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1.

BACKGROUND/SCOPE OF WORK

In January. aad Fabruary 1986, =2 full-scale essessment of the
activities sponsored by the Off'ice of Population and Health, USAID,
Indonesia was conducted by outside consultants at the request ci <the
Office. One section of the assessment pointed out that large amounts
of national financial resources for population and health were
beginning to be drawn towards curative health care services. T the
same time, it was noted that the budgets of the Ministry of Health
vere being drastically reduced because of the drop in govermental
revenues from international o0il sales, and that the activities of the
Ministry's family planning and child survival programs will probably
be affected in an increasingly negative fashion as they strive to

meet program targets with less funds. -

The assessment's authors also found that the developments taking
place with regard to the organization and financing of health care in
Indonesia could significantly affect this deteriorating condition.
In a positive sense, some of the developments might lead tc increasec
funding for health from the private sector, thereby possidbly
releasing public sector funds for more public heaith and family
planning activities. On the_negative pide, it was apuarent that many
of these developments might lead to an even greater emphasis on
curative care, particularly in hospitals, thereby drawing off evea
more financial resources from the country's ultimately more pressing
tasks of public health, family planning, and child survival.

The assessment team recommended that the Office of Population and
Health become more actively involved in all the issues relating to
the organization and financing of health care in Indonesia, not only
because of these issues' importance to the health of the people of
Indonesia but also because of the possible important impacts on
USiAID-zssisted programs in public hsalth and family planning. Ir
addition, USAID/Washington had expressed considerable interest in

encouraging private sector initiatives in all sectors world-wide.
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This central-leve] interest, together with the assessment teapm's
recommendations, encouraged the Office of Population and Health ¢,
seek expert advise in the summer of 1986. For this study, ope U.s.
cozsuitant and one Indonesian counterpart were asked to review the
country's current situation with regard to neslth insurance ang
Pre-paid health delivery syr<ems. Their specific 8cope of work
instructed them to:

(a) conduct a comprehensive review of current experience ir
Indonesia with various types of Pre~paid health delivery
systems. The analysis was to be broken down into:

*+++ public and private sector health insurance,
+>+» institutional schemes for employees.
eeos village/rural cooperatives or Prepaid schemes;

(b) suggest the most appropriate configurations of health insurance
and pre~paid provider schemes for Indonesia;

(c) suggest operations research designs to evaluate demonstration
Projects of the various configurations which can answver major
theoretical and operational questions and which can contribute
quality information regarding what types of pPre~-paid schemes are
advieable and possible in the Indonesian setting;

(d) recommeﬁd other analytical studies that wil) need to be done
prior to introducing pre-paid health service delivery schemes ip
Indonesia; and

(e) identify specific Problem areas or obastacles that should be
avoided in developing this concept Orerationally.

On June 30, 1986, Doctor Paul Torrens from the faculty of the School
of Public Health at the University of Califcrnia, Los Angeles,
arrived in Jakarta to begin that assignment and was Joined by Doctor
Mary Hengsaraharja from the Faculty of Public Health, University of
Indonesia as 1is Counterpart. The study pericd extended until
August 9, 1986,
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METHOD OF STUDY

Doctors Torrens and Wangsaraharja first met with UéAID health staff,
verious Mipistr of Health representatives, and other persons
knowledgeable about health and health care organization in
Indonesia. From these peopls, a 1list was mede of ioportant
organizations, programs, and agencies to be contacted; in each of
these organizations and agencies, key individuals were identified to

be interviewed.

At the same time, many basic background documents were identified and
obtained, and an additional search for other background data was

started., (See the list of documents and references, Appendix A.)

An extensive series of formal and informal interviews was then
ccnducted which ultimately involved almost 50 persous. Visits were
carried out at a numbsr »f locations in Jakarta, Cirebon (one day),
Bali (three days), and Ujung Pandang (three days). Repeat visits
and/or cross-interviews wore also held to document or confirm certain
points or opinions. Finally, a draft report was vwritten and
circulated, either totally or in part, to certain knmowledgeable

observers for their overall review and/or confirmation of the

accuracy and appropriatenese of certain obaervations.

In general, all parties were quite cooperative and willing to provide
information when approached. In certain cases, conflicting
information was obtained, largely because different viewpointa were

~ beld on certain key points.

It should be noted that Doctor Torrens is not an expert on Indonesia

in particular and is uot fluent in Bahasa Indonesia, although he has
worked in Indonesia twice before and is generally kmowledgeabie about

the Indonesian culture and health care system. The participation of
Doctor Wangsaraharja tended to counterbalance the lack of fluency and

depth of specific Indonesian experiences of her partner, however.
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3. FACTORS INFLUENCING HEALTH INSURANCE DEVELOPMENT IN INDONESIA

A number of factors have stimulated conaiderable. interest in the
development of health insurance in Indonesis and will continue to
play inmportant roles in any futvre policy developments., These
include: (a) a decrease in Ministry of Health budgets; (b) the
proposed expansion of the present government-sponsored health
insurance plan te include employees of private concerns; (c) the
recent change in the tax laws affecting business and indusgtrial
concerns in Indenesia; and (d) & general increase in health care

prices, costs, and expenditures.

(a) Decrease in Ministry of Health Budgets

With the drastic drop in interrational o1l prices and the
subsequent decrease in revenuss to the Government of Indonesia,
the Ministry of Health has had to drastically reduce its
budgetary goals. There has already been an almost 0% reduction
in certain Ministry budgets for 1986 and furtier reductious nay
8till he coming.

With these reductisns in mind, the Ministry is naturally
exploring other sources that might be used to make up the
budgetary ashortfall end/or relieve the Ministry of some of its
current service obligations (thereby possibly freeing up
internal resources for reallocation among programe).

Among these alternative sources, the Ministry is interested in
various health insurance schemes for two reasons. Pirst, the
development of a new government-sponsured health insurance plan
or an expansion of the already-existing plan might bring
increased revenues to the public treasury, much or all of which
might becoms available to the Ministry of Heelth to finance ite
various obligations. Second, the development of an sxpanded
private health insurance sector might add funds to the country's
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total health expenditure and might encourage citigens to
increase their use of private facilities and services, thereby
possibly reducing the load on esome public facilities. The
Ministry might then be able to shift funds away from certain
public services and tovards other services that have had their
funding reduced in the present budget cuts,

Proposed Expansion of Present Government-Sponsored Health

Insurance Plan

At the present time, all civil servants are covered by a
government-sponsored health insurance plan (Husada Baiti) which
is funded by a 2% levy on their salaries., This plan allows
civil servants and their families to use Ministry of Health
services free of charge. Recently, a tentative law (DUKM) has
been proposed that would require all private employers to enroll
their employees in this same plan, which would be financed by a
similar type of levy on salaries (the peicentage is atill to be
determined, but probably will be more than 21);' the private
employees would then also be able to use the Ministry's services

free of charge.

This proposed plan has stimulated great interest in both the
public and private sectors for a npumber of differing reasous.
Tha Ministry of Manpower Development, which currently operates a
series of social insurance programs (ASTEK), would participate
fully in the new plan. This Ministry is very interested because
of its expanded revenuc collection requirements and the possible
impacts on its already-existing social insurance programs. The
Ministry of Health is interestad not only because of the
possible enhanced revenues this plan might bring to the Ministry
but also because the plan could generate greater demand cn its
services. Private sector companies that are already useing their

own resourcea to provide extensive health services to their

employees are also concerned because the new proposal would
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require that all employees contribute to the govermment fung and
utilize government facilities, thereby effectively putting those
portions of the private sector out of business. Finmilly,
private Lealth insurance plans that have identified a potential
Dew market for private health insurance (as will be described in
the next section) realige that the all-irclusive goverament plan
will haour fome thiet om the development of any significant

private insurance enterprises in Indonesia.

Change in Business Tax laws

A third major force stimulating interest in health insurance has
beeu a recent change in the tay laws for businesses and
corporations in Indonesia. Previously, hany companies simply
let their employees seek medical care as needed, and would
eithsr pay the bills as pPresented or would £eimburae their
employees for out-of-pocket expenditures, All  of these
expenditures on the part of busin;aa were tax deductible as

legitimate operating costs,

With the recent change in tax laws, this type of expenditure
would apparently no longer be allowed as a normal operating cost
to the company. Instead, it would be shifted to the after-tax
eactor, thereby coming directly from a company's profits. The
purchase of health insurance for employees, bowsver, would
apparently still be considered a normal part of the cost of
doing business and would thus still be included in the pre-tax

sector,

In many companies, this expenditurs can be quite considerabdla,
even though eract data are difficult to obtain. P.T. Unilever
Indonesia, for example, spends approximately S% of its
$25,000,000 annual personnel costs on health care, or about
$30.00 Per month per employee for ite 3,000 employees. For an

éven larger enterprise like Pertamina, which has oxtensive
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health care personnel and facilities of its own, the amount is

provortionately much greater.

hs a further factor, a number of private insurance corparies
have recognized how this important change in the tax laws will
affect corporate behavior, and bave decided thnat a considerable
market may now exist for private health insurance. A number of
large general insurance companies in Indonesia, other types of
insurance companies, and business entities are therefore keenly
interested in wvhaet happens both in the government health
insurance plan and in potential private plans. Many of them are
preparing for their organizations to enter the private health

insurance market or are already actively marketing various types

of health insurance products.

General Increase in Health Care Prices, Costs, and Expenditures

Although accurate data are difficult to obtain, it is clear that
health care prices, costs, and expenditures have increased
markedly over the past five years, perhaps as much as 20% per
year, ’&hie increase is.éue to increased utilization. of services
and prbducts. For a anumber of different reasons, this has
stimulated interest in various types of ©health insurance
(including health maintenance organizations, as discussed below)

as a means of controlling the increase in health care costs.

On the one hand, private employers who have been reimbursing
employess on an item-by-item basis after a health care service
has been provided are now starting to search for more orderly
payment methods that will allow them to control the rise of
hesnlth care costs more effectively. They reason that providing
employees with health insurance plans would limit the erployer's

risk to an amount kmown in advance and would perhaps give them a
vehicle by which they could more effectively infiuence prices

(by setting limits on what health insurance would actually pay).
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On the other hand, both private eaployers and experts in
government realize that any fee-for-service health insurance

system has a anatural tendency to increase the number of
individual services provided, thereby increasing total health
care costs, They notse that the experience with health
maintenance organizations in the United States (in which a per
capita payment is made to 8n organization to provide a total
package of services) acts to reverse the incentives to the
provider and in fact encourages a reduction in the number of
services provided. Although this has the danger of reducing the
quality of care, it also serves as an effective way to control

or linit the rise in health care costs,



4. FINDIKGS
In general, health insurance efforts in Indonesia .cap be divided into
solely public programs, programs that are a mixture of public and

private involvement, and solely private programs.

(a) Public Health Insurance Prograqg

(1) Husada Bekti

The primary public health insurance program in Indonesia is
Husada Bakti,® which covers all civil servants and their
dependents, and retired civil servants. Husada Bakti was
implemented in 1968 and until recently has been operated as a
badan (legislative body) under the general supervision of the
Ministry of Health.

