introduce exotic plants or 
animals into such areas? 

13. Tropical Forests (FAA Sec.
118; FY 1991 Appropriations Act Sec. 
-(5(v)- (e) & (q)): 

a. A.I.D. Regulation16: 
Does the assistance comply with the 

N/A 

environmental procedures set forth 
in A.I.D. Regulation 16? 

b. Conservation: Does No. 
the assistance place a high priority 
on conservation -and sustainable.. 
management of tropical forests? 
Specifically, does the assistance, 
to the fullest extent feasible: (1)
stress the importance of conserving
and sustainably managing forest 
resources; 
which offer 

(2) support activities 
employment and income 

alternatives to those who otherwise 
would cause destruction and loss of 
forests, and help countries identify
and implement alternatives to 
colonizing 
support 
educational 

forested areas; (3)
training programs, 

efforts, and the 
establishment or strengthening of 
institutions 
management; 
destructive 

to improve forest 
(4) help end 
slash-and-burn 

agriculture by supporting stable and 
productive farming practices; 



(5)help conserve forests which have
 
not yet been degraded by helping to
 
increase production on lands already

cleared or degraded; (6) conserve
 
forested watersheds and rehabilitate
 
those which have been deforested;
 
(7) support training, research, aiid
 
other actions which lead to
 
sustainable and more environmentally
 
sound practices for timber
 
harvesting, removal, and processing;
 
(8) support research. -to expand
knowledge of tropical forests and
 
identify alternatives which will
 
prevent forest destruction, loss, or
 
degradation; (9) conserve
 
biological diversity in forest areas
 
by supporting efforst to identify,
 
establish, and maintain a
 
representative network of protected

tropical forest ecosystems on a
 
worldwide basis. by making the
 
establishment of protected areas a
 
condition of support for activities
 
involving forest clearance or
 
degradation; and by helping to
 
identify tropical-forest ecosystems
 
and species in need-of. protection

and establish and maintain
 
appropriate protected areas; (10)

seek to increase the awareness of
 
U.S. Government agencies and other
 
donors of the immediate- and long
term value of tropical forests;
 
(11) utilize the resources. and
 
abilities of all relevant U.S.
 
government agencies; (12) be based
 
upoif careful analysis of the
 
alternatives available to achieve
 
the best sustainable use of the
 
land; and (13) take full account of
 
the environmental impacts of the
 
proposed activities on biological
 
diversity?
 

c. Forest degradation: K/A

'Will assistance be used for: (1)
 
the procurement or use of logging

equipment, unless an environmental
 
assessment indicates that all timber
 
harvesting operations involved will
 
be conducted in an environmentally
 
sound manner and that the proposed
 



activity will produce positive

economic benefits and sustainable
 
forest management systems; (2)

actions which will significantly

degrade national parks or similar
 
protected areas which. contain
 
tropical forests, ar introduce
 
exotic plans or animals into such
 
areas; (3) activities which would
 
result in the conversion of forest
 
lands to the rearing of livestock;
(4) the construction, upgrading, or
 
maintenance of roads (including

temporary haul roads for logging or
 
other extractive industries) which
 
pass through relatively undergraded
 
forest lands; (5)- the colonization
 
of forest lands; _.or (6) the
 
construction of dams or other water
 
control structures which flood
 
relatively undergraded forest lands, 

. unlas .-ith: respect -to each such 
activity an environmental assessment 
indicates that the activity will 
contribute % significantly and 
directly to improving the livelihood 
of the rural poor and*- will be 
conducted in an. environmentally
sound manner - which --- supports.
sustainable development?.*
 

d. Sustainable forestry:. .-N/A
 
If assistance relates - to tropical

forests, will project assist
 
countries -indeveloping a systematic

analysis of the appropriate use of..
their total tropical forest.
 
resources, with the goal of
 
developing a national program for
 
sustainable forestry?
 

e. Environmental impact N/A

statements: Will funds be made
 
available in accordance with 
provisions of FAA Section 117(c) and
 
applicable A.I.D. regulations

requiring an environmental impact
 
statement for activities
 
significantly affecting the 
environment?
 



14. Energy (FY 1991 N/A
 
Appropriations Act Sec. 533(c)): If
 
assistance relates to energy, will
 
such assistance focus on: (a) end
use energy efficiency, least-post
 
energy planning, and renewable
 
energy resources, and (b) the key

countries where assistance would
 
have the greatest impact on reducing
 
emissions from greenhouse gases?
 

15. Sub-Saharan Africa N/A

Assistance (FY 1991 Appropriations
 
Act Sec. 562, adding a new FAA
 
chapter 10 (FAA Sec. 496)): If
 
assistance will come from the Sub-

Saharan Africa DA account, it is:
 
(a) to be used to help the 'poor

majority in Sub-Saharan Africa
 
through'. a process of long-term
development and economic growth that 
is equitable, participatory,

environmentally sustainable, and 
self-reliant; (b) to be used to 
promote sustained economic growth, 
encourage private sector
 
development, promote individual
 
initiatives, and help to reduce the
 
role of central governemnts in areas
 
more appropriate for the private 
sector; (c) being provided in
 
accordance with the policies

contained in FAA section 102; (d)

being provided in close consultation
 
with African, United States* and
 
other PVOs that have demonstrated
 
effectiveness in the promotion of
 
local grassroots activities on
 
behalf of long-term development in
 
Sub-Saharan Africa; (e) being used
 
to promote reform of sectoral
 
economic policies, to support the 
critical sector priorities of
 
agricultural production and natural
resources, health, voluntary family

planning services, education, and 
income generating opportunities, to 
bring about appropriate sectoral 
restructuring of the Sub-Saharan 
African economies, to support reform 
in public administration and 



finances and 
 to establish a

favorable environment for individual
 
enterprise and self-sustaining

development, and take
to into
 
account, in assisted policy reforms,

the need to protect vulnerable
 
groups; (f) being used to increase
 
agricultural production in ways that
 
protect aid testore the natural
 
resource base, especially food
 
production, to maintain and improve

basis transportation and
 
communication networks, to maintain
 
and restore the renewable natural
 
resource base in ways that increase
 
agricultural production, to improve

health conditions with special

emphasis on meeting the health needs
 
of mothers and children, including

the establishment of self-sustaining

primary health care systems that
 

.-give priority to preventive are, -to
 
provide increased access to
 
voluntary family planning services,
 
to improve basic literacy and,

mathematics especially 
 to those
 
outside 
 the fozmal educational
 
system and to improve primary

education, and to develop income
generating opportunities for the
 
unemployed and underemployed in
 
urban and rural areas?
 

16. Debt-for-Nature Exchange N/A

(FAA Sec. 463): If project will
 
finance a debt-for-nature exchange,

describe how the exchange will
 
support Protection of: (a) the

world's oceans and atmosphere, (b)

animal and plant species, and (c)

parks and reserves; or describe how
 
the exchange will promote: (d)

natural resource management, (e)

local conservation programs, -(f)

conservation training programs, (g)

public commitment to conservation,

(h) land and ecosystem management,
and (i) regenerative approaches in
farming, forestry, fishing, and 
watershed management. 



17. Deobligation/Reobligation 

(FY 1991 Appropriations Act Sec. 

515): If deob/reob authority is 

sought to be exercised in the 

provision of DA assistance, are the 

funds being obligated for the same. 

general purpose, and for countries 
within the same region as originally 
obligated, and have the House and
 
Senate Appropriations Committees 
been properly notified? 

18. Loans 

a. Repayment capacity
(FAA Sec. 122(b)): Information and 
conclusion on capacity of 'the 
country to repay the loan at a
 
reasonable rate of interest.
 

b. Long-range plans (FAA
Sec. 122(b)): Does the activity
give reasonable promise of assisting
long-range plans and programs
designed to develop economic 
resources and increase productive 
capacities? 

c. Interest rate (FAA

Sec. 122(b)): If development loan
 
is repayable in dollars, is interest
 
rate at least 2 percent per annum
 
during a grace period which is not
 
to exceed ten years, and at least 3
 
percent per annum thereafter?
 

d. Exports to United 

States (FAA Sec. 620(d)): If
 
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 percent of the
 
enterprise's annual production

during the life of the loan, or has
 
the requirement to enter into such
 
an agreement been waived by the
 
President because of a national
 
security interest?
 

Not applicable at
 
this time. However,
 
should the need
 
arise, the House and
 
Senate Appropria
tions. Committees
 
will be properly
 
notified.
 

R/A
 

No.
 

N/A
 

N/A
 



19. Development Objectives

(FAA Secs. 102(a), iii, 113,

281(a)): Extent to which activity

will: (1) effectively involve the 

poor in development, by expanding 
access. to economy at local., level,
increasing labor-intensive 

production and the use 
 of 

appropriate technology, spreading

investment out from cities to 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; (2)

help develop cooperatives,

especially by technical assistance, 

to assist rural and urban poor to 

help themselves toward bettqr life,-

and otherwise encourage democratic 

private and local governmental

Instiutions; (3) support the self
help efforts of developi,
countries; (4) promote the
participation -.of women in-- the 
national economies of developing

countries and the improvement of 

women's status; and (5) utilize and
 
encourage regional cooperation by-

developing countries?
 

