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I. 

INTRODUCTION
 

This report analyzes the coverage, benefits and expenditures and
financing of the 
Peruvian Institute of Social Security (IPSS) medical
 
care program against the background of Peru's continuing economic
crisis that has substantially reduced the 
institute's revenue base.

The report conc]udes by comparing Peru with other Latin-American
 
countries that confront similar problems developing medical 
care under
social security !rograms and recommends w-ays to improve the program's 
current Situat ot. 

Medical covec..pe provided by the IPSS program is among the lowest

and nost unequally 2iutributed in Latin America. Yet its costs 
 are
ariong the i;,I.f region. legally
in the Despite mandaLed

contrioutiOn r'lt"S for employers and employees exceeding the Latin

American average, the program began operating at a deficit even when
the Peruvian economy was relatively healthy and did so continuously
from 1577 th rou 19 4 . Dramatically deteriorating real wages and
widespread norcc- e,--tion, especially the government's failure to payits own0c eni contributions, eroded revenues while highadministrative arn iierscjnel costs, inefficient hospital services and
expensive outside contracting increased e:penditures. By 1983,despite a 
 pat ern of regular borrowing from IPSS pension and
disabiaity rc' 'wL': to cover its deficits, the medical program had
virtually exhaus:trd its contingency reserve. 

In its two 
years in office, the previous government made
 some efforts tc udress the 
system's problems. In 1983, it partially

acknowledged delinquency. began paying 
its employer contributions,

and prohibited further transfers from the other IPSS funds. In 198'4,
it enacted a i.-. .ercent increase in contribution rates, extended 
coverage 
 to chiiren through age fourteen and increased sick pay

benefits, and errr.itted more enlightened and profitable 
 investment
 
policies for the medical program's reserve funds.
 

Since 
 takir>7i over in m-d-1935, the new IPSS administration has
adopted measL:res to 
discourage evasion of contributions and payment

delays, to im-rove 
 efficiency, and obtain
to more accurate

information. Ur-c.er the presidency of Dr. Jose Barsallo Burga, 
a key
APRA leader, IPiK'. is now in 
a favorable political position to lower
 
costs, expard coverage and 
increase the efficiency of its medical
 
program. And ir ;eed in 1985, 
 the program produced a surplus for the
first time in te:-, t-ars. However, 
 without substantial improvement in

the organizatc:, arid 
physical infrastructure of the program, it is
doubtful that tlie measures taken so far 
will be sufficient to restore

the system to a Lie financial balance.
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II.
 

POPULATION COVERAGE AND BENEFITS
 

A. Legal Coverage: Problematic Statistics
 

Peru's largely unified social security system under the IPSS,

created by the merging of several funds in 
1973, is legally mandated
 
to cover all salaried workers 
in the public and private sectors, as

well as members of cooperatives and para-statal enterprises. It does
 
not include several groups with independent programs (the armed
forces, police, fishermen, jockeys, 
and employees of such state-owned
 
enterprises as Petroperu 
 and Centromin). Until 1984, dependent

coverage was 
confined to the spouse'. maternity benefits and limited

health care for children under one year old. A 1984 statute extended 
coverage to the 1-14 year old children of the insured, starting with
preverntdve health services, ambulatory care and medicines. All those
receiving IPSS pensions are fully covered by the medical care program.
The se]f-employed may also now join 
 IPSS through voluntary

affiliation as may those who 
no 
longer qualify for obligatory coverage

and have no r iiht to receive a pension. There are thus five insured 
groups, two Cl" them economically active (salaried workers, and the

self-employed or optionally insured) and 
three economically inactive
(spouses, ch:ildren to age 14, 
 and pensioners). Although pensioners

nominally contribute to IPSS, the two economically active groups
constitute the main revenue base of the program. Rough IPSS estimates 
presentec in Table 1 indicate a 26.5 percent increase in mandated 
coverage from 1975 to 1985 (from about 15 percent to almost 19
percent). This 
extension of coverage is significant, especially duringa period of severe economic recession. Nevertheless, according to a
1980 study by the Economic Commission for Latin America (ECLA), Peru
 
ranked 
 11th among 20 Latin American countries in medical care 
coverage, 'ar belcw what might be expected given its level of economic

development at that time. According to the ECLA study, 61% of the

Latin American population (43 percent 
 if Brazil is excluded) was

covered in 1980.(1) Moreever, several countries in 
the region that
started their programs after Peru currently enjoy more extensive 
coverage. 