All civil servants are required to Join Husada Bakti and
"contribute” 2% of their salaries into the Husada Bakti program;
retirees must contribute 5% of their pensions. (It is not cleer
wvhether the money contributed comes into a special Husada Bakti
fund or whether it comes into the Ministry of Pinance and is
mixed with other funds, either partially or totally. It is also
not clear how much of the funds collected for Husada Bakti are
transferred to the Mirnistry of Health, who does the transfer,
and how the Husada Bakti-geuerated funds are used within the
Ministry of Health.) VWhat is clear is that Husada Bakti
collects large sums of money, 60.4 billion rupiah in
contributions in 1986 and 5.1 billion rupiah in interest.

* In the past two decades, this program's name has changed from ASKES
to Badan Penyantun Dana Pemeliharaan Kesehatan Masyarakat (BPDPXM) to
Husada Bakti.
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At the present time, 2.5 million civil servants and 1 million
government vpensioners belong to Husada Bakti, together with
their dependents, bringing the total coverage to about 12,5
zillion people (about 8% of the total Indonesien population),
for a total per capita income for 1986 of 5,500 rupiah ($4.93)
per person.

In return for their 2% percent of salary contributions, Husada
Bakti beneficiaries are allowed to use the puskesmas (health
clinic) and government hospitals free of charge for all
services. Previous work has shown that the Husada Bakti members
make up a significant rortion of those merved by the Puskesmas,
ranging anywhere from 10-40% in different regions, but Probably
averaging about 30% of all puskesmas viaita, According to
Ferster, on average in 1982/83, "17% of all Husada Balkti
members (1.6 million) sought care monthly, of which 1.4 million
{95%) were treated as out-patients (91% were treated in health
centeras and polyclinics); the remainder received in~-patient or
other care. Previous work has also suggested that Husada Bakti
members tend to visit the Puskesmas eix or seven times more than
non-Husada Bakti members. This work also Posits that it
actually costs the Ministry of Health about two to three times
more to provide the mervices to Husada Bakti members than the
Ministry actually receives in financial support from Husada
Bakti, although the figures are not entirely clear or reliable.

Again according to Perster, the estimated 1986 Husada Bakti
budget assigns approximately 50f of its funds to drugs and
medications, 17% to in-patient care, 11% to out-patient care,
10f to medical practitioners in government facilities as a
supplement to their salaries, and 2% for maternity care.
Administrative costs account for the remaining 11%.

Very recently the Husada Bakti program was changed into a perum
(government-owned general company) and is now operated under the
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joint supervision of the Ministry of Health and the Miristry of
Manpower Development, urnder thoe terms of a joinf decree issued
by their Minimters earlier this year. This change was msde in
preparation for the expansion of the Husada Bakti mechanisz into

the private yector.

Under the expanded program, all privato employers with & minimum
number of employeee (aaspecified at this time) would have to
enroll their employees with Hussdn Bakti (or its new sucessor
organization). The employees in rsturn would use the puskesmas
and the government hospitals in the same fashion as civil

servants and their dependents do at present.

The details of this new program (Husade Bakti or its succassor)
are included in & set of regulations/dirzctives/decrees (it is
unclear exactly which) that are currently being draftsd and
forwvarded to higher 1levels of govermmert for approval; these
more detailed directives have the general %title of DUKM (Punds
for Community Health Care). The general public health law of
the country i+self is currently being revised and was passed on
to the Cabinet Secretary approximately nine months ago; these
revisions apparently contain a short clause that would suthorize
and create the DUKM. Tho detailed statutes/directives/decrees
would provide the substance of the program itself under this
general authorization. At the present time, it seema clear that
the general revision of the country's public health law that
would authorize the DUKM will probtblf become law, but it is not
at all clear what its exact details will ba. Many people in the
Ministry of Health and thoss directly involved with the DUKM
seem to want DUKM tc be an entirely goveinment-operated program,
with DUKM (or some other government xgency) collecting the
contributious and providing the eservices through sclely
governmental health servicee, Other infereated parties,
however, hope that the actual implementation of DUKM will be

more permissive in nature, allowing private health insurance
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organizations smd Private health care Providers to participate,

It is impowsible to destermine how this difference of opinion
vill be negutiated and vhat the actual outcome will be.

In anticipation that the DUKM will become law and that Husada
Sakti or its suecessor agerucy will be authorized to Proceed, the
staff involved with the planning and implementation of DUKM have
laurched a pilot precject :in Jakarta, It is generally described
8s an "HMO pilo* project,” although it is really not an HMO ip

the way this term is used -in the United States.*®

Thirty-five companies havs been enligtad to voluntarily enroll
their employees in the Pilot preject: about 7,500 employees and
dependents are enrolled. Employers can apparently choose (or
their employses themselvme can ¢thoose; it is not clear) to ray
either 7% of the total salary to provide coverage for the
enployee and al) derendents or Rp. 2,500 per month Just for the
employee. The employer (or employse) is apparently able to
enroll or disenroll on a month-to=-month basis, which probably
has led to some confusion over who is enrolled at a particular
time. It has also probadly led to some "adverse selection”
(that is, employees signing up vhen they feel sick or think they
are going to get sick and need cars).

The term HKD crapt into comxom mase in Indonesian health care circles,
but 1t is nct clear that everymme really knovs what an HMO is, that
everyane is using the term in the same fashion, or that all of the
organizations and plans varionsly des.ribed as "HMOs" are really
thet. In order to avoid ceonfusion by interested parties in the
future, extreme rmitiom should » employed in using the term HMO to
describe an organizef health JanEran, and when it is used, an attempt
should be made to Hdstmrmine 't exactly the speaker is describing.
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When they enroll, the employee and family get materiale
explaining how the plan operates and whers the services are
available (which puskesmas). The employee chooses a puskesmas
cf the Jakarta municipal health service where he or she would
like to receive services, usually one that is near his or kter
home, This specific puskesmas locetion 1is entered on the
employee's membership card, which also lists the names and shows

the pictures of all covered beneficiaries.

After enrollment, members get their medical care and medications
free of charge at the puskesmas. They can come during regular
hours or during several special two-hour sessions that are set
aside at the end of ths day solely for pilot project members.
The medical and nursing staff wio care for tbem during these
"members only"™ sessions are the same ones vwho =staff the )
puskesmas during regular hours. They are, however, paid extra
by the pilot project for extendiing their working period to see
pilot project members. Although all of the 42 Jakarta municipal
puskesmas are tteoretically open to 1selection by any member, in
practice, the patients generally are clustered around five to
meven particular puskesmas that serve the employoe members'

residential district.

Vhen the pilot project is paid by the employer, it takes 20% of
the fee to hold for administrative costs and hospital payments,
then turns 80% over to the Jakarta municipal health authorities,
which provide the services. (Members use <the government
hospitals when beds are available; when they are not, the
members use private hospitals, but the charges are about three
times as high.) When the Jakarta municipal health authorities
get their B80% of the fees, they take 108 for their
administrative costs and turn the remaining 70f over to the
puskesmas (in some fashion ¢hat is not clear at thie time).
This 70 of the initial fee is apparently supposed to cover the

staff of the puskesmas for the extra hours they give to patients
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of the pilot project. The Jakarts zunicipal health suthorities
also provide the puskesmas with extra drugs and medicatione for
pilot project members.

At present, the pllot project can only be described gs modestly
successful. Enrollment has not increased despite significant
marketing efforts and may even have decreased somewhat, The
employees are appareatly not particulearly enthusiastic about
seeking care at the puskesmas and utilization has been 1lower
than expected. Due to some confusion over the trangfer of
funds, the gtaff have apparently not been regularly paid the
woney due them for the extra hours they spend at the puskesmag
treating pilot project patients. Everyone involved with the
Pilot project and with the broader plans for DURM in general ig
very concerned, becauge this project is meant to perve as a
model of what DUKM might be throughout the country. A
less-than-successful outcome with the pilot in the national
capital, where the greatest resources of personnel and
organizational skill are available, would reflect very poorly on
DUKM as a whole.

One would assume that becanse the people involved iz DURM are
interested in using an HMO model to deliver services in the
pilot project, they would also interested in the plan: of
Pertamina (gee description below) to develop an HMO nationwide.
In fact, the opposite 13 true: the people in charge of Husada
Bakti (or its successor and/or DURM) are very concerned thar
Pertamina's plans will be much too expensive and will get too
bigh an average lavel of service for the Ministry of Health
services to match. They feel that it is probably impossible for
such a system to exist within the planued government framework.
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(2) ASTEX

ASTEK is the system of social insuraance for employed workers
sponsored by the Ministry of Manpower UDevelopment. It now
covers about 2 million people, about 1/3 of the country's
estimated 6 million company employees. It offsers the usual
range O0f beginning social security insurance programs for death
benefits, disability, retirement, workmen's compensation, and
the like (the details are not completely clear and the actual
pay-out of benefits is also unclear; it has a big surplus,
apparently, which may mean that premiums are collected well but

benefits are paid out slowly or partially).

In the 19508 before the Ministry of“Hanpover Levelupment came
into being, a social security "foundation" was established to
begin contributory schemes of social insurance for employed
persons. The early program offsred by the foundation included a
small health insurance plan. When ASTEK started in 1967, it was
decided to leave health out, even though there was (and
apparently still is) a portion of the ASTEX law that authorizes
it to offer "sickness insurance.” ASTEK apparently does pay
some medical bills (to an unknown degree) vwvhen there are
industrial accidents or other workmen's compensation-type
incidents, but aside from that, it has no me&jor role in health
insurance. It is participating fully nov in the dsvelopment of
plans for the national DUKM, as a result of both the agreement
between the Ministers of Manpcwer and Health, and their joint
decree with regard to DUKM. A representative of the Ministry of
Manpover Development is the Vice-Chairman of the planning ard
supervisory committee for the developmsnt of the DUKM.

It is fair to say that ASTEK program managers are very concerned
about the development of DUKM outside the already-existing
framework of social security insurance. Although they will have

to collect the money for the program from employees and
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enployers, and vill be seen as being the Tesponsible collection
agency, the details of the Program ituelf vill be carried out by
another branch of government. People in this rinistry are also
very coancerned about any mandatory national law that requires
all employees to use only Ministry of Health personnel and
facilitiee for their care, because DADy companies have already
established fairly good employee health services of their own.

These services night simply be Put out of business as a result
of a mandatory DUKM law, Soma people in the Ministry of
Manpower Development would clearly see this as a major retreat
because they have been trying to foster the idea of better
occupational safety and employee health services at the work

site.

Goverament-Related (but not Government-Sponsored ) Herlth

Insurance
—_—iCe

There are two other major planned or operating health insurance
Programs in Indonesia that Are somehow connected with the
government but are not actvally government-sponsored or offered
directly by the ministrias. One is a health insurance prlan that
is being considered by Pertamina, the state-ovned (but Privately
operated) industrial concern. The other is the dana aehat, the
emall village-based cooperative schemes that are ortea operated

in relation to the local puskesmas or posyandu,
(1) Pertamina

Pertemina ig by far the largest indust.ial ecterprise in
Indonesia. Originally involved only im oil production and
marketing, it has now diversified into Dany other activities,

including insurance.