20. Agriculture, -Rural.
 
Development and Nutrition, and
 
Agricultural Research (FAA Secs. 103
 
and 103A):
 

a. Rural poor and small
 
farmers: If assistance is being

made available for agriculture,

rural development or nutrition,

describe extend to which activity is 

specifically designed to increase
 
productivity and income 
of rural
 
poor; or if assistance is being made
 
available for agricultural research,

has account been taken of the needs
 
of small farmers, and extensive use
 
of field testing to adapt basic
 
research to local conditions shall
 
be made.
 

1) The project seeks 
to improve efficien
cy and expand cover
age of the national 
h e a 1 t h c a r e 
financing program 
and will benefit a
 
significant propor
tion of the poor

population with no
 
h e a 1 t h c a r e 
insuznce overage.
 

2) Demonstration
 
projects include
 
a 1 t e r n a t i v e
 
financing schemes
 
such as community

health financing run
 
by cooperatives.
 

3) N/A 

4) Women will be 
major beneficiaries
 
of the -project.
 

-5) N/A
 

N/A
 



b. Nutrition: Describe 

extent to which assistance is used
 
in coordination with efforts carried
 
out under FAA Secction 104
 
(Population -and Health) to help
 
improve hutrition of the people of
 
developing countries through
 
encouragement of increased
 
production of crops with greater
 
nutritional value; improvement of
 
planning, research, and education
 
with respect to nutrition,
 
particularly with reference to 
improvement and expanded use of
 
indigenously produced foodstuffs;
 
and the undertaking of pilot or
 
demonstration programs explicitly
 
addressing -the problem of
 
malnutrition of poor and vulnerable
 
people.
 

o. Food security: 

es-ribe extent to which activity 
increases national food secliity by 
improving food policies and 
management and by strengthening 
national food reserves, with 
particular concern for the needs of 
the poor, through measures 
encouraging domestic production, 
building national food reserves, 
expanding .... storageavailable 

facilities, reducing post harvest
 
food losses, and improving food
 
distribution.
 

21. Population and Health (FAA 
Secs . 104(b) and (c)): If 
assistance is being made available 
for population or health activities, 
describe extent to which activity 
emphasizes low-cost, integrated 

delivery systems for health, 

nutrition and family planning for 

the poorest people, with particular 

attention to the needs of mothers 

and young children, using 

paramedical and auxiliary medical
 
personnel, clinics and heLlth posts,
 
commercial distribution systems, and
 
other modes of community outreach.
 

N/A
 

X/A
 

The project will
 
s u p p o r t 
demonstration
 
p r o j e c t s f o r 
alternative low cost
 
health financing
 
schemes to increase
 
efficiency . and
 
coverage of national.
 
h e a 1 t h c a r e
 
financing programs.
 



22. Education and Humau N/A

Resources Development (FAA Sec.
 
105): If assistance is being made
 
available tor education, public

administration, 
or human resource
 
development, describe (a) extent to
 
which activity strengthens nonformal
 
education, makes formal education
 
more relevant, especially for rural
 
families and urban poor, 
 and
 
strengthens management capability of
 
institutions -enabling .the poor. 
to.
 
participate in development; and. (b)....

extent to which assistance provides

advanced education and training of
 
people of developing countries in
 
such disciplines as are required for
 
planning and implementation of
 
public and private development

activities.
 

23. Energy, Private Vblntary N/A
Organizations, and 
 6Blected
 
Development Activities 
 (FAA Sec.
106): If assi'utance is being.made

available for energy, private

voluntary organizations, and
 
selected development problems,

describe extent to which activity
 
is:
 

.a.
concerned with data
 
collection and analysis,. the
 
training of skilled personnel,

reseearch on and development of
 
suitable energy sources, and pilot

projects to test new methods of
 
energy production; and facilitative
 
of research on and development and
 
use of small-scale, decentralized,
 
renewable energy sources 
for rural
 
areas, emphasizing development 
of
 
energy resources which 
 are
 
environmentally acceptable -and 
require minimum capital investment; 

b. concerned with
 
technical cooperation and
 
development, especially with U.S.
 
private and voluntary, or regional

and international development,

organizations;
 



c. research into, and

evaluation of, economic development
 
processes and techniques;
 

d. reconstruction after
 
natural or manmade 
disaster and
 
programs of disaster preparedness;
 

e. 
 f o r spe c i al
 
development problems, and to enable
 
proper utilization of infrastructure
 
and related projects funded with
 
earlier U.S. assistance;
 

.f. f o r u r b a n

development, especially small,labcr
intensive enterprises, -marketing

systems for small produders, and
 
financial or other institutions to
 
help urban poor participate in
 
economic and social development.
 

24. Bahel Development (FAA N/A

Secs. 120-21): If assistance is

being made available for the
 
Sahelian region, describe: (a)

extent to which there is
 
international coordination in

planning and implementation;

participation and support by African
 
countries and organizations in

determining development priorities;.

and a 
 long-term, multidonor
 
development plan which .calls 
for

equitable burden-sharing with other

donors; (b) whether a determination 
has been made that the host
 
government has an adequate system

for accounting for and controlling

receipt and expenditure of project

funds (dollars or local currency

generated therefrom).
 



C. 	 CRITERIA APPLICABLE TO ECONOMIC
 
SUPPORT FUNDS ONLY
 

1. 	 Economic and Political Yes
 
Stability (FAA Sec. 531-(a)):

Will this assistance promote

economic and political stability?

To the maximum extent feasible, is
 
this assistance consistent with the
 
policy directions, purposes, and
 
programs of Part I of the FAA? 

2. 	 Military Purposes (FAA No
Sec. 	 531(e)): Will this assistance 
be used for military or paramilitary 
purposes?
 

3. 	 Commodity Grants/Separate N/A

Accounts (FAA Sec. 609): If
 
commodities are to be granted so
 
that sale proceeds will accrue to
 
.the recipient country, have Special

Ac=ount (counterpart) arrangements
 
been made?
 

4. Generation and Use of N/A

Local Currencies (FAA Sec 531(d)):

Will ESF funis made available for
 
commodity import programs or other
 
program assistance be used to
 
generate local currencies? If so,

will at least 50 percent of such
 
local currencies be available to
 
support activities consistent with
 
the objectives of .FAA sections 103
 
through 106?
 

-5. 
 Cash Transfer Requirements N/A

(FY 1991 Appropriations Act, Title
 
II, under heading "Economic Support

Fund," and Sec. 575(b)). If
 
assistance is in the form of cash
 
transfer:
 

a. 	 Separate account:
 
Are all such cash payments to be 
maintained by the country in a
 
separate account and not to 
be
 
commingled with any other funds?
 



b. Local currencies:
 
Will all local currencies that may

be generated with funds provided as
 
a cash transfer to such a country

also be deposited in a special
 
account, and has A.I.D. entered into
 
an agreement wih that government

setting forth the amount of the
 
local currencies. to be generated,

the terms and conditions under which 
they are to be used, and the
 
responsibilities of A.I.D. and that
 
government to monitor and account
 
for deposits and disbursements?
 

c. U.S. Government use
 
of local currencies: Will all such
 
local currencies also be used in
 
accordance with FAA Section .609,..
 
which requires such local currencies
 
to be made available to the U.S.
 
g4overnment as the U.S. determimes
 
necessary for the requIrements of
 
the U.S. Government, and which
 
requires the remainder to be used
 
for programs agreed to by the U.S.
 
Government to carry out the purposes

for which new funds authorized by

the FAA would themselves be
 
available?
 

.ongressionald. notice: 
Has Congress received prior

notification providing in detail how
 
the funds will be used, including

the U.S. interests that will be
 
served by the assistance, and, as
 
appropriate, the economic policy

reforms that will be promoted by the
 
cash transfer assistance?
 



ANNEX F
 

CERTIFICATION PURSUANT TO THE UTILIZATION OF
 
GRAY AMENDMENT ORGANIZATIONS
 

I, Malcolm Butler, Director of Agency for International
 
Development in the Philippines, having taken into account the
 
potential involvement of small and/or economically and socially

disadvantaged enterprises, do hereby certify that in my judgment the
 
technical assistance required under this program can best be
 
procured through open competition. However, all other factors being

equal, preference will be given to firms that submit joint proposals

with Gray Amendment-satisfying organizations are anticipated. My

judgment is based on the recommendations of the Project and Mission
 
Review Committees.
 

Malcolm'Butler
 
Di rector
 

SEP 13 1991 

Date
 



Annex G 
Scope of Work for PSC
 
(Health Care Financing Consultant)
 

A. Background 

USAID and the Department of Health (DOH) are due -to sign a bilateral 
project on Health Finance Development (HFD) in August 1991. The purpose of
 
the HFD Project is to assist the DOH formulate a National Health Financing
 
Policy which generates equitable access to efficient health services of
 
acceptable quality delivered by private and public .providers. The Project
 
will have three interrelated components. Component 1 will develon capacity.

within DOH for transparent,'. private/public-sector interactive, and
 
research-based policy formulation'process. Component 2 will seek to improve
 
efficiency and expanded coverage of the national health care financing
 
program. Component 3.will. seek to improve the efficiency and effectiveness of
 
hospital-based care provided through public and private hospitals.
 