At present, Pertamina enploys approximately 50,000 people at
various locations throughout Indonesia. Thesas employees,
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together with their 200,000 - 250,000 dependents, are proviied
health care by a fully salaried staff of physicians, nurses, and
other health profeassionals working in Pertamina-owned and
operated clinics and hospitals. Pertamina spends about $200 per
employee per year in direct costs and probably epends
considerably more in indirect costs. Its medical care is
considered among the best in Indonesia, in that its medical
staff is very well paid and its facilities are among the best
equipped in Indonesia. Pertamina's medical staff are full-time,
do not have outside private practices, and feel fortunate to
work for Pertamina bYvecause of the salary and other general

fringe benefits it offers.

Because of the change in the busineos tax laws, Pertamina is
considering separating its health cars personnsl and facilities
in some fashion, probably as a separate corporate entity
associated with its insurance company Tugu Mandiri. Although a
nunber of variations have been propused, this new organization
would function as a resl heai%h maintenance organization,
offering a complete package of outpatient and inpatient services
to a clearly-definsd eﬁrollod population on a per’capita premium
basis. The same organization collecting the premiums would gleo
provide the services and all physicians and hospitals would join

in the risk directly in some fashion.

Once their HMO 18 established, Pertamina intends to offer
coverage to the employees of other state-owned corporations in
the government ministries dealing with national resources (e.g.,
tin) and power (e.g., electricity). Although it is not known
hov many members these corporations would contribute, it i=s
estimated that they might as much as double the number being
cared for by Pertamina's current program., It is felt that
Pertamina's medical facilities and peraonnei can absorb most of
the added load without a great deal of new capital investment or

ma jor personnel costs.
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Pertamina's HMO Program would clearly become a major factor in
health care in Indonesia, and not just because of its size. I+
has a reputation of being an aggressive, *pp nonsense,*
Comparatively well-managed busineas Corporation with a high
standard of performance., It 1ia extremely well-connected {n
government and private circles of power and influence. 71t has
an already-existing establishment of well-paid personne] and
well-aquiped tacilities which could become a functioning HMo
virtually overnight, Finally, it would Operate within a 8ingle,

closed risk-pool which would force it to become efficient over

time or go cut of business,

The developments in Pertamina are being monitored closely by in
Ministry of Health circles for a number of reasons. VPirst, it
could create a huge ‘*for Profit® business involved in health
care, a concept teo which Miristry of Health staff are
juatifiably concerned. Second, it would establish a Separate
health care network of programs and services throughout the
country. This would mean that there would be two major health
care °“systems,® one (Pertamina) Serving a selected, enrolled,
well-financed, lower-risk group, and the other, (Ministry of
Health) serving everyone else, This would be egsentially
divisive to the development of a single national health system
in Indonesia and make it difficult to have a unified nxtional
public policy for health care. Third, the Pertamina System
would operate with high 1levels of salary, facilities, and
Services -- gtandards that the Ministry of Health with its
greater responsibilities and fewer resources (compared to the
Job it muat do) could never meet; this would immediately make
the Hinistry of Health services 8econd-rank, which would be
quite disturbing to the personal morale of the Ministry's
employees and patients alike,

Probably the most important Ministry of Health concern (from the
USAID Office of Population and Health point of view) about the
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Pertamina program is the greater emphasis it would place on
high-technology, hospital- and clinic-based *sickness® care, At
a time when public health and family planning problems are still
the most important ones for the country to solve, the
introduction of a well-financed and well-managed high-profile
concern like Pertamina could seriously diverc attention and
energy away from these more importayt and more cost-effective
programs, and towards the less important, less cost-effective

programs of illness treatment.

In turn, those planning the Pertamina «fforts need to learn more
about the Ministry of Health's desire to have all DUXKM members
receive care only from Ministry of Health personrel arnd
facilities. Pirst, it would force the dismantling of the
present system of health facilities throughout Indonesia; in a
country with scarce health resources, this would be a great
waste. Second, it would add patients to the .alrezady-strained
Ministry of Health personnel and services; also, these patients
would be high-utilizers, because tifey are accustomed to the high
level of access and responsiveness provided by the present
system. Third, the development of an all-inclusiye Ministry of
Health system would prevent Pertamina from developing an HMO
that would be a unique model of health care for Indonesia and
all of the developing world. VPertanina's HMO would be the
largest of its kind outside the United States and would serve as
an important “laboratory®" and “academy®" where much could be
learned about the organized delivery of health care services in

developing countries.

Pertamina also points out that it is the Indonesian government's
general policy to include and encourage private sector
involvement in all aspects of national life, no* 3just health
care, Pertamina's proposed HMO would bring'éonliderable private
sector energy, experience, and finance to help s8olve the

country's health problems. It would generate considerable tax
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revenues for the government as f{tg businegs expands, and it
wouid relieve already-crowded Ministry of Health facilities,
thereby allowing the Ministry to shift some of its internaj

resources to other priorities.

treatment-oriented rather than prevention—oriented, Pertamina
staff say that their HMO ig intended to keep thejr employees
healthy rather than treating them after their are sick, and that
the EMU model letsg Pertamina do this very well. Indeed, they
8ay with some Justification that their uMO model provides an
ideal model for the future generations of Indonesians ang that
by developing a ptevention-minded HMO now, the country would be
avoiding the fate of the United states iand other countries that
have allowed high-technology treatment systems to Dbecome
dominant and have etfectively prevented the development of a

public health and family planning-orjented health care system,

Finally, a major concern of the Pértamina planners is that the
Ministry of Health simply cannot deliver adequate health care to
many of the sites where' Pertamina workers are now, located, such
as the off-shore oi] rigs. The Ministry would have to develop
New services to provide care at thege Biteg, something that they

are probably not able to do at the presgent time.
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(2) Dana Sehat

The second large sector of govermmont-relzted health insurance
programs are the smell village-baeed health care purchasing
cooperatives called dana sehat. There is no organized system or
structure for the dana sehat. Each is an independent entity and
each may be quite different. The basic principles governing sll
the dana sehat throughout the country, however, are quite

similar.

In general, a dana sehat is a small, voluntary purchasing
cooperative in a village. It may have received its initial
emphasis from a rnumber of suurces: the puskesmas doctor or
stuff, the posyandu cadre, the village chief, the village BKKBEN
acceptor group, etc. Once organized, the dans =sehat collects a
small amount of money (for example, 100 rupiah a month per
family) or produce (for example, a small amount of rice set
aside by each family each day) and holds it for the group. 1In
return, the dana sehat may use the money to purchase
medications,  finance a water system, finance cara st a
puskesmas, etc. It may also hold the money for loans or more
general investment, with the proceeds being wused for
health-related activities. (One dana sehat in East Java is said
to have built up resources of 16 million rupiah in this fashion.)

A key element in the success and longevity of a dana sehat is
the leadership of the group. If & leader is well-placed in the
community, trusted, and energetic, the dana sehat may succeed.
If not, the money may disappear or the people may get very
little ©back for their contributions, and the dana sechat

eventually fades away.

At present, the Ministry of Health is encouraging the creation
of dana sehat in several ways. For example, all physicians in

the highest stratum of puskesmas are being told to help develop
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dana sehat in their area; they are also tol4 that the results of
their efforts ip stimulating the dana sehat will pe included as

rart of their evaluations,

The Directcrate of Community Participation in the Ministry of
Health has put together a small brochure that describes how g
dana sehat can be started in a village. It is stressed that the
initiative for the dana sehat must come from the people
themselves and that it must take a form that in comfortable for
them; the Ministry is not trying to impose a shape or size on
the dana agehat and is dsfinitely not trying to develop a
standard dana sehat that nust be replicated all over ths country,

It is not Xnown how many dana sehat exist ip the country, what
they do, or what relationship, if~ any, they have wvith the
posyandu in theip village or the puskesmas that serves thair
area. A survey is undervay, under the eguspices of the Division
of Community Participation, which should provide interesting
information when it is complete. Thus far, approximately 600
dana sehat have been identified ia Indonesia and the returna are
only partially complete, Indeed, the area with the largest
numbers of dana sehat, Java, haa only recently begun to respond,

One exciting potential of the dana sehat is to somehow lipk it
vith the planned nationwide DUKM insurance scheme, One proposed
mechanism is that, if all the dana sehat in a kecamatan agree to
Join the DUKM, perhape by paying a bit more or using all their
collected revenues to purchase mezberships, then those dana
sehat would Poseidbly be able to yse the apecialist eervices and
the hospitsl services beyond the puskeemas. At the lsast, thay
could certainly use the pPuskesmas free of charge the vay Husada
Bakti beneficiaries are able to do now, This development might
bring the national health insurance scheme down to the smallest
rural vi lzge level, naking it one of the first plans of its
kind in the world to link a national eocial security health
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insurance plan for employed persons to the needs of rural,

agricultural, non-employed populations.

For the present, it must be said that the dana sehat are
potentially important par:ts of the healih care/health insuren-e
system, but the realization of that potential is certainly many

years away.

Private Health Insurance Plans

There are a considerable number of existing or planned private
health insurance plans in Indonesia. Their history is quite
brief, and even though some of them are well-financed, they all

have the sense of being very early-ataga organizations.

It is interesting tc note that there is currently no law that
either allows or requires the registratior of hsalth insurance
companies. Thus, the only way that a health insurance plan can
be developed and marketed, is as a subsidiary of a life
insurance or general insurance corpany which must be registered
with the Ministry of PFinance. In this _ case, the health
insurance plan is sold as- a "rider" to some other type of
insurance for the sake of formality. In some cases, a plan's
organizers don't really consider that they are actually
operating a formal health insurance plan, so they don't worry
about registration or anything of that ldnd.

There are many different types of plans but they can generally
bs classified as: those offered by commercial insurance firmms,
those offered by providers of health care services, and those
offered or managed by some other type of organization.
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(1) Insurance Companies

o Timur Jauh/Aetna
In March. 1985, Timur Jauh, an Indonesian 1life insurance

company, invited Aetna, a major U.S. commercial insurance
company, to joim it ip offering a health insurance product
in Indonesia. A small staff was yprovided by Aetna and a

comparatively small amount of capital was provided.

At first, the company wanted to offer a variety of
different kinds of policies, but had some difficulties in
developing and marketing anything but a standard indemnity
policy. There are approximately 1,000 enrollees in the
plan at the present time, almost all drawn from companies
that are already related to Timur Jauh. The plan hopes to
enroll up to 2,000 people and then take stock of the
situation, study the utilization rates, and the like.

The plan offers a complete package of in-patient, dental,
eye-glass, and out-patient services, and has developed a
kind of preferred provider network of hospitale and doctors
to which their enrollees are referred. The plan has had a
difficult time negotiating regular rate schedules with
pPhysicians and per diem rates with hospitals, as is the
case in the United States, either because the providers are
unwilling to be pinned down to a dofinijto rate schedule or
bocause they don't know what an average per diem rate might
be. As a result, the plan now simply pays for the charges
88 billed, and is watching them closely to see how a rate
schedule might be established,

This joint Indonesian-American effort could be a formidable
force in the private health insurance field, if such a
field develope in Indonesia. The Indonesian part of the
effort ia extremely well-connected inm business and
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political circles, and the U.S. part has great technical
krowledge and experience.

O Asuransi Nasuha/Blue Cross

Asuransi Nasuha is a major Indonesiaﬁ insurance company
that has joined forces with Blue Cross Insurance to ofier a
standard indemnity health insurance plan. (This Blue Cross
has no relation to plans with similar names in the United
States. It is a commercial crganization that operates
health insurance plans in Hong Kong, Manila, Singapore, and
Bangkok, and is expanding into Jakarta with the help of its

Indonesian partner.)

There are about 20,000 people enrolled in the plan, and
membership is consiantly 1ncroaaing. They market their
health insurance plan to companies that already deal with
Asuransi Nasuha for other forms of insurance, but they are
also being approached directly by companies that want
health insurance only. One of their greatest problems is
to get hospitals and doctors to agree to accept toerr
patients, becanse oftem the hospitals are full and :je
physicians don't want to be tied dowd to a formal payment
system that uses regular fee schedules. The plan has
concentrated thus far_in Jakarta, but has Tecenily opened a
branch in Bandung. They feel that they may have as many as
100,000 members in just a few yearsa.

o Ii Life

This large commercial 1life insurance firm is not now
offering a health insurance product, but i watching %he
situation very closely. (It has several people in training
with Asuransi RNasuha, learning how to operate a plan in
case they do decide to move into the field.) An actuary
with Lippo Life said that the company is very eéncerned
because there is no way they can obtain utilization data
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and claims experience data that would te adequate for
establishing premium levels, reserve levels, and the 1like.
The company is under a8 good bit ¢f pressure to develop a
health insurance product from its fisld repreaentatives who
are in turn receiving requests from the companiei they work
with. Lippo Life ia convinced that there is a market for
high-quality Privata health insurance in Jakarta, but it is
moving slowly becuuse of the lack of an appropriate
data/experience base and becauss of their uncertainty about
the final form of the DUKM lav and whether private health

insurance will be allowed.
(2) Provider-Sponsored Plans

A variety of small and somewhat informal Plans have been
created (or &are being propossd by) health care providers in
cakarta. Theze &re really more like contractual
arrangements for aservice rather than formal health
izsurance mechanisms, but a fow are included here to give a
sense of the range of activities taking place.

o Dr. Damayanti and Associates

Doctor Damayanti started her medical group about 10 years
ago to provide coverage to hotel guests apd injured
enployees. Gradually, the Lotels asked her to take on all
out~patient services for their employees and dependents,

including pre-employment physicals, control of sick leave,
and the like.

Doctor Damayanti's group is ndow responsible for
epproximately 5,000 hotel ezployees plus about 15,000
dependents. Her group also cares for euployees from other
types of companies, but her major clientele are hotel
employees. Her group provides all out-patient services,
but not in-patient; payment is a per-capita lump sum. She
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has about 30 full- and part-time physicians, and has 9
clinic locations (5 in Jakarts and 4 outside Jakarta,
mostly in or near hotele. One epecial climic is being
planned for the Kemang area in suburban Jakarta to offer
services to expatriate families). The medical group has a
set formulary of drugs and medications that can be
prescribed by its physicians, and the group conducts a

rough kind of utilization review on a regular basis.

Although there is considerable pressure on Doctor Damayanti
to expand :apidly, ebe would prefer to do so slowly so that
she can maintain the level of quality of service that she
would 1like. Altbough her group does mnot take care of
hospital 4in-patients, she is developing a 1list of
specialists to whom shec refors ‘mors regularly. She has
also been approached to build or operate a hospital of her
own, but she does not wvant to do that yet because it would
mean a major capital investment and would abaord a good

deal of her time snd energy.

o Doctor Sukardi

Doctor Sukardi is a psychiatrist who works in the
government hospital in East Jakarta and who offers several
kinds of private plans to different groups in Jakarta. His
first plan has different levels of payments and different
levels of benefits. For 25,000 rupiah per month, he covzars
a vhole family for totaul outpatient care and gives them up
to two home visits per month. For 10,000 rupiah per montk,
he covers a family for all outpatient services during tvo
office visits per month and provides emergency consultatioa
by telephone. For 5,000 rupiah per month, he will provice
all office care to ona employee during two out-patient
visits per month. He did not say how many are enrolled or
how the plan is doing, dut he suggested that this type of

arrangement has considerable fluctuations. He reported
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that at one time, he had an extensive plan for parking
attendants and had up to 50 physicians wvorking inm his group
(not all full-time), but the "boss" of the parking
attendants decided to take back the contract and set
Rimself up in business, effectively ending Doctor Sukardi'sy

venture with that group.

In his second plan, for 1,500 rupiah per month, people
living in Perumnas Depok (public housing of Depok) could
sign up for care and could come to one of his clinics
located near Depok. He Teported that this Plan is not
going well at all because people have a tendency to sign up
for a month when they think they will get sick. They also
have a tendency to greatly over-use the service, expect
antibiotics at each visit, etc. He feels that this plan
¥ill probably close down soon.

Doctor Sukardi is thinking about opening a private
psychiatric hospital some time soon, because he perceives
that there is a great nee_d for thia kind of service and a
great shortage of .beds. }gowover, he seens veary of
organizing and trying to run health plans and programs, and
does not seenm anyvhere near as confident and expansive as

Doctor Damayanti.

o Indonesian Doctors Association -
Ikatan Dokter Indonesia (IDI)

The Indonesian Doctors Association (IDI) ia getting
involved in organized health plans in several vays., Firat,
the Jakarta chapter of IDI hss opened clinice in several
locations and isg offering a type of fee-for-mervice group
practice at the locations. It is not clear just where this
will go, btut the national organization isms vatching it to

see what can be learned.
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Second, the leadership of the national IDI feels tha:
private health insurance is coming and that IDI should be
involved in it. It would like to start a Blue Shield-type
of bhealth insurance plan to cover medical services., (Blue
Shield in the United States is health insurance offerel ir
many states by state medical societies; in many areas, tne
state Blue Shield plan links up in some way with the
previously hospital-sponsored Blue (Cross plan to offer ¢
Blue Cross/Blue Shield combination.) IDI alsn feels thaf
physicians are increasingly being pushed into contractual
arrangements that are very much %o their disadvantage.
Thus, IDI would like to develop an insurance product that
it would control and which would treut pbysicians better.

o St. Carolus Hospital
As might ba expacted, some hospitals are 1looking at

organized health plans as well, and one of them, St.
Carolus Hoepital, has some quite interesting aspirations

for the future.

St. Carolus wanta to set up an integrated system of care
that would use the present hospital as a referral center
and would create several new smaller (150 bed) hospitals in
the suburbs. £Each of the amaller hospitals would have
several health centers attached to it, to which people
would come for out-patient care. The hospital would like
to link all these together in an HMO type of structure,
with per capita payments. This HMO structure would stress
health promotion and diseass prevention nn. its primary
priority.

The hospital tried to get the Timur Jauh/Aetna group to
offer the HMO to its clients, but apparently the marketing
staff found that the product wouldn't sell because the

companies wouldn't pay extra for health promoticn and
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disease prevention. St. Carolus would pot budge from iis
strong conviction abou§ the necessity to offer a health
promotion'plan, 80 nothing went further. St. Carolus does
Participate in the present Timur Jauh/Aetna fee-for-service
dlan, and aprarently has a separate agreement with one
large employer to provide out-patient services to 1,000 of
its employees in the bospital's clinics.

(3) Health Insurance Plans by Other Types of Organizations

© The Medical Scheme
This cooperative, non-profit foundation is owned by its

6,000 members. It was started mores than 10 years ago by an
expatriate physician connected with one of the embassies,
hut because he was not Indonesian, he was not allowed to
continue and it was converted into a foundation.

The Medical Scheme hires & group of doctors and maintaing a
very modern office practice with bigh standards in
Jakarta. Tha members are mainly expatriates who work for
large ~ompanies or &re higher-leve: Indonesian managers.
It costs $160 Per person ‘per year for an entire package of
out-patient care, including medications. It does not
include in-putient care, becavse most of the expatriates
prefer to go to Singapore for hoepital care if they can and
their companiaes usually purchace separate hospital
insurance plans to pay for in-patient care. In enargeancies
or when someone chooses to be hospitalized in Jakarta, the
Medical Scheme uses St. Carolus Hospital or Pertamina
Hospital which are the best in town.

The medical director says that the Scheme's qualitj of care
is probably too expensive for a much wider clientele than
it has now and it probably will not grov further. Indeed,
its membership has decreased somewhat as a result of the
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drop in o0il prices and the reduction of expatriate staff in

Indonesia.

0 P.T. Unilever Indonesia

Many large companies operate their own health services for
their employeces and families wnd many also pay for services
obtained in the community using something of an informal
self-insurance scheme, The larger employer, Pertamina, has
already bsen discussed. But because it is unique, it is
not possible to gensrslize from its case. P.T. Unilever
Indonesia, on the other hand, is a large employer that

represents much of what happens in other large companies.

P.T. Unilever has over 3,000 employees in Indonesia, and
including dspendents, it is ;eaponaiblo for the health care
of approximately 15,000 peoplo: It has three systems of
care, divided according to the level of employee: senior
manager, middle management, and staff. )

Por the senior management group, Unilever provides some
care in its own facilities, but for the most part, the
managers get their care from private physicians of their
choice and Unilever pays the bills, Unilever maintains a
list of physicians with which it is associated and to which
it would like its managers to go, but it is not clear if

managers are restricted only to the phyeicians on this
list. (For managers in Jakarts, Unilover uses St. Carolus

Hospital for care.)

The middle management group is also allowed to go to
private doctors, but arc more limited to the use of certain
physicians selected by Unilever. These physicians are
supposed to serve Unilever middle managers living in the

particular area or region.
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For the staff, who comprise 90% of Unilever's employees,
th® company provides complete out-patient care at the
work-site in the company's own clinics. They do not have
their own hospitals, but use government hbspitala vhenever

hospitalization is necessary,

Unilever spends about 58 of its $25,000,000 payroll on
health care (or about $1,250,000 Per year; this is
equivalent to about 29,000 rupiah per family per month for
each of its 3,000 Plus employees). The company keeps
computerized recorda of its employee and dependent
Population, and has good records of employee utilizatiop of
services and the cost. Employees (oxcept certain technical
levels) generally remain with Unilever for a long time, so
the company has had the opporturnity to follow a significant
cohort of employees and dependents {or a considerable
period of time. The company is vatching both the
implenentation of the new tax lawv and the new DUKM
regulations with great interest, bacause both developments
will clearly have considerable impact on what Unilever does
for its health servicee in the future.

o Plantations/Large Farms

One possible type of organized health care plan that the
consultants were not able to visit (but hopefully will te
visited by others) is 1located on large farms and
plantations, primarily in Java. It is reported that meny
of the larger sites employ several thousand workers and
that they take responsibility for an employee/dependent
population that can sometimes number up to 20,000. Usually
the maragers of these large agricultural holdings arrange
for medical care with a salarioed medical staff providing
care in clinics that are built by the plantatior itself and
located on its grounds. There is apparently one such large
plantation health scheme operating in East Java that has a
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relationship with the Department of Community Medicine and
Public Health at Udayana University at Denpasar; this might
provide a suitable site for a more detailed evaluaticz o-

even a formal study/demonstration project im the future.
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FUTURE DEVELOPMENTS

What will be the next stages in the develomment of health insurance

in Indonesia? What will the public policy be regarding health

insurance in the next few years? Within that pelicy framework, what

would be the most appropriate configuretion of health insurance and

pre-paid provider schemes for Indonesia?