Technical and administrative oVersight for he"Project will be provided by
 
a team of long-term resident advisors and a personal services tontractor (PSC)

in the field of health care financing .(HCF). Due to the long lead time
 
Involved in contracting for the long-term resident advisors, the HFD project

committee has determined that a PSC must be hired as soon as possible so that
 
project momentum is-not stalled.. This scope of work provides the position

description and basic iunctions of the PSC inhealth care financing, reporting
 
arrangements, duration of services, and logistical support to be provided.
 

B. Position Description and Basic Functions
 

The HCF Consultant will initially be based -at the existing Project
 
Coordinating Unit (PCU) of .the DOH. He will be based.at the Health Policy

Unit (HPU) of the DOH as soon as the DOH creates this unit as part of the HFD
 
Project.
 

The HCF Consultant will have major responsibili y for providing technical
 
guidance to DOH, the Philippine Medical Care Commission (PMCC), and private

agencies inthe implementation of the HFD Project. 'The job entails providing
 
professional, technical, and advisory services-in the identification, design,

development, analysis, implementation, monitoring, and evaluation of HFD
 
•Project-funded activities.
 

The basic functions of the HCF Consultant are:
 

1. To assist the DOH In:
 

coordinating the tasks of the long-term resident advisors to be
 
hired under the HFD Project;
 

http:based.at


* 	 alternative hospital financing and delivery systems Including 
but not limited to privatization' of hospital operations, 
management contracts, corporatizatlor,/chain operation of
 
hospitals, and user fie generation and retention; and
 

* 	 policy process and policy instruments required inHCF reform. 

3. 	To act as resource person and participate in workshops, seminars,
 
meetings related to the.HFD Project.
 

4. 	To perform other assigned duties related to the HFD Project.
 

C. 	Reporting and Logistics
 

The HCF Consultant will bd. under the direct supervision of the
 
Undersecretary and Chief of Staff, Department of Health.
 

The DOH will provide the HCF Consultant with office space, supplies,

secretarial/clerical services, and other logistical support required to carry
 
out.his/her functions and tasks.
 

All 	other logistical support will be provided for as specified In the
"General Provisions of Contract:.with a U.S. Citizen or a U.S. Resident Alien
 
for Personal Services Abroad".
 



Annex R 
Initial'Environmental Examination
 



______________________ 

YNT tTA ENVTRO?:H.EFNrAI JAH!WAT7O0 

(A) PP.O3ECT COUNTRY: Philippines 
(B) ACTIVITY: Health Financ& bvevi6p'entPoject (492-0446)
 

(C) A.I.o. FUNDING: $20 HMILLU01' 

(D) PERIOD OF FUNDING: . FY 1991 - FY 1996 

ME STATEEIT PREPARED BY: 

Fatmit So VerzostOR.X/O.' USAIDIPhilipplhaS 

() ENVIRONMENTAL ACTIO11 RECOXENDOEO: "Ct grica1 Excusioh under 
A.I.D. Rcgulatfon 16, Section
zI6z(cU2)(v1I1). 

(G) .EhVIRONHENTAL OFFICER C'EARAh"CE: "n, .. .shin 0 , 
U 16/rhili~ne
 

(C) DECISICH OF USAW/HI'LIPP, 'S !ECTOR 
* . .... ,

#F~PROVED: I? 
* DISAPPROVED: __
 

DATE: /
 

(1) 'OECISTON OF ANE.ENVIROHNuITAL OFFICER 

*AP?AOVZD:o 

DSAPPROVED: • u. ,. . . 

DATE:" 
E-E Te5UATURgZS H(-1TTDMaH1MATp IM QrU E-904RNVT IOTAL TiYPACT 
I: , .. . .
 " * 

Th- purpose of the project Is to Ilnritse resource mobilization,
,:,iclency and quality of health services by improving the processes and
inmtitutions for fornultIngqand Impleminting policy chinges Inthe health
soictor. 
The project will finance.studiis; technical assistance..trainInq and
11iit.d iomnodlties.,, Studies s(il1 Include health finincing demostrtton •
1U'eWs .zbn &iiot bilIs and the formulation of a etalth Sectbe Policy
F Mark I n_ ;kH1lth Sector Research Agends. 

A cateforical'excluslon from A.l.D,.s InMt1 IlEnvironmental Exam.ination,EqvironmentalAsse:sjrtnt Lnd Environrm6ntjl Impact Su=mry requirements Ispioposed. This propo:.l 1 inaccordance with A.I.O. Rtgulation 1, Section2l..2(cX()(vi|i), 
 hich provides for ;uqh.an exclusion for "programs

iqnvolving nutrition, health cAre or population and family planning services,.
C cept to the extent designed to incuide activitles directly .ffecting the
e.tronr.int C Such as constructio of facilities, w1ter supply stytemst waste 

Wter tree-n, t.: The pr.opostd project vill not include activities of. 



Annex 1-1
 
Technical Analysis 



TECHNICAL JALYSIS
 

Extensive analytical work has been conducted 
over the past few years to

define the problems of health care financing in the Philippines and Identify

technically appropriate methods of addressing them. Many of these efforts
 
were funded by USAID through e erts' trips, background studies, and seminars
 
and workshops. Some were sporiored by the Horld 
Bank, the International

Health Policy Program, GTZ, AD8, and other donors. The rest em',nated from DOH
 
policymakers. Annex 
3 provides a list of basic references used in the
 
preparation of this Project.
 

The technologies to be promoted by the Project can be classified into two

%major groups: one dealing with demand financing, the other with Improving
:provider efficiency and effectiveness. Section 1 of this technical analysts
presents critical Issues In the choice of financing technology and Project

approaches to address them. Similarly, section 2 presents critical 
issues In

the choice of organizational techn6logy and Project approaches to address them.
 

1. -Demand Tin ncing 

a. .inancing Strategy - The Project seeks to promote
.prepayment through* third-party payment systems such as health insurance,
managed care, community financing schemes, employer-provided benefits, and 
tieups to mandated health funds. The underlying technical premise Is to shift
 
the type of health spending from predominantly out-of-pocket (fee-for-service)

expenditures to third-party payments. The theoretical and empirical

literature Indicates that due to the unpredictability of sickness, the
substantial financial risks associated with sickness, and high incidence of
medical Indigency, fee-for-service arrangement is inequitable and
 
unsustainable.
 

Prepayment through health insurance and managed care arrangements, on the
other hand, pools risks and thereby reduces the possibility of large financial
 
loss for each Individual arising from catastrophic illness. The risk pool

also makes cross-subsidization between upper and lower-Income groups possible,

thus Improving equity in the health system. Managed care systems extend the
 
concept of risk-pooling further: by combining the financing and delivery of
health care through capitation, HMOs place providers at risk, thereby

establishing a built-in efficiency mechanism inhealth service delivery.
 

The government health system funded through taxation presents another
 
financing alternative. Perennial government budget deficits and the generally

regressive tax structure In the Philippines, however, make completely

tax-funded care an unattractive option. National health service systems, as

in the United Kingdom, ultimately lead to medical rationing, which iscontrary

to the avowed purpose of widening access to health care. The sustainability

and equity of the government health delivery system can be Improved by

increasing third-party payments, with the government paying for the services
 
rendered to the medically indigent.
 



Although third-party payment Is superior to fee-for-service from the

viewpoint of equity and sustainability (and in the case of HMOs, possibly

efficiency), it is criticized for its tendency to Increase costs on account of
 
two major factors: First, third-party payment Involves more complex

administration and regulation. 
Second, the breaking up of the financial nexus
 
between patient and 
 doctor engenders -problems not encountered In a
 
fee-for-service jystem.
 

Fee-for-service is administratively simpleas'it'Involves only the patient

and the doctor. In addition to these two parties, third-party payment

involves a collection entity, a financial regulator, and In the case of HHOs,
 
a service regulator. The administrative and regulatory costs of a third-party

payment system can be substantial. 
 Empirical evidence, however, shows that
 
once a third-party payment system achieves optimum scale, 
the administrative
 
costs begin to decline. What has not been adequately studied is the Impact of
regulation on health care costs. 
 It appears from the American experience that
 
heavy regulation'engenders cost Inflation.
 

Health insurance drives a wedge between, the 
patient and the provider.

Shifting the 
direct burden of payment from the patient to an intermediate
 
agent brings about moral hazard:. If a patient thows that someone else Is
 
paying the bill, he has no reason not to demand as much health care as he can
 
get. Providers, *in turn, will not have any Incentive 
to control costs. The

result, as with other goods that have 
an effective price of zero, is

all-but-infinite demand for health care, a phenomenon known as moral hazard.
 

In the case *of voluntary private Insurance, another major criticism Is

adverse selection: The sick is more 
likely to buy health Insurance than the
 
healthy. Similarly, an insurance company has strong Incentive to avoid anyone

likely to have large heaTth-service demand. In the extreme, tt might rule out

pre-existing health conditions, 
 or set the premiums for those with
 
pre-existing conditions 
so high that they are unable to afford coverage. In
 
this case, the private insurance companies merely cream off the healthy
 
population.
 

Cost inflation and adverse selection are "critical Issues that health

policymakers have to contend with once 
a country embarks on the promotion of

(private) health insurance.. 
While these factors reduce the attractiveness of 
the health Insurance option, a number of developing countries -- Taiwan, South 
Korea, Malaysia, Indonesia, to name a few -* prefer the health-insurance or 
managed-care route in the development of their care
health systems. No
 
developing country reforming its health-care system has opted for the
 
perpetuation of fee-for-service arrangement, or the expansion of a tax-funded
 
national health service. It appears from these countries' preference that the

benefits of a third-party payment system, such as its ability to.generate
 
resources, pool risks, and expand health-care access, far outweigh the costs,

mainly In terms of medical inflation.
 

b Technical Apro-aches - What remains to be 
analyzed are the policy and management tools that the Project will employ to
 
derive the benefits of a third-party payment system and mitigate Its adverse
 
Impact on costs.
 



(1) Cost-Containment
 

The Project addresses the Issue of cost inflation through regulation

of physician reimbursement, utilization control, and possible

establishment of a monopsonistlc mechanism In the health market via
 
Medicare.
 

Medicare already uses a relative value scale (RVS) to reimburse
 
providers. The RVS provides an.tndex of the relative complexity of
 
each medical. procedure and prescribes corresponding physician payment

for each procedure performed on a patient. The Project will update

this RVS to reflect current medical practices and real efficiency

costs of delivering hospital services and to expand the RVS to
 
Include services not currently c~overed under Medicare reimbursement.
 

The Project will also promote the development of prospective

reimbursement scheme such as diagnosis-related groups (DRG). Under
 
this scheme, payments are base.d not on the costs incurred but on

fixed prices per case, such prices updated regularly on the basis of
 
cost surveys. The DRG system gives incentives for reduced lengths of
 
stay and prudent use of laboratory tests.
 

Utilization control s afnother mechanism to be demonstrated by the
 
Project as a cost-containment measure. This can be operationalized

through the HMO setting, through limits on the frequency of
 
consultations, certification requirement prior to admission, or peer

review.
 

To countervail the monopolistic* structure of professional medicine
 
that appears to drive up medical costs, itIsalso possible to create
 
a monopsonistic system under which Iiedcare becomes a single-buyer

bargaining with provider societies/associations on behalf of
 
consumers. This system works well In some countries and, should be
 
studied for its applicability inthe Philippines.
 

(2) sale
 

To succeed, "insurance and managed-care arrangements need large

numbers .of enrollees. To achieve a viable size of operation, the
 
Project will promote tieups between the Medicare Fund and -private

HMOs and insurance firms. It will also sponsor generic marketing of
 

insurors this The Project will study the possibility of
 

rfsk-sharing concepts In order to 
health insurance and HHO Industry. 

stimulate enrollment Into the 

(3) Risk Reduction via'Reinsurance 

A major
Informal 

constraint in the expansion of third-party payment to 
sector is the large degree of uncertainty faced by HHOs 

the 
and 

on group. 
establishing reinsurance mechanisms through the Medicare Fund.
 



2. kospy.tal Servace Improvnemnt
 

a. Organiational Stratey.- Many of the problemsIn the Philippine health sector arise from a poorly functioning health-caremarket. Private providers co-exist with the government delivery system but
their roles have. never been defined. The government is mandated to cater to
the medically indigent but public hospitals frequently provide services even
to those who can afford to pay. 
 On the other hand, private hospitals often
find themselves saddled with poor patients for 
whom government hospitals
should provide services. This overlapping of roles and functions engenders
wastage, inhibits resource generation, and often prevents the government from
targetting publicly financed services to those most Inneed.
 

Free care 
policies have also distorted demand and utilization of health
services without necessarily solving problems of access and inequity. The
current organizational 
features of government health facilities -- overlycentralized, inability to retain revenues, 
etc. - do not provide Incentives 
for efficiency.
 

The central issue that the Project will address Is how to improve market
mechanisms in order to generate *resources and Improve 
the efficiency of
 resource use and allocation. To achieve this, the Project will assist in(1)
creating an envi:ronment that stimulates Investments, and (2)limiting-the role
of the government Into those activities In which it has 
a comparative
advantage. With scarce resources, 
the government should concentrate its
services on those with the greatest.*health Impact (i.e., preventive services)
and target the curative services It finances to those most in need.
Incentives must also be provided (or at least disincentives must be removed)
to stimulate the private sector to pursue national health goals.
 
b. Technical 
Approahes - To operationalize the 

above strategy, the Project will adopt the following approaches: 

(1 riaztin
 

Privatization can be defined in any of the following ways: (1)the
transfer of a function, activity, or organization from the public to -the private sector; (2)turning over of a government activity or part.thereof to a nongovernment entity, allowing government to provideservices without necessarily producing them; or (3) arranging withthe private sector to undertake a discrete task or set of tasks for 
the the government, e.g., grants to Nos. 
The Project's promotion of privatization as a strategy Isanchored on
 
the following arguments:
 

a. Financial considerations - The government budget Is not likely to grow, Inreal per capita terms, over the next few years. There Isaneed to encourage private Individuals, companies, and groups toinvest inhealth so that some of the financial burden for health care
is shifted from the public to the private sector at least for that 
segment of the population who can afford to pay.
 



b. Technical and-efficiency considerations - Privatization engehdert
greater flnancial and management autonomy, decentralized operations,
and greater flexibility.* As a result of this better incentive 
structure, privatized health facilities produce services more 
efficiently and can respond to local situations more quickly. 

c. Free care to the indigent can still be achieVed with strong

reliance on the private sector, e.g., through voucher or other
 
reimbursement systems. Based on the experiences of other countrfes,

if the government finances the health care needs of the Indigent but
 
allows the private sector to deliver care, it can spend less and at
 
the same time improve the quality of care.
 

The experiences of Singapore, Yemen, Saudi Arabia, -nd Egypt speak

well of the technical feasibility of undertaking., privatization
 
programs Inthe health sector in developing countries.
 

(2) Core Hospital Network
 

The core hospital network (CHN) is a useful *conceptual and
 
operational tool devised by the DOH to select "facilities for
 
institutional upgrading and thereby concentrate on those hospitals

and clinics which pursue DOON's equity and public-health objectives.

Government-hospital construction and improvement have historically

been based on political considerations. The CHN strategy will
 
provide rational technical basis for nationwide hospital

development. Through this strategy, government resources can be used
 
more efficiently and with greater health Impact. The networking

arrangement Inherent In this concept also addresses problems of scale
 
and referral.
 

The DOH envisions operating its CHN hospitals as a chain. While
 
there are no documented developing-country experiences on the chain
 
operation of government hospitals, the nonprofit chain of Daughters

of Mercy hospitals Inthe U.S. provides an appealing model.
 

(3) User Fee Generation and Retention
 

User fees are effective instruments not only for financing government

health services but also rationalizing the demand and utilization If
 
such services. First, liser fees could cover part of the costs of

providing health care and thus ease part of the government's burden.
 
Second, they would prevent the problems of overuse sometimes caused
 
by free health care. Third, they play a complementary role In the
 
development of third-party payment systems. (For Instance, health..
 
Insurance cannot evolve properly until fee schedules inherent *in-the
 
devolopment of user fees have been established.) Fourth, user fees

Inspire a sense of self-reliance and empowerment among consumers.
 
Fifth, user fees insulate health services from contractions in
 
government budgets resulting from economic crises. Sixth,

cost-sharing among those who can afford partial payment for services
 
can improve eQuity In access through cross-subsidization of *the
 
poorest.
 



The government usually resists any form of user charges for fear of
 
excluding the poor from health 'care service, or in the belief that
 
users will not understand the value of the service. In fact, the
 
imposition of user charges can. have a beneficial impact on health
 
service utilization. For curative inpatient services, it prevents
 
overutilizatton (e.g., free inpatient care usually. extends
 
confinement) and for preventive .outpatient services, it increases the
 
perceived value of services and therefore can increase the demand for..
 
them over alternative free care.-


There are critical issues related to the imposition of user charges.
 
Hhich among the 'hospital services should be* charged? At what rate?
 
Since user fees have a profound impact on demand, a critical activity

in the Project will be the analysis of income and price elasticities 
of different health services. -In general, a prudent design for user 
fees is to set *such fees relatively low for highly cost-effective 
outpatient services particularly those oriented towards children, and 
to set them* high for costly inpatient services. In this way, the 
price system can be used to encourage beneficial services (e.g., 
immunizations,~ prenatal care, treatment.- of diarrhea, malaria
 
prophylaxis) and discourage less Important ones (e.g., intensive
 
care).
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FINANCIAL SUSTAINABILITY OP THE
 
HEALTH FINANCE DEVELOPMENT PROJECT
 

SUMMARY
 

Upon completion of the Health Finance 
Development Project
(HFDP), -a strengthened health policy formulation process will bein place, having as initial specific outputs, policies on healthfinancing mechanisms 
and 	hospital financing reforms.
prpcess, the Department of Health 	 In the(DOH) will 	enhance its assessmentcapability, 
as well as 
 gain a greater understanding
appreciation of its organizing and standard setting functions. 
and
 

experience will The
be extremely valuable to DOH when it 
concerns
itself with 
other health policy matters.
 