-(a)

Principles Shaping Puture Heslth Insurance Developments in

Indonesia

It is impossible to predict with any degree of certainty what
exactly will happen with regard to health insurance in Irdonesia
in the next few years, but whatever does Happen, certain basic
principles will probably play a"atrong role in shaping the kind
of systom that eventually emerges. Theso basic principles are:

greater private sector participation in health care financing
for the country:

greater public/private joint efforts in the provision of health
care to the people;

significant governmental role in controlling developmeznta in
health care and health insurance;

great need tc concentrate on the primary care needs of rural
pecple who comprise the majority of the population:

increasing demand for high-technology, hospital.based health
care;

rapidly-rising cost of health care and greater needs to develop
systems to control the riss in health care costs;

greater need to concentrate more on "outcomes” and "outputs" of
health care, rather than concentrating on "inputs”/"throughputs”
as is now the case; and '

rapid advance in the social sophistication and in the
aspirations of the Indonesian people.
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With regard to the principle of greater private aector
participation in the financing of health care, it socems clear
that government budgets will remain the same or will decrease
over the next few years as a result of the country's economic
dilemnas. Given that fact and given the rapidly-rising demand
for health care in the country, it seems clear that the only
place from which more finances for health services can be raised
will be the private sector. Therefore, any future health

insurance efforts in the country will clearly te directed

towards raising more money from the private sector.

At the same time, it seems clear that there will have to be
greater public/private joint efforts in the delivery of health
care services to the Indonesian people. There is simply mno way
that either party can do the joS alone, even though many in the
country would like & predominantly bublic health care system in
the form of an expended national health service of some type.
This also raises the challenge of establishing a means to ensure
that the public/private "mix" spreads the work and the
responsibility evenly, so that all the poorest, sickest people
in the rural areas do not. become the sole responsibility of the
public sector, while all the easier, more lucrative casss in the

cities go only to the private sector.

A third basic principle for the future will be a eignificant
governmental role in controlling develomments in health care and
health insurance. The form of government and public affairs in
Indonesia, which has served the country well in recent years,
has been the governmentally-controlled and directed society.
The Indonesian society has been fortunats to have had a strong,
stable central government I{or many Jyears. There is no
indication that this situation will change markedly in the near
future. Indeed, as the pressure grows to identify health care
needs more exactly and to focus resources more sharply so that

they can be used to meet these priority needa, there may be even
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greater emphasis on central governmental Planning, control, ang
direction,

With regard to Priority needs, it is apparent that future
efforts in health care and heal+¢h insurance ‘will have +o
concentrate increasing efforts and resources on Indonesia's
rural peopls. It is here that 80% of the the population still
lives and the greatest peeds for Bervices (particularly primary
health care services) will continue to be found. Any future
system of health care or health ingurance that is intended to be
relevant to the real needs of the People must, almost by
definition, be a basically rural health care syatem.

rural people, however, the increasing demand for kigh-technology
hospital-based care must also be recognized. It is inescapable
that there will be greater interest in and demand for specialiat
services in hospitals in the cities, at increhsingly higher
cost. It is also inescapable that this will Dbecome an
increasingly izportant focus of health insurance activity,
because this is where the financial hazard +to People and the

need for economic protection is greatest,

This increasing sophistication of health care services, together
with increasing utilization of those services (at least
partially caused by the expansion of health insurance iteelr)
will inevitably lead to higher health care costs and to greater
total health care expenditures for the country. Also, the focus
of health insurance will inevitably move avay from primary
protection of the inaured from econom'c bardships and towands
the creation of a means of restraining health care cost
increases. Just as health insurance is eventually recogniged as
one of the primary reasons for the rise in health care costs,
sooner or later it will be 8een as » major means for controlligg
the rise in health care costs.
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A special subset of this cost-containment principle deals with

the containment of costs for drugs and medications. At present,
the country spends approximately one-quarter of its entire
health expenditure for drugs and medications (45% of all private

axpenditures and 50% of all Humada Bakti expénditures). Given
the fact that most developed countries operate their health care
systems utilizing only 8 - 124 of national health resources for
drugs, a great opportunity for cost-containment and resource
reallocation exists in Indonesia. The s8ingle greatest
opportunity for internal health cost reallocation exists in the
area of drugs and medications, and this will probably be a major
area of concentration for cost control efforta in the years
ahead.

Interestingly enough, this need to cut down on drug expeditures
could be very strongly aauisted’by_the government's desire to
ses the growth of pre-paid HMOs and other organized programs to
manage total packages of cars. HMOs could have a controlling
influence on drug expenditures in two different ways. Firet,
they could insist on a more limited formularly of drugs for
their doctors to use and could further insist on the use of
generic drugs rather than brand names; this means that plans
would purchase a narrower range of drugs, but in much. greater
volume, thereby increasing their ability tc¢ obtain 1lower
purchase prices. At the same time, the ability to buy generic
drugs vather than a wide variety of higher-priced brand names,
provides further savings. Second, HMOs and other forms of
organized medical practice can take a mnore active hand in
viewing physicians' yprescribing practices and can educate or
discipline physicians whose use of drugs and medications is
improper or too costly. For example, a recent study showed that
85% of all childrem troated for diarrhea received expensive
antibiotics, even though antibiotics did absolutely no good for
the viral disease in question; indesed, 10% of the time,

chlorampheniol derivates were prescribed which can potentially
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be extremely harmful to patients. If organized programs of
health services were to review thia type of practice in a
routine review of quality of care, they could disecver this
Precribing practice, and could educate physiciang not to
prescrite antibiotics (the wrong treatment, in fact) apd to
preacribe oral rehydration therapy (the right treatmert). Not

only would this be better Patient care but it would alao reduce

drug expenditures enormously.

As part of this greater enphasis on cost control in general and
drug cost control in particular, there will clearly be more
emphasis on "outputs" and “outcomes” in health care. Xo longer
will the main questions be "How much are we spending for thig or
that category of cure,” but rather, it will begin to be "What
are we actually getting back }or our investments in health?
Which particular investments in .health have the grestest

capacity to produce major improvenments in the hoaslth ststus of
the people?” 1In order to answer these questions, more attention

will have to be paid and better data will have to be obtained
about outputs and outcomes of specific heslth expenditures.

The final principle that will be shaping the future of health
care in Indonesia is & rapidly-advancing social eophistication
and level of expectation of the Indonesian people. They have
seen their country move rapidly wmhesd on meny Ironts, and rather
than make them more satisfied with what hea been dore, it has
probably only whetted their appetites for more advances in the
future. If Indonesia's future health care or lLealth insurance
systems are successful, they will also be setting the stage for
greater expectations in the future.
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(b) Most Appropriate Configuration for Future Health Insurance

Developments in Indonesia

Given these basic principles, what will be the most appropriate
configuration of health insurance and pre-peid provider schemes
for Indonesia in *he future? Clearly, it will have to be a

systenm (or set of systems) of health insurance that:

0 1increases private sector financial <contributions to
health care;

o encourages greater public/private joint efforts in the
provision of care;

0 encourages a s8trong ceantral government role in the
planning and social control of the entire health care
syetem, both public and private;

o focuses on the primary care neec., of the rural majority;

o is aware of the rising 4interest in hospital-based,
high-technology care and that plans for its controlled
expansion;

0 recognizes the. central role and powqf of health
insurance both to increase the to%tal cost of care and to
control the rise in the total cost of care, depending
upon the configuration of the insurance plan itself; and

0 keeps in mind the continuously growing aspirations and
expectations of ¢the Indonesian people‘ and provides a
vehicle for gradual, planned growth and development of

the health sector for future gemerations.

What will the Bystem look like? What will be the probable
configuration of the health insurance system in the future,
given the probable strengths of these basic assumptions? It is
impossible to say exactly what will happen, but even more
important, it is impossible to deacribe how the public policy
decisions regarding the health insurance are being made and how

they will be made in the future. Although there are many very
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decisions are being made. Mogt important, the Ministry of
Finance ang BAPPENAS have Yet not been directly involved in the
major policy discussions, and until they are, it is not clear
what the final details will be. There are gome hints of what

the future program will most likely resemble, however,

First, there will very probably he an expansion of the present
social security type of health {insurance for civil servants
(Husada Bakti) to include employees from the private sector. 1t
is not clear whether membership will be mandatory for al}
employees, but it will probably be voluntary at least in the
beginning, as the forces against a mandatory, universal social
security health insurance system seem to be too strong to
overcome at this time. Even ASTEK, for example, which has been
in operation since 1968/69, only enrolls one third of the
workers eligible for {ts program ®f benefits, even though the

law {s clear that everyone must join.

Second, it is most likely that the government will bend to
pressure from employers who want to continue operating their bwn
health insurance plans anA company health services. The quid
Pro quo, however, will probably L« the requirement that these
company plans meet certain minimum standards, that the company
plan and all {ts employees be registered with the central health
insurance plan or commission, and that the companies pay a small
fee per employee (for example, the 2% that present Husada Bakti
members pay) to the government plan., They will, in effect, be
required to join the plan, but in a different category of

membership, {f they wish to continue to operate their own plans.
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Third, and following thie principle of government supervision
and control, the government insurance commimssion (plan) will
most likely eventually exert a great deal of control over these
semi-independent plans' budgets, benefit packages, and levels cf
payment .to physicians, hospitals, and pharmacies. If the
government 18 interested in ensuring that the gap between the
quality of private and public services does not get too wide, it
will most probably have to insist on the power to set and
control most of the country's prices for health services and
commodities by controlling levels of payment through insurance

mechanisms,

Fourth, as a further means of controlling costs and influencing
the direction of health care in the country, the governmental
insurance commission will demand an even greater quid pro quo
from any private employer plans that wish to be certified as
acceptable. This will most probably include the requirement
that their services ©be delivered by an approved health
maintenance organization-type of provider that takes
responsibility for all health care needs and services for the
employee, and which in return is paid a single per capita annual
premium. It seems unlikely that the government health insurance
plan with its great need to organize health services into a
syster and tc conirol health care costs, will be able to allow
more traditional fee-for-service payments and the provision of

service under a government-sponsored plan.

Pifth, the government health insurance plan will have to
establish a national organization, hut whether this would be a
separaie structure or part of the Ministry of Health/Ministry of
Home Affaira' structure 4in the provinces and regionz is
unclear. If the plan itself is only an insurance mechanism and
continues %o "contract” (in a sense) with the Ministry of Health
facilities and personnel for service, it would moat likely

remain a8 separate entity. If the plan is seen primarily as a



- 42 -

service-delivery system (a sort of national health service), it
will most likely be operated am an integral part of the Miniastry
of Health structure. Whatever happens, the government health
insurance plan will have to determine how to manage a national
program, what type of provincial and regency structures and
personnel are needed, and how the flow and transfer of finances

will be handled.