To sustain the gains and benefits derived from HFDP, DOH must
continue to make available 
to the participating
permanent basis, inputs provided under the HEFP. 
units on a
 

Specifically,

these inputs are:
 

1. 
 Staff and other support to the coordinating units of the

project, namely:
 

o 
Health Policy Steering Committee
 
o 
Health.Policy Technical Group

o Health Policy Unit
 
o Philippine Medical Care Commission
 
o 
Office of Hospital Operations

o 
Office of Management Advisory Services.
 

2. 
 Operations and maintenance costs of the various database
centers set up the
for collection, management and
analysis of data on:
 

o National Health Accounts
 
o Health Policies
 
o Researches on Health Finance
 
o Health Facilities
 
o 
MIS for the MEDICARE Program
 

3. 	 Technical assistance and support to the various
coordinating units, as identified and/or needed.
 
4. 	 Training to support the health policy process and policy


research.
 

5. 	 Researches involving generic studies to identify and
clarify other policy issues.
 
6. 
 Seminars and workshops to disseminate results of studies


and drum up support for health policy actions.
 



When translated into monetary terms, the inputs are expected 
to approximate F 18.9 million annually, equivalent to 0.20% of the 
projected total annual budget of the DOH in 1997. Considering the 
magnitude .of the amount needed to sustain the benefits of the 
program, it appears that DOH will have no difficulty in including 
these items in its regular annual budget. 

APPROACH AND ASSUMPTIONS
 

The HFDP is considered a "social infrastructure" project and 
as such, cannot be subjected to normal financial measures in order 
to demonstrate liquidity, profitability, and solvency. This 
section, therefore, will limit its discussions on the probable
 
financial sustainability of the project in the post project period
 
(N.B.- the sustainability of the project during its life is
 
discussed separately).
 

The approach utilized to assess "t1r project's financial
 
stainability has three stages:
 

a. 	 Determination of needed recurrent costs.
 
b. 	 Estimation of the magnitude of the recurrent costs.
 
c. 	 Comparison of estimated recurrent cost with the projected
 

budget of the DOH on an annual basis.
 

The basic assumptions in the analysis are as follows:
 

a. 	 The DOH will utilize the policy formulation process in
 
the format and design developed under HFDP.
 

b. 	 No additional capital investments will be made.
 
.c. 	The personnel attached, assigned, and hired for the 

project will be retained in their positions by the DOH 
at the termination of the project to carry out the 
implementation needs of the project. 

d. 	 Implementation of policies formally developed and
 
formulated under the project will be financed from
 
separate budgetary apprppriations and/or other sourcing
 
facilities.
 

e. 	 DOH counterpart contributions in the five-year life of
 
the project will be budgeted for the duration of the
 
project.
 

f. 	 The funding from USAID and the counterpart funds from
 
DOH will be sufficient to operationalize the health
 
policy formulation initiative.
 



DETERIINATION OF NEEDED RECURRENT COSTS 

Component I - Policy Formulation
 

The output from this component is the formation of capacity

for research and data based policy formulation and the
 
establishment of mechanisms 
 which will allow the active
 
participation of other sectors in the 
health policy process. To

do this the project will provide assistance to support the DOH

policy process, develop a multisectoral policy forum, establish A
 
National Health Accounts (NHA) database, and a Health policy

database. The inputs will be in the form of 
domestic/foreign

technical assistance, training, research, commodities and local
 
supports.
 

In the post project period, the following activities will have
 
to be continued to keep the policy formulation process at the level
 
of proficiency attained during the project's life:
 

:l. 	 The database, -for -MM and Policy -formulation, must be 
continuously updated, reviewed, and expanded. Data
 
collection methods perhaps will be modified to facilitate
 
delivery of timely information.
 

2. 	 Since policy framework, research agenda, health policy

financing agenda, policy monitoring and evaluation
 
process will have been developed, designed, and assisted
 
by the end of the project, it is foreseen that further
 
support will be needed only for researches, studies,

demonstration projects and policy actions for major

issues and actions other than for health finance.
 

3. 	 Resources will be needed to maintain the Health 
Policy

Forum, and health policy newsletters.
 

4. 	 Training in the form of workshops/courses, orientation

visits, fellowships, internships, scholarships and
 
collaborative arrangements with US institutions need to
 
be continued.
 

Component 2 - Health Care Financing Mechanisms 

The specific outputs generated from this component are policy

recommendations to effect reforms in the existing MEDICARE program
and to encourage the development of strategic options for health 
care financing. These health care finance policy recommendations
 
will be the major inputs that will be processed under Component 1.
 

This component clearly defines the reforms desired for
 
MEDICARE I, PMCC tie-ups, Medicare MIS, and Health Fund Mergers.

However, only collection of reliable data for the population groups

not covered by Medicare is specified. Perhaps further-studies/
 



researches will be needed to develop plans for providing these
 
groups with health insurance coverage. The studies will be
 
accomplished after the project.
 

Policy recommendations on strategic options for health care
 
financing'will necessarily involve the private sector which will
 
include Health Maintenance Organizations, insurance companies,

employers, and community organizations. The strategic options will
 
entail .incentives, organizing activities and regulatory
 
responsibilities. Operational support will be re'uired.
 

Implementation of policies on health care financing mechanisms
 
is likely to be carried out by existing institutions and/or

institutions which will be created for the purpose. In this case,
 
financing requirements will be sourced independently by these
 
units. However, the project will have to cdntinue providing the
 
training, researches and demonstration requirements.
 

gommonent 3-- Hospital Financing Reforms
 

Component 3 will effect sectoral and institutional reforms
 
through interventions designed to improve efficiency and
 
effectiveness of health care provided through public and private
 
hospitals. These activities include dizignostic studies. in
 
management/ownership of public hospitals, private hospitals system
 
reforms, and management of a public hospital care system. They

also include analyses of operations of public and private hospitals

covering organization, management, finance, support, and clinical
 
services systems. To provide reliable information to the
 
diagnostic studies, a health facilities database will be set-up.
 

Given the long-term nature of these reforms, it is clear that
 
certain activities undcr the component should not cease upon
 
termination of the project:
 

1; 	 The operation and maintenance of the health facility data
 
base to ensure availability of detailed and up-to-date
 
information.
 

2. 	 Training activities to strengthen-manpower capacities in 
hospital management and administration, design and 
management of a health facilities database, and analysis.... 
and interpretation of data output. 

3. 	 Regular training programs in hospital MIS, quality
 
assurance, budgeting, accounting, pricing and other
 
operational aspects of the hospital business.
 

4. 	 Researches for. the diagnostic evaluation of other
 
public/private hospital management concerns.
 



COST ESTIMATES
 

The annual recurrent cost of the program in the post project
 
period is estimated to be equivalent to the local cost component
 
of the program assistance in the fifth year of the project, net of
 
expenditures for demonstrations and commodities. It is assumed 
that the level of activity in 1996 is the minimum level at which 
the project can be maintained operational. Thus, the estimated 
annual cost of continuing the project in the post project period
is approximately US$ 700,000 or about P 18.9 million (F 27 = 
$ 1.00). Details are shown in Table 1.
 

Table i
 
Estimated Annual Costs
 

To Sustain HFDP in the Post Project Period
 
(In $ 000)
 

Item Amount
 

Training Assistance $ 452
 
Research 146
 
Monitoring, Audit, and Evaluation 12
 

Total S 696. Rounded to
 
US$700
 

FUNDING
 

The cost of maintaining the project in the post project period

will be shouldered by the DOH. The projected DOH annual budget,
 
assuming a 5% increase per year, is P 9.2 billion in 1997. The
 
cost when viewed as a percentage of the annual budget, is only
 
0.2%. Thus, it will appear that the DOH can effect without
 
difficulty the inclusion of these items in its regular annual
 
budget after the completion of HFDP in 1996.
 

SUSTAINABILITY
 

From the foregoing, it will appear that on a financial basis,
 
the DOH will be able to sustain the project in the post project
 
period.
 

However, the viability of the HFDP is not only contingent on
 
its financial sustainability, but also on the DOH's resolve to
 
adopt and implement a rational and integrated health care finance
 
policy. The DOH's commitment will manifest itself in its ability
 
to create an atmbsphere conducive to the acceptance of policies of
 
radical reforms and institutional restructuring which may be
 
perceived as infringements on the mandates of the participating

institutions. It will also involve DOH's strict adherence to cost
 
containment and efficiency enhancement incentives.
 



Specific instances wherein the DOH can demonstrate its
 
commitment are as follows:
 

1. 	 Securing 'Department of Finance's agreement to grant
 
'income and business tax incentives (including exemptions
 
from import levies) to private sector investments in the
 
health care financing program.
 

2. 	 Encouraging employers to provide for the health care
 
needs of .theiremployees.
 

. .9 

3. 	 Unifying the government mandated funds to promote
 

efficiency.
 

4. 	 Mandating and coordinating regulatory measures. 

5. 	 legislative and executive support where
 
.Generatirg 


necessary.
 

6. 	 Decisiveness in se2ecting and implementing demonstrated
 
workable alternatives.
 

7. 	 Securing the right to retain revenues generated from"
 
increased user fees in government hospitals.
 

8.. 	 Imposing cost-effective and efficiency-inducing
 
management systems in public hospitals.
 