Sixth, with regard to the need to emphasize services for rural
people, the government will need to do several things (and
probably it will eventually do them, although the timing im
unclear). The first will be to make a deliberate attempt to
enroll an increasing number of rural people, both through the
individual dana sehat and through the inclusion of oiployees on
the large farms and plantatioas. Although these twc groups will
call for different types of arrangements for payment (those in
the dana sehat through their village cooperatives and the farm
workerm through their employera) and different types of service
delivery systems (the dana sehat at the posyandu and the
puskeemas, and the farm employees at the employer-provided
clinica), there should be a natural linkage of these two
groupa. It may be possibile to pool finencem in a region or to

ghare services either at the puskesmas or the employer's clinic,

Government health inaurance (and posaibly the Ministry of Health
itself) will alaso eventually have to make a preferential
reallocation of funds (on a per capita basis) away from urban
areas and towards rural areas. The problem here is that the
urban areas tend to "pull” or attract much more funds than the
rural areas because there are more expansive treatment
facilities in the urban areas: Existing urban hospitals attract
patients, further servicea are developed to care for thess
pratients, more financing is needed, and Tinally, more money

flows to the urban arsas.
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Although there has' been 2o formal discussion of this prodlenm
yet, 1t is clear that 4f the goverament policy of giving
priosity to the primary health care needs of rural people is to
be carried through, sooner ur later it will have to face this
problem of the intermal reallocation of funds. A nationel
bealth insurance mechanism cau actually =ake this reallocation
sasier in many ways. PFor sxample, if urban employers are given
the opportunity to “opt out”™ of complete participation in the
national bhealth plan by paying a pavrtial premium, their partial
premiums can be ear-marked to subsidize rural populations’
participation in the program. In another wany, if the generel
fuzds of the insurance plan are used ic “coutract®™ with or
reimburse the Ministry of Health for providing services, the
internal allocaticn of those funds withim the Ministry of Health
itself might be nbro heavily veZahtud tovards the rural sectors
of the Ministry's serrvice network. .

The Resource Allocution Working Party (RAWF) formula for the
central allocatiom of funds within the Hationsel Heulth Service
in PEngland is a good sxample of wvhat =night be develcped
regarding the blending of sconpomics with epidemioclogy. The RAWP
forunule merely says that those areas with more people, moTe
poverty, higher mortidity and =mortality, and more vretired
people, will get proportionately more funds per capita than
other areas because they are clearly worse off and need
intorvention more acutely. As health conditions and indicators
of sickness and disability bdegin to 4mprove, preferential
treatment begins to diminish for these goographic areas axnd
ghifts to other areas of need. The RAVP formula bas a number cf
intripsic Adifficulties and critics, bdut <the necessity to
establish a system for the orderly internal reallocation of
funds derived from healtb insurance is a valid .poi.nt.
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USAID OPTIOKS AND OPPORTURITIES POR THE FUTURE

Toere is no way to predict which scemario will unfold 0> what
Bpecific developments will take Place for health  insurance iy
indonesia. It is clear, hovever, that USAID can pley tvo izporips-
roles in this seriss of events. One is related to policy developmers
and the other to policy implementation.

Although important policy development decisions are being discussed
and perbaps made, the process by which they are takding place is
obscure. A well-organized body of data and facts upon which policy
assumptions cen be based ic also lacking ang it is clear that policy
options are not being vigorously discuased in a vey that tests their
usefulness and validity. Although there oeoms to be some
consideration of major nev govermenptsl endeavors in heerlth
insurarce, a careful anklysis of the fiscal and patient care impacts
of this rather massive new effort has not been launched to the degno
that would bs appropriate fo- an undortl.!d.n‘ of this ngnitudo and
importance.

The most useful role that USAID should take at this poimt is to
aseist in the development of the public policy process, iz order to
belp assurc the goverzment that the most appropriate public pcliey is
being developwd and trat the appropriste degres of plannirg and
Preparation hata been carried out before the policy is implemented.
Tho role USLID should play can best be described in tems of the
usual steps fcr the development of any significant uational policy:
(1) 4dentification of all parties, Yotk within ond outsids
govergment, that will bave a major Part in the outcemes, either
through initiating actions or being effected by them; (2) development
of a cooxdinated, cooperative process of discussion and deliveration
azong interested ministries and groups, with a clear uSderstazding of
the process by which major nationsl policy will be settled; (3)
accunulation of appropriate background dats and factas to approach the
policy decision in questionm; (4) identification of all the zajor



policy options and alteinatives that need to De considered; (5)
careful costing and estimating of the finances xecessary to carry out
each ‘policy opiion or alternative; and (6) selection of the most
appropriate policy option for the country and development of a

loag-range plan for its izplementation.

Frobably the most useful way for USAID to help ip this process is to
provide financial support for the studies that will be wuecded to
evaluate the alternetive policy options that are developed. USAID
should not attempt to steer the ultimate policy decisions towardsz one
option or another. Racher, its active support should dinclude
technical aszistance and research funding for studiass sponsored by
important purties, particularly those studie¢s that cannot be ca-ried
out at the present time using local funde. USAID might also taka the
lead in bringing togother the various axternal doznor osyganizations
and agencies (mamy of whom are individually tallding about funding one
major health economics study or another) so that their afforts can be
better coordinated and integrated into a wmore clearly delineated
Public policy process. Becaus¢ many’ of the ministries and planning
bodies that must be involved 4in a decision of %his xlgn{.tudo are
already overloaded and are utiliging already-strained resources,
CSAD night provide Zunling ‘for additional staff to wosk oz this
project, either domestic, foreigm, or both.

Oncs this important phase of policy dowvelopment is a completed and a
rational, thougbtful, well-defended nstional poliey <for bhealth
insurance has been decided upon, numsrous activities that will deal
wvith policy implementation will be launched. Although it is
impossidle to know the exact type of public policy that will be
developed, three basic areas will need furthsr assistance. JFor sach,
& project or program of USAID assistance is outlined. These basic

areas aAre:

© the development of a central health insurance organization to
operate the government health insurance plan and to

supervise/regulate private plans;
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——— v ¥ " devilopment of zultiple "model” plans throughout the

countzy in order to learn which tYP¢ of plan (or which
Bixture of Plans) will  best ervs the goals of the
previously-agreed upon Fublic poliny; and .

0 the develommeat of an SScurate, surrez: heplth esondzise ipep
base and analytical capacity, so that cu-rent events can be
effectively monitored end future development cap be
effectivelj Planned.

(a) Develovment of Central Government Inaurance Plen (Commission)

Whatsver form the goveroment health plan takes, it will pe
Decessary io lhave a sirong, vell-managed central inpsurance
organization. This organization 23y bde locatad directly in the
Minigstry of Health or 4t =2y be a separate body (as Husads Bakti
is nov). But whatever iis form, it will have to CErry out a
suzber of major tasks and will need assirtance with al} of
thex. These tasks are: (1) development and operatiom of the
gcvermment-sponsored health insurence Plan (Huudt Bakti and 4ts
sxpansion);: (2) devslomment’ of siandards and means of
registration for Privateoly-sponsored health insurance plsns; and
(3) mainispance of accurate data systems on costs, utilizatioz,
and outcomes for all thoce insured in the count:sy, whether under
the government or private plans, iz cooperation with the bromder
bealth economics institute described delow.

In the first function, the current Ranageaent and operation of
the Husade Bakti program will have ¢to Ye considerably expamded
and @trengthened if it is to take on a nationwide role for
Prirate employees as well as civil servants. Extensive revisvs
of other countries' central national health insursnce
organizations will bave to be conducted <¢o determine which
structure fits Indonesia's nesds best. Considerable on-site
vorking experiance with these various organizations will have to
be obtained by key Danagers on botk a “"crash® basis, and throngh
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longer~range training programe to develop future management
skills. Also, numerous short-term technical experts will have
to be brought to Indonesia to help solve specilic problems thet
may arise in the early phases of the expanded plan's operations.

¥ith regard to its regulatory functions, the govermment heal<h
insurance agency will have to establish standards for private
insurazce plans and a means of certifying and registering thex,
es well a3 a means of monitoring their performance. Tha idea
here is that ths egency retains the right to axpect compliance
with certain standards before a license or a permit to operate
.is given to a particular hewlth insurance plan. It is a common
procedurs in many countries, including the United States, and is
a relatively simple wuy by which ’tho agenpcy can be sure that all
henlth insurance offo:’té in the country are supportive of and
fit into tbe nztioznal heelth systez plaan.

What should thoss standards be? Basically, any aspect of. the
financing or provision of health care can bs included, as well
as all sspects of the organization of the cumpany iteelf. TFor
exanple, the government hoaith insurance, agency cas setain the
pover o rsviev all the Zinances of ths heelth izsuraxce plewn,
to review its use of resources internally and axtsrnally, and
approve any changes in the premium structure. In this pense,
the health insurance plans become scmething like a regulated
public utility, in which all aspects of the business, including
the product being offered, the charge for that product, and the
amount of profit taken, cen be subject to regulation.

If a less controlled situation is desiradle, the standards can
deal more with the content of the insurance function itself, and
not sn much with the way in which the company is organized or
the amount of financs it accumulates. In this situation, the
standards would deal, for example, with minimum packages of
benefits to be offered, standards of performance for the
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insurance compazy (for example, how quickly does it pay claims,
vhat percent of claims are rejected by tho compazy, and the
ezistence of a clearly-des:zribed appeals process, Vheredby the
insured can bave some ability to contest az otherwise unilateral
decision on <the part of the plen 4o deay beaefiis)., The
standards can insist that the Plas meintain certain levels of
financiel reserves iz order to assure their long-tern viabilisy
and it can require the approval of prezium rates as well as
rates of payment to the various providers. It can insist that
the insurance company have a meana of revieving the quality of
care being provided, even if that only mesns that the insurance
company requires that approved Providers have such systems ip
operation in order to become a gualified provider for the plan.
The standards can require insurance Scompanies to have written
agreements wvith various providers, such a&s hospitals, that
clearly state the plan's obligations to the providers and the
hospitals' obligations to the Plan snd it Vbeneficiaries.
Pinally, the standards-setting capacity of the govermment bealth
insurance agency can require thnt'only Bealth =maintenance
organizations be allowed to Participate, or that every health
insurance plan, regardless of its origin and its main insurance
package also offers a health maintezance progran option: In a
vord, this regulatory function can make the government health
insurance agency into a public utility commission (regulating),
a licensing commission (setting organizational standards), a
rate-setting agency (controll.ing the premiums and the amounts
and kinds of payment to providers), or scae mixture of all
threes. Each of thsse regulatory sub-functions can be extremely
complex in its own right and can require a great deal of
sophisticated technical assistance from USAID if the function is
to be done well.

With regard to the maintenance of an accurats data-base (42
cooperation with a pational institute of health economics to be
described below), the central health ipsurance body will
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eventually bave to: develop standards for informatiop for all
insurance plass in the country; bs able to gather and integrate
the required data; monitor and analyze trends of expenses,
utilization, and outcomes; and report back in timely fashion %o
policy-makers peeling this kind of informetion. This task will
Trequire considerabls assistance for developing and maintaining
adequate information systems, as well as analyticel skills for
revieving the data and meking relevant policy decisions. (This
task is by nature a longer-term and probably later-phase task
than the previous one for the centrsl d4nsursance plaz or
commission; the others are more urgent in that they involve the

initial creation or expansion of +he plan or commission.)