9. 	 Stimulating the development of health maintenance
 
organizations and re-insurance schemes. 
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ECONOMIC ANALYSIS
 

A. INTRODUCTION
 

-Theaim of the Health Financing Development (HFD) project is
to assist the Department of Health (DOH) in the formulation of a
national health financing policy which generates equitable access
to efficient health services of acceptable quality delivered by
private and public providers.
 

The three interrelated HFD project components are:
 

1) 	 Policy Formulation: The development of a capacity within
DOH for research-based policy formulation, 
and 	the

establishment of mechanisms which allow private sector
 
access to the health policy process;
 

2) 	 Health Care Financing Mechanisms: The improvement of the

efficiency and expansion of the 
 veramg'-of Medicare, and
-the 	expansion of the coverage from other risk-sharing
options; and
 

3) 	 Hospital Financing Reforms: The improvement of the
efficiency and effectiveness of ..health care provided

through public and private hospitals.
 

Expected economic benefits from the project would.come in the
form of economic growth as a result of improved health status from
 an increase in publicly provided preventive health care and from an
expansion of the private health 
sector. *This analysis will
demonstrate the project's economic merits through: 
 1) a 	qualitative cost-effectiveness 
analysis; 2) a quantification of theminimum economic benefits required to cover project costs; 
3) a
quantification of the reduction in expenditures for family health
care; and 4) a quantification of the gross value added from

expansion of the private health sector.
 

B. 	 ECONOMIC RATIONALE
 

1. 	 Economic Lanefits
 

The economic benefits of the HFD Project would arise from
increased allocative and operational efficiency in the use of
 scarce resources for health care. 
 Improved policy formulation,
expanded use of risk-sharing mechanisms, operational efficiency

gains in public hospitals, and public hospital institutional reform
(including divestiture) would help 
to relieve the pressure on
 scarce DOH resources for the provision of public health care.
 



The financial cost savings from efficiency gains and hospital

divestiture do not constitute direct 
economic benefits to the
 
'ociety. The proceeds from these reforms, however, would enable
 
the DOH to expand preventive health care services for which the
 
benefits to society as a whole are high, and which add to-. the
 
overall productive capacity of the economy through gains in wdrker

productivity and the return to education. Economic growth is
 
obtained from these efficiency gains, and from the expansion of the
 
overall health care sector through increased involvement of.the
 
private sector.
 

a. 	 Allocative Efficiency Gains in the Health Care Market
 

There are well-defined economic conditions of market failure
 
that justify government intervention to improve the efficiency of
 
the market for health care. The cases of market failure that.are
 
most applicable to the health care market in the Philippines-are:
 

1) tW "public good" nature of certainhealth care goods and 
services that lead to positive externalities that 
Justifies government provision; 

2) an inadequate market for health care insurance that 
justifies the establishment and expansion of risk-sharing
 
schemes; and
 

3) 	 incomplete information for private-producers and consum
ers of health care that justifies information gathering

and dissemination.
 

The HFD project -addresses each _of -these types of market
 
Lfailure, and would lead to a more efficient health sector in the.

Philippines. Specifically, the HFD project would:
 

1) 	 shift the role of the DOH more toward the provision of
 
health care goods and services that have a large public

benefit;
 

2) 	 expand the coverage of the Medicare Program and private

risk-sharing schemes to' provide a more complete and
 
competitive market for health insurance; and
 

3) 	 involve private providers of health care in the health
 
system decision making process, and provide them with the
 
information necessary for efficient investment decisions. 

Shifting DOH Resources to Preventive Health Care 

HFD Project activitiesould lead to a more efficient health
 
care market in thp Philippines because government resources would
 



be shifted toward the provision of health care that has a large

public benefit.
 

Health care goods and services can be classified by who
receives the benefits of their provision. At one extreme of ahealth care godds and services continuum are purely private goods,for which all benefits are captured by the person who receives thehealth care (e.g., mending a broken bone). At the other extreme
 are pure public goods, for which the benefits are equally received
by everyone in the society (e.g., spraying for malaria control).
Most health care goods and services are mixed public/private goods
that fall somewhere in the middle of the continuum. For example,
a vaccination,provides 
a private benefit to the individual who
receives it, and many others receive a benefit because they are

less likely to-be exposed to the illness.
 

The public/private good distinction is 
important in health
 care financing*because consumers' willingness to pay for health
 care largely depends 
on who receives the benefit. People are
willing to pay for health goods and services that are largely
private goods because they can benefit highly from them. 
People
...,are less willing to pay directly for public health goods and
-services because they do not receive the large share of the 
benefits. 

Public and private health 
care goods and services,. and
therefore the degree of willingness to pay, often are equated with
preventive and curative 
care respectively. In most cases the
preventive/curative classification for public/private health care
goods and services is correct and appropriate.' The HFD Project
objectives are consistent with the public/private health care goods
and services distinction, and would lead to a 
more efficient health
 care market in the Philippines. 
 DOH cost savings obtained from
operational efficiency gains in public hospitals would be shifted

toward preventive health 
care with high public benefit. The
proceeds from divestiture and privatization of public hospitals,
that primarily administer curative health care 
(largely.private
goods),-also would be targeted to preventive care.
 

Expansion of Risk-Sharing for Health Care
 

The expansion and establishment of risk-sharing schemes would
help to complete the market-for health care on both the demand and
supply sides, and mobilize private health financing resources in
 

'in some cases the correspondence is not exact. The benefits of some
preventive health care, much as perinatal monitoring, probably accrue largely to
the recipient of the care. 
The benefits of some curative cara, such as the care
for the carrier of a contagious degree, benefit the public in addition to the
individual.
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the Philippines. An inadequate health insurance market limits the

ability of individuals to purchase some kinds of health services
 
even when they would be willing, through insurance premiumv, to pay

the costs.
 

Expansion of risk-sharing schemes would help satisfy the'
 
demand for risk aversion. Under private out-of-pocket health
 
financing, consumers 
are at risk of having to pay very large.

outlgys for health care when they are sick. Under risk-sharing,.
 
consumers trade this risk for small, regular payments, thus
apreading the risk over the insured group over time. On the supply
side, expansion of risk-sharing would likely stimulate a positive
response from the private sector. The Medicare Program is thought.,
to have significantly increased the number bf private hospitals in 
the Philippines in the past two decades. 

The forms of risk-sharing for health care in the Philippines'"

include: 1) government sponsored health insurance--the Medicare' 
Program and Employees Compensation Commission; 2) private insur.

.ance--HMOs and private or commercial indemnity health insurance; 3)
employer provided health insurance; and 4) preferred provider.

.plans-community or cooperative shared-risk schemes. The Medicare' 
Program is the largest health insurance program, covering about 40
 
percent of the population. All risk-sharing schemes combined in 
-the Philippines, however, cover well leis than 50 percent of the
population.
 

The improvement and expansion of the Medicare Program and the
 
promotion of other risk-sharing schemes through PMCC Tie-Ups would
 
achieve operational efficiency gains in the administration of the
 
.Medicare Program- and-help mobilize private sector resources for.

*curative (private) health care goods and services. Resources from
.gains in efficiency and a reduced demand fbr curative serviues from 
the .government would free-up DOH resources for preventive (public)
health care Goods and services provision. 

Information Dissemination to the Private Sector
 

The responsiveness of the private supply side of the health
 
care market to price signals in the health sector relies heavily oa
 
available mechanisms to correctly convey these signals. The HFD
 
Project would develop capacity within the DOH for transparent,

private-public sector interactive, and research based policy

formulation. It would also allow private sector access to the
 
health policy process, including information on the health system

and sector not currently available in the Philippines.
 

Such information, for example, would identify gaps in the
 
health care delivery system as a whole (both private and public)

where oq9ortunities for private sector investment in facilities and
 
services can be stimulated. Information on the intentions of the
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public sector to change the direction of current policy would
 
inform the private sector well in advance of changes, and allow
 
private resources to be put into place to take advantage of
 
investment opportunities. For example, if redundancy of public and
 
private health care facilities and services in certain geographical 
areas leads the DOH to divest facilities, the infor-mation would be 
known to the private sector to allow for advanced planning for 
private sector expansion.
 

b. Economic Growth
 

Figure 1 illustrates the direct and indirect pathways through

which the HFD Project would lead to economic growth.
 

HFD Economic
 
.Project Gowth
 

Improved Health
 
Status
 

Figure 1. HFD Project Paths to Economic Growth
 

Investment in the HFD Project would lead directly to economic 
"growth (Path A). HFD Project activities-that lead-to operational.
-efficiency gains allow fewer DOH resources to produce the same 
level of health care output or, alternatively, financial gains
resulting from increases in efficiency may be used to increase the
 
level of health care output. For example, increased operational

efficiency in hospitals would allow the same number of-.patients to..
 
be served at a lower cost, or would allow more patients to be
 
served at the same cost. Moreover, expansion of the private health 
sector would lead directly to economic growth through private

investment of additional resources that adds to gross domestic
 
product.
 