Again, short-study tours, longer~term overseas training and
experience, and ip-country technical aasistance will be
required. In addition, assistance will probably be required for
the purchase of computer equipment and support systems.

Develovment of Model Health Insurance Plans

A sacond major aresas of potential USAID involnmnt' would be
asaistance in the. development of several different types of
health dnsurance plans <hroughout <he countsy, th  the
subsequent comparison and analysis of their resultz. The major
types of plary requiring assistence, in order of priori*y, ars:
the DUKM pilot project in Jakarta, the dans psebat in rural
areas, a plan for a large plantation’ or famm, Pertamina's HMO,
private employsr plans (s.g., P.T. Unilever), ths Indonesian
Doctors Association proposed plan, and St. Carclus Hospital's
health maintenance organization plan.

The most important aspect of the creation or support of these
pPlans is that they be developed within a gengral framework of
resesarch and evaluation. It is not sinply the creation or
support of an ipdividual plan thni is important here. Rather,
it is important that the experience be well documented, that
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information be gathered in a uniform fashion that allovws
comparison, and that analytical comparisons can de made of their
Telative etirengths and weaknessea for 4iffevent populations or
sutpopulations..

Vhat types of information should be gathered on tue models?
FPirst, there should be & complete description of :-: Populetion
being served, so that there aTe vays to adjust the outcome data
according to differences ip the Population. Kext, there ahould
be complete data on the financial inmputs, that is, the premiuma
that are paid or the various additional funds that are made
available to the plan, from vhatever source and for vhatever
purpose. Then there should be complets data on the interpal
activities of the Plaxn itself, both ¥ith regard to its of
Tésources and the way in which its bhealth urv':!.cu are
pProvided. TFipally, there ahbould be dotailed data adbout both
"outputs” and “outcomes”; that is, about the utilization of the
various kinds of services by individuals and fanilies. together
with some consideration of the impacts of those services on the
Teal bhealth status of the Pecple being served. (HEere,  for
example, it might be advisable to document the amount of fanily
Pianaing sesrvices provided within the framework of tbe plan, and
to monitor the birth rate of women of child bearing age among
the various plans, to ses which one does a better job.)

At this eerly point, the research and evaluation design should
not be ¢oo complicated, and there should pot be active
consideration of special substudies of a very eladorate or
sophisticated nature. The first gtep is rather to establigh a
80118 data base that accurately descrides the gezeral ¢xperience
of the plan and the population in the various sodels; the
Tesearch model would thus be more descriptive than experimental
in zature. Later, after a solid base of general descriptive
data is estadblished, the govermment health insurance plan can
begin to alter the experimental models in different ways to
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.provide different stimuli or incentives Tor certain behavior,
either on the part of patients or providers, and then document
the results.

¥hat are the mejor individuel models that should be developrd
and what will be needed for each? The most urgent need for
assistence rests with the DUKM pilot project 4in Jakarta.
Originally planned to cover almost a million people, it now has
-fewer than 10,000 peopls enrolled and by all accounts is doing
rather poorly. There iz a need for powerful short-term
asgistance in marketing, finsancia) flow management, and quality
of patient care, the three arsas of major deficiency at the
present time. Unfcrtunately, there is no time for the luxury of
short-tern or longer-torm overse.z training and experience; the
enphasis muet be on immediate, hishl;-mkilled, cti-site technical
assistance in Jakartes if this rapidly-da‘tariorati.ng situation is
to be turned arcund in time. The feilure of this pilot project
would destroy the credibility of the government‘'s plan for
expanded bealth insurance for many years to come; bhence, the
nsed for expert short-term tochnical assistance.

Tne DUKM pilot project in Jakarta haa been described as an HMO,
but it should be clearly understood that it is not an HMO., It
does not bave an enrolled population in a closed-risk ByBten
that operates facilities that are directly tied with the
insurance functior by some =mort of risk-sharing mechanism.
Instead, 1t is & rather loose union of. & publicly operated,
contributory mocial security dinsurance systea for teking 4in
revenues with the ltnand govarnmental oystem for providing
bealth services through government heslth facilitiez. The model
is very useful froa that point of view, but it should be
described as v:iat it im, not as an HMO. Like all Qther models,
it ahould document carefully which people ars enrolled, hov they

utilize the services, and what the outcomes/outputs really are,
but before all else, it must be accurstely described as a model.
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Probadly more importent for the longer term 1s the development
of a pilot project im one of the provinces involving the dana
sehet. Here the enphasis should be on learning how ¢o develop
the dens sehat themselves &8 contributory schemes for nationa)
bealth insurance and how to link these dana sehat with the
posyandu and the puskesmas. Cozaiderable effort mhould de
devoted to community development and parketing, dues collection
and financing, and developing & systes of primasy care services
-that is equal to or bdettay thar whut nov axists. 4s with all
the other nodels to be described, o good gyatem of data
collection that would allow for accurate monitoring and
evaluation will also be necesaary,

What wculd a model dana schat Froject look like? Por exanmple,
according to current government yfm. @ province thst 4g
interested in trying something with th-o dana sehat Right be
8ingled out. The provincial authoritios would contzet all the
districta and Particularly the bupatis in each district to smeo
if they are interestsd 1n developding their daua sehat,
Resources could then be put together ¢o develop a standard
Peckage of benefits that somebow paralleis the nationsl model
standards. (In the Frovincor and the k;bupltons. these wonld
clearly involve tha posyandu, <the Puskesmas, and the district
hospitals in gome fashion). Then, some of the kabupatens could
be selectod as Pilot arces, while others would be held as
"controls." In the experinental aress, a mjor effort at
marketing and comnunity organizationm might ‘be launched through
the area's puskesmas. This nmight eventually 1lead to o
pPopulation of 10,000 to 20,000 or more boing enrolled in o
village-based coopsrative purchasing scheme, the object of wvhich
is to enroll é¢veryone in o village, and as o result of that
participation, earoll them in the nutional health mm;nncc plan
itself. 4u with a1} the other plans, date vould have to be
collected carefully, both on the mechanics of setting up and
operating the Plans, and on financing, utilication, and
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outcomes. Depending upon the degree of cooperation, the gigze of
the province, and the amount of resources availadle, it mi{ght be
advisable to ¢ry the scheme in a pumber of districts or
kabupatans so that the total emrollad population in the entice
province might reach as much as 50,000 or more; more then that
night stretch the capacities of the research teazm, and even that
nunber might prove to be too many to deal with, certeirly at

first.

Again, it should be realiged that this model is not a test of an
HMO, as it is not really a bealth maintenance organization that
is being developed. Rather, it is a linking of a village-based,
cooperative purchasing fund with the already-existing government
health aservices in the posyandu, puskesmas, exnd district
hospitals, with the connecting .—link being the national heclth

insurance structures.

A sizmpler but equally importsnt pilot project would involve two
or more large farms or plantations. Because marny of Indonesia's
Plantations employ thousands of workers and care for thousands
of dependents, the availability of a suitable population would
not b» a prodlem. One plantation or fara might serve as a
control, with a full-time, completely-salaried healith service
providing services in plantation-owvned facilities using
plantation-provided drupm, In another setting, the plantation
or farm nmanagers night be 4interested 4in contracting out the
respensidbility for these services to private providers in the
surrounding area, so that the plantation or farm is settirg up a
sort of “"preferred provider” system for its employees. PFinally,
in a third setting, the plantation wmanagement might be
sncouraged to contract with an outside bealth maintenance
organizaticn (such as Pertamina) to provide g§ complete package
of services, under contract and under a per-capiia reinbursement
scheme. As 8 result of using the plantation/farm organizational
base and population, 4t might thus be easy to teat tkree
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differeut types of systeus (ezployer-operated, fee-for-service
under contract, and EMO under per capits peyment) on three
similer populstions. ’

The opportunity to wosk with the developing Pertazine MMO
rerresents a different type of activity. Here the facilities
elready exist, as does tha dasic ropulation to bs served. VWhut
ts needed is technical assistance in converting the present
facilities and personnel into a real H¥O, and more important, to
document the population’s actusl experience under the HMO
systen., WVhile 4t should be apparent that the Pertsamine
situation does not represent the average Indonecuian conditior,
it does =—epresent an excellent opportunity to observe the
develomment and operation of a nationwide HMO and to learn adout
costs, ‘utilization, and outcomes 4in & long-term eonrolled

ropulation.

In the same fashion, USAID should try to seek out cne or two
other large employers (such as P.T. Udilever Indonesia) to study
their experiences in contrast to Pertamins enf other Private
insurance plans. Although these companies SRploy large numbers
of pecple, they are novhere near the size of Pertamina nor would
they heve a vell-organized EMO providing services to them; their
groups would be smaller and would include more traditiopal forms
of company medical services mixsd with fes-for-service care. By
linking up with the ongoing data-base of a fevw lsrge ocmpanies,
it =might be relatively oeasy to cbtain another important
conparison population for study.

In many ways, the experience with thess large company models
would be similar to the models developsd on the farma or

Plantations, but the difference would de that tiese, companies
wowld more likely eerve urbam populations living in scattered
Frivate accomodations and not grouped together dn coRpany
housing. They might much more easily develop relations with
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aany physicians and hospitals, since there .are more likely to be
many providers in cities. In many ways the situation might be
similar to the farms and plantations, dut 12 & pumber of
significant ways they might also be quite different.

If possible, ¢two Zfioal groups should be eesisted in their
interest in developing health insurance plans because they are
both potentially quite dinfluential 4in the development of
Indonesian health dinsurance and because each is talking about
developing a quite different type of plan.

The first group ias IDI, the Indonesian Doctors 4Association,
wvhich would like to sponsor and operate a Blue Shield type of
fee-for-service health insurance plan for physician services.
This plan would actively invoive physicians in the field of
health insurance, both individually and through their medical
associations. This would provide thema with a great deal of
badly-needed education and practical experisnce 4in the mechanics
of bhealth insurance and would .azsure the involvement of one of
the major professional foroes in the country in the develomment
of health insurance in general. Since the eventual plan would
T=obadly be a fee-for-service type of plan, it would also allow
for consideradle cross~comparisons with other types of plans
organized along HMO lines.

St. Carolus Eospital, on the other hund, represents the msjor
private hospitel provider in the country, and would like to opet
up & private, non-profit hospital-operated HNO. Becsuse of its
considerable prestige, ita groat exmphasis on beoalth promotion
and disease prevention, and its hospital-sponsored HMO nsturs,
this plan would provide another very different <type of
experience from which Indonesian policy-nk’.ra could learn a
great deal. Vhile this proposed plan 4is probably the least
important of all those previously amentioned, it repressnts such
A unique situation in Indonesia (private non-profit hospital
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sponsor) that it may be worth o study in order to brosden the
"niz" of model programs.

fach of the model programs taken individually provides a new
insight into the health insurance situstion for the future of

Indonesia, and each provides valuable informatiom both about
populations and adout systems of service, es wall as practical
experience in the estadblishment of individusl programs. Taken
together, they would provide a rich and varied framevork of
Progracs and payment schemes, ag shown ¢a the next pege.