Investments in the health system that-lead to-improved-health-
status (Path B) also would lead to economic growth indirectly

through returns to human capital. Resources invested in the
 
improvement of health status, especially through preventive health
 
care like immunizations for infectious diseases, are considered an
 
investment in human capital. Increases in preventive health care
 
lead to a reduction in the eventual demand for curative services,
 
and adds to the productive capacity of the economy.
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Investment in health care, like investment 
in physical

capital, is an investment that yields benefits over time.
 
Improvement in the health status of the population results in both
 
quantity and quality effects on labor supply. 
Such improvements in
 
health status may result in an increase in the number of productive

members of the society available for economic production 't any

point in time. Early preventive care improves the health condition
 
of children and increases life span and, in turn, results-in an
 
increase of productive labor supply in the future. Health care

investments in school age children 
reduces absenteeism, and

increases the public returns to education later in life in terms ofeconomic productivity. Preventive care investments for the working
population decreases current and future absenteeism on the job, and 
also contributes to economic productivity. Such additions'to the 
productive labor supply results in overall economic growth. 

2. Economic Costs
 

The MFD Project reforms have their ,attendant direct and
indirect economic costs. In order for positive economic benefits 

&to ba realized from the HFD Project, these costs must be less than 
-the economic benefits achieved from the project.
 

The direct costs of the HFD Project include the costs of

.capacity building in health financing policy formulation, training,

=demonstration projects,-research, data collection and analysis, and

',*hepurchase of computers and software for data management.
 

The indirect costs of the HFD Project reforms include: 1)

-possible increases in health care costs due to.the expansion of

health insurance; 2) the potential for decreasing access.to health
 
care for the 49 percent of the Filipino households below the
 
poverty line; and;3) the possibility that some government health
 
care workers., may be displaced.
 

Health insurance programs in industrialized countries have
 
undoubt6dly contributed to rising health care costs. 
 When risk
sharing schemes cover most or all costs, and patients and health
 
providers perceive care as free, some unnecessary visits and
 
unnecessary procedures are likely,.'leading to escalating costs in

the system as a whole. To minimize cost inflation, compulsory

insurance programs should avoid covering small, predictable costs

(e.g., low cost curative care), and only cover catastrophic costs;-

Cost escalation in reimbursable systems would also be less likely

if consumers pay a deductible and co-payments, and if there is
 
competition among insurance providers.
 

Recent data on family expenditures for health care in the

Philippines suggests that below-poverty-line families are able to
 
pay for private curative health care and health insurance premiums,

but the very poor may not be willing to pay, and may simply stop or
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decrease their use of health services if public curative health
 
care is severely restricted.
 

Hospital reforms designed to improve management efficiency

through devolution of authority, management, and ownership may

result in some government employees losing their jobs.
 

C. ANALYSIS OF BENEFITS AND COSTS
 

Traditional benefit/cost analysis requires, where possible, a
quantification of the flows of incremental project benefits and
 
costs over the life of a project, and the expected duration of

post-project 
benefits and costs. The larger the discounted

benefits over discounted costs, the more worthwhile the project.

For benefit and cost categories that are not quantifiable, a..
 
qualitative approach is used.
 

The ,nature of-the HFD Project poses difficulties for the

application of traditional benefit/cost analysis. A rajor emphasis

of the project is to shift resources toward preventive health care,

thereby adding to human capital Imestment through improvement of

'healthstatus. Conceptually, the benefit from additions to human
capital is increased quantity and quality of labor supply, but the
 
human 
capital approach ignores health. as a consumption good.

Empirically, the quantification of the benefits of investment in

human capital requires extensive data that is not available for

determining expected longer 
life spans, decreased absenteeism,

increased returns to education, and marginal productivity by labor
type to determine incremental additions to gross domestic product.

For these reasons, traditional benefit/cost analysis is not
 
appropriate, or possible, for the HFD Project.
 

The analysis that follows is conceptually consistent with the

principles of benefit/cost analysis. The project's economic merits
 
are demonstrated by: 1) a qualitative cost-effectiveness analysis;

2) a quantification of the minimum economic benefits required to
 
cover 1 roject costs; 3) a quantification of the reduction in

expenditures for Zamily health care; and 4) a quantification of the
 
gross value added from expansion of the private health sector.
 

The qualitative cost-effectiveness discussion addresses the
appropriateness of the project approach to minimize explicit and

implicit costa. 
 The minimum.economic benefits required -to cover
project costs provides a bench mark for comparison to the estimated
reductions to family health care expenditures and gross value added
from the private sector. The analysis demonstrates that the
benefits of decreased health care expenditures and the gross value
added from divested hospitals would be sufficient to justify the 
project. 
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I. Analysis Framework
 

The diagram below illustrates the underlying logic of the
 
analysis of HFD Project benefits.
 

Efficiency Increased Decreased 
Gains Public Family 

R.D Preventive Health 
Project Health Care Economic 

Increased
Private 

Care Costs 
Growth 

Health 
Sector Increased 

Gross
Value 
Added 

Tigie 2. analysis Framework for Quantification of Benefits
 

The HFD Project would result in more efficient delivery of
 
publicly provided health services, in better targeting of public
 
health services, and in reducing the costs of institutional opera
tions. Improved, management of existing public health care
 
financing institutions, together with cost-containment incentives
 
.would lead to efficiency savings through reductions in wastage,
 
fraud, the cost of monitoring, and litigation proceedings associat
•ed with fraud. Improvements in the. efficiency and effectiveness of
 
hospital-based care in public and private hospitals through'sector
 
restructuzing and hospital institutionial reform would result in
 
cost-effective production and delivery of health services.
 
Improved coordination and planning within the private hospital
 
sector would improve capacity utilization, efficiency and growth of
 
the priiate health sector.
 

The financial cost savings from efficiency gains would permit
 
the public sector to increase the provision of preventive and
 
public health functions, thereby increasing the outreach of public
 
health services and increasing equitable access. These factors
 
would lead to reduced household expenditures for obtaining health
 
care. The improved health status of the population would help
 
bring about reduced absenteeism from work and from school due to
 
improved general well being. These, in turn, would result in
 
improved worker productivity and increased returns to education and
 
other forms of investment in human capital.
 

With an improved health policy and institutional framework,
 
there would be a better delineation in the provision of services
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between the public and private health sectors. Better price and
investuent signals arising from such role-delineation would enable

the private sector to expand its services, lower its costs, improve

the financial sustainability of its operations, and thereby provide
more reliable access to health services. The expansion in the
 
market share of the private sector in curative services -jould allow
the public sector to concentrate its efforts on the provision of
preventive and public health services. 
Divestiture and privatiza
tion of public hospitals would free-up scarce DOH resources for

increases in preventive public health services. In addition, more
efficient and productive health enterprises with private sector
 
ownership and management would contribute to an increase in gross

value added in the health sector.
 

As already stated, the financial cost savings fromeffkiency
gains and hospital divestiture do not constitute direct economic

benefits to the society. However, it is useful to note the order

of magnitude of DOH resources that could be targeted to preventive

care as 
a result of the HFD Project. The 1990 DOH budget for
 
expenses incurred by curative hospitals amounted to P5.1 billion,

and represents over 65 percent of the DOH budget. 
By comparison,

preventive health servies Including expenses for public health

-activities such as drugs and medicines, field health services,

primary health care and aid to puericulture centers amounted to

P1.1 billion, representing 14.3 percent of the 1990 DOH-budget.2
 

The relatively large hospital budget component suggests that
 even modest efficiency gains in curative service provision, or

hospital divestiture, would result in a significant addition to

preventive health care. A 10 percent efficiency gain in curative

services would amount to P510 million per year, and increase the

preventive health care budget by.46 percent. 
Alternatively, P510

million could be targeted for preventive health from divestiture of

10 percent of. the DOH public hospital budget. Combinations of
efficiency gains and divestiture could obviously -produce 
a

significant increase in preventive care, and would likely lead to

significant savings in family expenditures for health care and, in
 turn, would likely lead to economic growth through productivity

gains.
 

2. Cost Effectiveness of the Selected Approach
 

The proposed HFD Project approach is the provision of
 
necessary technical assistance, training, research, and other
services as well as equipment. The approach taken is deemed

appropriate for supporting health financing development activities
 
because of:
 

OffLce of Management Services, Department of Health.
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1) 	 the complexity of the process of reorientation of the
 
role of the government in the health sector;
 

2) 	 the dearth of public and private health sector data and
 
infornation on which to base sound health policy deci
sions;
 

3) 	 an existing nucleus of highly skilled and experienced

domestic health policy researchers on which to build and
 
strengthen health financing research and educational
 
programs; and
 

4) 	 the lack of sufficient computer hardware and software to
 
support data management needs and health financing
 
research.
 

Full utilization of expatriate sexrices would be inappropriate

because of high costs, availability of highly skilled local
 
personnel for many of the tasks, and the need to be intimatly
 
aware of the existing DOH and GOP institutiqnal framework and the
 
government's current role in the health sector.
 

7ul' utillzatlon of domestic sources for the effort would be
 
equally inappropriate because of the need to have awareness-raising

and capacity building in identified key players and decision
 
makers, and to support training programs in health economics,

health service administration, and health care financing. In
 
addition, GOP and DOH personnel politically need to be in a
 
position to decide at various stages of divestiture of public

hospitals and preclude possible conflicts of interest that could
 
arise if third parties are given freer play in crucial decisions.
 