Each of these situations will be 8lightly Qifforent, as will de
each of the populatiozs, certainly different enough so that the
overall picture is not cme of a carefully-controlled azd
designed research effort, with nimilar populations receiving the
same experimental stimuli in the sanme }azhion. Bather, what
would develop would de a §Toup of different types of Irograms
caring for different populations in slight to markedly-different
fashicns. Each populatior, bowsver, would de docunented by the
sane data bdase, az would the financinl 4information and the
output/outcomes data. They would not bo perfectly comparable
situstions and populations, but as a first-stage description of
the zituation in Indonesia, as a first exploratory phaso of what
is possible, vhat might work, and what doesn't, it counld bde a
very ueseful contridutica to Indonesia, laying a #0144 fourdation
upon which future generations might Dduild ia an oszderly,
thoughtful, and well-planned fashion.
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Jakarta, pro-
bably more
middle class
and suburban

premiums with or
without employee
participation

Progras Population Means of Financing Means of Providing
Model being Served the Services the Services
Rusada Civil Social security Ministry of Health
Bektd servants collection of standard facilities
22 of salary '
DU Private Social security Mipnigtry ol Health
(expanded enployees collection of facilities (perbaps
Husada 7% of salary per with special hours
Bakti) family or Rp2,500 or accomodations)
per person
Dana Sehat Rural village Village=based, Minigrry of Health
dvellers cooperative facilities (PosYandu,
purchasing funds puskecmas)
large farms Rural, Employer-paid (1) Eaployer-provided
and planta- employed (perhaps with services
tions populations employee contri- (2) Eaployer—contracted
wvorking on butions) services (fes-for-
large famo service)
and (3) Employer—contracted
plantations services (HMOs on a
per capita reim
bursenent basis)
Pertamina Pertamina Employer payments, Well-organized “reai”
ezployees and perhaps with M0
exployees of enployee
other perums contributions or
participation
large urban Employees Employer payments, (1) Employer-provided
employers of urban again perbaps with services
companies employae sharing (2) Eaployer—contracted
living in or participating sexvices (fee-for—
dispersed service)
housing (3) Employer—contrzcted
services (HMOs on a
per capita basis)
Inl Private Employer Fee=for—service
(Indonesian enrollees, contributions to paysents to indi-
Doctors poscibly insurance preaiums vidual, independent
Assoclarion) employees of with or without pbhysicians and hos-
companies, enployee pitals
probably urban participstion .
St. Carolus Private Ezployer contribu~= Bospital=-sponsored
Hospital enrollees in tions to insurance HMO
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(c) Devaloment of gn Accurate, Current, Health Economics Data Bane

and Analytical Cavaci tv

Before any Dajor health insurance effort is undertaken ip
Indonesia, 1t w1} be essential to establish a contralizes
system for zonitoring the bealth economics of the countsy,
Without up-to-date, accurate means for monitoring the flow and
utilization of financial resources for health, the develoment
©of & health insurance Dechanism will provide a major wohicle for
increasing health care costs and expenditures, without baving
any means of monitoring current develomments or of aprropriately
Planning for future developments in the health sector.

At present, Zany governnent agencies and international snd donor
gToups are studying verious pu-tn"'of the health econonics
Picture in Indonesim, but thers is 2o one central coordinating
body where al} thiz diverse information is brought togather,
Further, there is not yest a clear vay to feed existing health-
economico informaticn into the country’'s ‘policy develomant
apparatus. It 49 not clear whether a central collection and
analysis unit should be located in BAPPENAS, the Ministry of
.Health, the University of Indonesis, or sozevhere else, bhut
there clearly is a need for such & function. This wnit should
aave the Power to require mandatory Teporting of certain
necessary information, and to be clearly seen as an integral
rart of Indonesia's health policy devslopment apparatus,

Basically, three jdads of information are Recessary for an
adequate health economics and zoritoring systexm: inputs
(revenues), throughputs (expenditures), and cutputs (ocutcomes).
In the Past, whatever informatiou bhas been collected in
Indonesia has concentrated on the first tvo categoyies, with

little time or energy spent or outputs and outcomes. It must be
stressed that 4f any bealth eccmomica data are to be collected,
the most important are ultimately the ouput/outcome data, even
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- though the immediate pressures are to Ikmov what currens
expenditures are.

For "input” (revesue) data, the health ecomomics center should
monitor bow much finance is coming into the healtd seztor from
tazes of various [kinds, insurance preziums (both public and
private), foreign aid, ezpenses for health made by exployers,
and direct cash payments (cut-of-pocket) made by individuals.
It should be stresced that this basic information is quite
different from the expenditure/budgetary/"throughput” data that
are usually collected. “Input” (revenue) data reveal bow much
finance is coming d4into the health sector; "throughput”
" (expenditure) data tell what the mOney was eveantually spent on.

For "throughput” (expenditure) irm. the expenditures of various
governzental agencies connected trith.hn.lth, broken down by
organizational wunits, by typss of program (immumization,
improved sanitation, etc.), and by funetion (training,
constructicn, travel, purchase of supplies, etc.) must bde
collected. These data must then be brokez down by level of
governneat, with specific accounting for total  health
expenditures (public and private) at the provincial level and
eventually at the regency level. '

Por "output® (outcome) data, informstion on the results of the
wvorkings of the health care system in the country, and the
results of the investuents of financial resources in certxin
places and in certain ways must be collected. An accurate
accounting of the specific 4items of service delivered is
essential, but perhaps even more important (although infinitely
more difficult to obtain) is outcome data (that is, data that
measure what happened to the health status of the people as a
result of the “outputs®™ or services dolinrods. This type of
data must be able to be dimaggregated in the same fashion xnd
along the same limes as the expenditure dats, so that they
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pecome relatively easy to measure (for exasple, the anount - of
money invested in communicable disesse control in a Particular
province or district, and at the same time to relate that
investment directly to the "outputs”™ and outcomes for that
effort in the same geographical or organizational umit), "mis
last step, the ability ¢o disaggregate gross “input” gnd
“throughput” data o that they can be easily relsted to
particular prograz c.jectives, population subgroups, or disease
_conditions, sbould be the ultimate objective of the monitoring
efforts of this bealth economics data center, wherever it is

located.

Vith regard to health insurance specifically, this conter shruld
be able to require that all insurers in the country provide
uniform data about their inputs, thi’-'oughputl, and outputs. It
is to be ezpected that most private concerns will be unwilling
to provide these data, but it is essential that they be made to
do so as a condition of being allowed to Tegister as an
acceptable health insurance Plan in the national health systen.
Without this information, the country would be missing at least
balf of 4its available health economics data, and the most
vigorous, rapidly-moving, and powerful half of the data at
that. If there is to be a bealth insurance effort in the
country and if it is to involve the Private sector at all, it is
essential that these data dbe included.

A final source of input and output data would be some type of
bousebold survey carried out from time to time throughout the
country, prodably on a small, bdut select sanple of the
Population. In this tYpe of activity, information can be
captured with regard to the actual anount that individuals spent
out of pocket on bealth care during the Preceding week or two,
as vell as information about what portios of the famidy's total
income this reprosents. This household survey can also gather
inforzation about the number and type of health care services
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received by the family in the previous week or two. TEis
household survey might well 1lead itself to od-going market
survey research efforts being carried out by private commercial
ontefpriuu throughout the country.

Obviously, the creation of this type of center will call for a
treamendous omount of assistance and support from USAID and
others. The tasks to be accomplished in establishing this
center are:

o identification of the rountry's policy-making process for
health and the decision on wbere the nev center should be
located within that process;

o identification of already-existing streans of data that can
be used as they are or with modification, @04 the
identification of new streams or items of date that need to
be collected; ]

o establishuent of regulatory guidelines %0 enadle uniforms
collection of needed data from various sources; )

o establishment of the center itself, together with computer
equimment and support services as necessary;

o creation of the analytical capacity to reviev and monitor
dsta as they arrive, in order to determine current
activities and trends over time;

o develoment of a osystem for the publication and wide
dissenination of both the data and the results of
analytical studies of the data; .and

o develoment of a capacity to commission special studies for
specific, “"one time" data that might not be readily
available without suck special efforta. The degree of
support for this particular center and its activities 1is
immense, and will probadly bave to bo shared with other
sources of support such as the Hiniltry‘ ©f Health itself,
the Vorld Bank, the World Health Organization, and other
agencies and international groups.



7. URGENT TASES FOR THE NEXT TWELVE MONTHS POR USAID

There are specific areas that will only be amrenable to influence
vithin the next twelve months. These areas require USAID's immediate
attention and involvement over the next year. They are:

0 assisting the government to open up the policy process so
that all appropriate options can be considered, costed, and
evaluated against other optionms;

© assisting ir ‘che operation and managenent of the DUKM pilot
Froject in Jakarta; and

© cooperating and assisting with the Pertamina HMO so that it
develops appropriately, so that its date ond experience are
available to the rest of tho‘ country, and so that it develops
within the general framework of total health planning for
Indonesia.

It cannot be stressed enough that the Fresent policy process is not
including all the rarticipants who will be necessary for the eventual
develorment and survival of a naticnal health imsurance schexme. A1l
poasible options are 2ot being considered in an oxderly end rigoTous
fashion, nor are the financial anpd patient care implications for the
country being documented or Frojected. USAID can play a vital role
in opening up this process to all the involved and affected
participents, and in ingisting that the ‘appropriate evaluation of
options and planning of programs be conducted. Indeed, USAID za; dbe
one of the few .agencies that can assume this role, because it
(together with WHO and World Bank) 4s & neutral “outsider,” with no
veuted interest in one partizular solution or another, and whose only
interest is that the bdest optiem for the country be selected and
Planned as carefully and thoughtfully as a project of this magnitude
should be.

It is also essential that the DUKM pilot project in Jakarta be turmed
around quickly, certainly within the next tvelve zmonths. At present,
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it appears to be going badly and {f it continues on this present
course, it probably will not survive, A very visgible failure of an
importunt pilot project, taking place within fulf view of everyone
impcrtant in the country, would b« a major getback to the prestige of
the Ministry of Health, which has been seen to be sponsoring the
pilot project, at least in part.

If possible., USAID should get the present DURM managers to agree that
without well-organized, vigorous, expert technical w8sistance, the

pilot project will most likely not gucceed.

USAID should become involved with Pertamina for thr. purpose of
accomplishing two specific objectives. Pirst, it 1is clear that
Pertamina will probably develop itr plan and that the plan itself
will become a major force in the country., It will (or at least, it
can) also be a major source of information about the health needs of
the population over the long-term, the costs of providing care to a
large population in Indonesia using a pte-paid health plan, and the
ultimate effects on the hea;th of that population. It must be made

clear to the leaders of Pertamina at this time, when tﬁiy are setting

up their program, that they have a unique opportunity to provide a

vital service to the country: the careful documentation over a long
period of the health experience of a large population, together with
careful documentation of the costs and outcome., No one else in
Indonegia has the opportunity to do what Pertamina can for the
country, not now and probably not for a long time in the future. If
this opportunity is missed. for whatever reason, the country will be
deprived of an important source of hard data upon which much future

planning can be based.

USAID should also keep Pertamina involved and in partnerghip with the
government's efforts for a national health system. Although it will
be extremely difficult, USAID should carefully evaluate how these two
vital forces might be brought together, both for the future of the
two entities themselves, and more important, for the future of all

the Indonesian people,
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