The selected approach minimizes explicit and implicit costs in
 
assisting the health financing development effort. Training, for
 
example, will be conducted locally, thereby minimizing travel costs
 
and maximizing the nimber of trainees for the amount budgeted. The
 
overall project approach is to maximize the use of well-qualified

domestic talent, both within and outside of the government, to
 
accomplish HFD Project objectives and use expatriate assistance
 
only where necessary and appropriate.
 

3. 	 Minimum Required Benefits to Cover Direct Costs
 

In order to determine quantitatively whether the HFD Project

is worthwhile, the minimum level of benefits required to cover all
 
direct economic costs is computed as a threshold to be attained for
 
project justification.
 

Several simplifying assumptions are used to determine the
 
required economic impact to justify the investment in this project:
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1) 	 project funds are disbursed in five equal annual increments over the life of the project, beginning with the
signing the grant agreement;
 

2) 	 the economic return over -a 20 year period, will flow
evenly for each dollar invested;
 

3) 	 no new returns are attributed to the project after its
 
completion;
 

4) 	 recurrent costs are 5 percent of economic costs per year
 
for years 6-20;
 

5) a long-term time deposit rate of 15 percent prevails; and
 

.6) an exchange rate'of P28.00:$1.00 prevails.
 

The direct economic cost of the project is computed from the
financial cost estimates excluding inflation as follows:
 

Total Per Yr
 
(Sooo) ($ooo)
 

Financial FX Cost 
 $7,827 $1,565
FX Shadow Price Adjustment (20%) 3 1,565 
 313
Financial LC Cost 
 10,061 2,012
GOP Counterpart 
 5,960
 

Subtotal 	 $25,413 
 $5,083 (Yrs 1-5)
 
GOP Recurring Costs for Years 6-20 
 19.060 $1,271 (Yrs 6-20)
 

Total 	 $44,473
 

The present value of the project direct economic costs are
calculated by discounting the 20 year stream of costs by 15
percent, a conservative estimate of stable long-term time deposit
rates in the Philippines.' 
The present value of project economic
 
costs is $20.732 million.
 

Using the NEDA-estimated social discount rate in the Philippines of 15 
percent (capital -recovery factor for 20 
years = 

'For compu.atLonal convenience and presentation purposes, the FX shadow
price adjustment is made on the financial FX cost rather than its peso
equivalent at the official.exchange rate.
 

'Long-term time deposit rates have averaged around 17 percent in recent
 
years.
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.159761), the project must achieve an annual economic return valued
 
at $3.312 million at 1991 prices for twenty years. This means that
 
t economic benefits of the project should attain at least a value
 
ot $3.312 million or P92.741 million annually for twenty years as
 
a result 'of the project. Otherwise, project funds should be 
invested In alternative activities.
 

4. Reduction in Family Health Expenditures
 

The 1988 Family Income and Expenditure Survey (FIES) in the 
Philippines indicates that, on average, a Filipino family spends
1.7 percent of its total expenditures on medical care. Given
 
average family expenditures of P44,594 per year, a'typical family

will spend an average of P758 on health care in 1991.5 With the
 
total number of Filipino families estimated at 11 million, total
 
family expenditures on health care in 1991 is estimated to be P8.3
 
billion. *This P8.3 billion can be reduced by the HFD Project from
 
substantial increases in preventive health care provided by the
 
GOP. In terms of the P92.741 million minimum benefits to justify

the direct costs of the project, annual family health expenditures
 
need only be reduced by 1.11 percent per year.
 

Family expenditures on health care in the Philippines vary

significantly by urban/rural location and by income class (Table

1). Rural families in the lowest income group (less than P6,000
 
per year) spent only P86 in 1988 on health care, while urban
 
families in the highest income group (more than P100,000) spent

P2,325.
 

Accounting for these differences by weighting family health
 
expenditures by urban/rural location and income group, total family

expenditures on health care in 1991 is estimated to be P8.22
 
billion. Even when taking into account these health care spending

differences, the total family health expenditures need only be
 
reduced by 1.13 percent per year to meet the minimum required

benefits of the project.
 

This means that as a result of the project, an average

Filipino family need only reduce it's expenditures on health care
 
by P3.6 per year ($.31 per year) to justify the project. Given
 
this relatively minor required reduction of family health expendi
tures, it appears likely that the project is justified.
 

The required reduction in family health expenditures to
 
justify the project should be viewed with some degree of caution,
 
however. The USAID-funded Child Survival Program of the DOH and
 
other donor projects are expected to reduce family health care
 

sAverage family expenditures in 1991 were obtained by inflating 1988 FIES
 
expenditures by the Implicit Price Index of the Gross National Product.
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expenditures, as well. 
 The marginal effect of an additional

project, such as HFD, on family health expenditures may experience
decreasing returns. It may be the 
case that each additional
 
percentage reduction in family health expenditures would require

increasingly larger amounts of preventive care. On the other hand,because these projects have independent but complementary objectives, and because real aggregate family health expenditures are
likely to grow over time due to increases in population, the HFD
Project is likely to achieve the necessary required reduction.
 

Table 1. Average Health Expenditures per Family, .,988
 

Income 
 Total Number Average Medical

Class of Families Expenditure:'(Pesos)
 

Urban - Total 3,985,145 	 804.08
 

< 6,0D0 214428 	 91.83

6,000-9,999 73,118 124.62
 
10,000-14,999 195,255 
 193.89
 
15,000-19,999 303,804 
 291.22

20,000-29,999 717,648 361.70
 
30,000-39,999 596,910 
 472.57
 
40,000-59,999 802,197 
 738.80
 
60,000-99,999 752,794 1042.25
 
100,000 + 521,990 
 2325.96
 

Rural - Total 6,548,782 	 399.99
 

< 6,000 157,812 	 86.71
 
6,000-9,999 559,584 
 107.42
 
10,000-14,999 1,223,084 
 165.67
 
15,000-19,999 1,108,559 248.72
 
-20,000-29,999 1,547,610 
 326.37
 
30,000-39,999 786,085 
 526.05
 
40,000-59,999 674,387 764.90
 
60,000-99,999 357,142 
 1265.99
 
100,000 + 	 134,519 
 1716.98
 

Source: 	 Family Income and Expenditure Survey, National
 
Statistics Office
 

13
 



5. Gross Value Added from Divested Hospitals
 

A second source of economic benefits from the HFD Project is
 
the contribution to gross value added (GVA) from the divestiture of
 
public hospitals. Public hospitals would likely be more efficient
 
and productive enterprises with private sector ownership and
 
management, and positive returns to investment would be re-invested
 
and lead to economic growth.
 

Private hospitals, with few exceptions, generate positive net
 
after tax income and, therefore, positive gross value added. For
 
the top institutions, average net after tax income in 1989 was P1.9
 
million for private hospitals, and P905 thousand for private

medical clinics.6
 

On average, GVA for a private health care facility is
 
estimated to be P3 million in 1991.7 Assuming that divested
 
hospitals, through increases in efficiency, would generate a 10
 
percent increase in GVA over what is obtained as a public facility,

the average divested public hospital would contribute an additional
 
P.3 million per year in GVA. In addition, positive economic
 
returns generated from divested facilities would lead, through
 
private Investment and multiplier effects, to economic growth.
 

The, DOH has identified 188 of its 537 hospitals as the
 
essential nucleus of the public hospital system. The remaining 349
 
public hospitals can be viewed as candidates for privatization. If
 
only 50 of these hospitals are divested as a result of the HFD
 
Project, an additional P15 million in economic benefits will be
 
generated by the project.
 

6. Minimum Required Benefits to Cover Total Economic Costs
 

Given that the economic benefits of the HFD Project have been
 
demonstrated by tw6 sources of benefits to be more than sufficient
 
in size to offset the minimum required benefit to cover direct
 
costs, it is likely that indirect project costs would not compro
mise the economic viability of the project.
 

6The average was calculated for net after tax income from private hospitals,

sanitaria, and other institutions, and from private medical clinics and
 
laboratories ranked in the top 5000 corporations in the Philippines. Philippine

Business Profiles, 1990-1991.
 

'Data on average gross value added per private health facility is from the
 
National Statiitics Office, Annual Survey of Establishments (Services) for 1987
 
as reported in thilippine Health Care Factbook 1990, Center for Research and
 
Communication, (Table 94, Page 176). Average gross value added in 1987 is
 
inflated to 1991 terms using the Implicit Price Index of the Gross National
 
Product.
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The indirect costs of the HFD Project obviously are very
difficult to quantify. With the countervailing forces present in
 a democratic society that help reduce -these risks, however, the

"drag" on the economy from these costs is not likely to signifi
cantly decrease the size of the economic benefits.
 

In summary, reductions in family health expenditures and the
 
gross value added of divested hospitals would yield sufficient

economic benefits to justify the project. If a reduction of 1.13
 
percent of annual family health expenditures (P8.6) is achieved

then the project has been demonstrated to be worthwhile.
 

Moreover, the contribution of additional GVA of divested

hospitals decreases the required reduction in family 
health

expenditures, and increases the likelihood that the project is

justified. If 50 of 349 hospitals are divested, then the required

reduction in family health expenditures falls to .95.percent, or
 
only P7.2 ($.26) per year.
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