IPSS coverage may well be even lower than Table 
1 indicates. To

begin with, statistics on medical care under IPSS 
are among the most
 
deficient in the region. Although a unified registry 
 of social

security coverage was legally mandated in 1973 and designed with OAS

assistance five 
years later, it has never been implemented. A 1981
 
census of insured persons proved defective and has not been

published. Another national survey of the 
insured was conducted in

March, 1984. This time 
 the sample was skewed toward 
 the larger

enterprises and 
 white-collar workers. Consequently, the survey both
overestimated the number of married insured and underestimated

number of dependent children, sinee legal marriages 

the 
and small families 

are more common among white-collar workers.(2) 

The figures in Table 1 continue this tradition of questionable

reliability. The table's distribution of coverage over 
 the five
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categories of insured implies more 
 solid information on their

distribution than 
 the existing data warrant. Before 1979, IPSS's

published data categorized the insured only 
into blue collar and white
 
collar workers on the basis of the two previously separate funds (SSO

and SSE) . Since 1979, only those actually contributing, not
 
dependents, have been counted, 
 and the published data do not break
 
these down into salaried, self-employed, and pensioners. The figures

for spouses and children are usually estimated by applying fixed
 
ratios to the insured population. Only in 1984 was first attempt
the 

made tc provide separate figures for the five categories of
 
insured,(3) but that procedure 
was not sustained in a statistical
 
synopsis published by IPSS in 1985, which reverted the
to original

blue- collar/white- collar classification and an aggregate figure for
 
all contributors.(4)
 

The flaws of the coverage statistics became apparent in the 1984
 
actuarial study of In to
IPSS. order calculate the number of active

insured (salaried plus optionally insured), this study tried three
 
methods. Projections from urban employment figures according to the

1981 census or from the number of IPSS 
identification cards were
 
rejected in favor of a combination of the 1984 survey data on 
 the

number of insured with statistics on social 
security contributors.

This computation gave 2.4 million active insured, 
 2 number close to

the one in Table 1. However, the figures on dependents remain a focus

of uncertainty and controversy. In order to estimate tho number of

children between I and 14 years of age potentially to be covered by

IPSS, the actuarial study rejected the option of basing its 
figures on

the propurtxon of the total population in 
that age group in the 1981
 
census and Elected to follow IPSS' usual procedure, projecting 
a fixed

ratic of 1.19 children for 
each male actively insured. The resultant

estimate -- ,.3 million as compared to 2.5 million for the 
 rejected

method -- 0s since been questioned by the new IPSS President. At the
end of h-1- , made a 30 percent lower estimate of 1.65 million.(5)
 

Ever if t hey were accurate, these coverage statistics do not in
themselves indicate the number of persons functionally entitled access
 
to iE, medical services, as defined by possession of an

identification 
 card for the medical care program. The 1984 National

Household Survey on Health and Nutrition (ENNSA) disclosed 
 that of

family members 6 years or 
older, 70 percent of those nominally covered

by IPSS had no identification card and 3 percent had cards that 
 were
 
no longer valid. The 27 percent with valid cards (and thus

functionally insured) according to this survey is 
a much lower figure

than the IPSS estimate of labor 
 force coverage (38-39 percent),

suggesting that 
 the statistics on nominal coverage substantially

overstate insured to
access medical services. As if to confirm this,

at the end of 1985, IPSS published an estimate of the "real" 
coverage

as being 15.3 percent of the total population in 1985 compared 
 with
 
18.6 percent in T le 1. Unfortunately, IPSS neither explained the 
term "real" nor the methodology used for its estimate.(6) All in all,
despite compourde tatistical uncertainty and confusion, a cautious

observer mght reasonably conclude that Peru's relatively low coverage

is evern lower than estimated.
 

The new IPSl admiristration has given priority to 
three important
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measures whicn, if implemented, could generate accurate coverage

information. 
 The first of these, initiating and maintaining a
unified registration record, 
has been awaiting implementation since it
 was first suggested in 1973. 
 The second, updating individual records

cf the insured and their employers, is as self-evidently desirable.

Computerization makes practicable the third: 
 developing an integrated

data base for the medical 
care program. To be effective, this data

base should compile statistics (age, sex, 
 salary or wage, economic

actJivity, employer, and residence) not only for the actively insured
for each IPSS program but. for dependents, including whether or not a
sdouse is directly covered by IPSS so as to .void duplication.
Without sach orderly compilation of reliable information, the factual°
 recor , oo f', coverage must remaini obscure. Properly constructed,
such &i system would prove invaluable, providing consistent and 
r l]iab.e dataJ on the f'ive groups of insured on a permanent basis. 

B. Inequalities in Coverage
 

IPSS medical care coverage is riot only below the average level in 
11 'n America; its distribution is also among the most unequal.
A21t 1oug the ciff'erences between blue and white-collar 
 workers were

reduced -. coverage was extended to domestic servants 
 and self­
emp oye
C worser, fol owing the 1970's merger of funds, significant
di ff er,- t-J 1 1Mremain among age groups, geographical zones,ec: o1onm1u , 0to''.,L)nd occupationel categories. As of 1985, IPSS
 e sentiaI v 
 t.r'.d 1i1,. -i ncome u r, workers in the more developed
dep , :,rC. Coverage j-1 "elz tively high among the salaried,
eSp7cialj K v n p~ub, ic at , firancial and transportation services,
and rinufactur-r Jndustr 1 ,c,: while the rural p:>opulation, children
th e u ir' argi na are :, 

in 
and t he sel f-empIc,yed (especially in
 

agricul tur and commerce Lre I argely excluded.
 

roaLr estimate of' IP3 coverage by age group i-. 1985 is shown"'LieT .-, wh i ch coin: ares th~e age distributior of coverage with the 
-ge distributio of the total population . It is evident that up to 
now IP2? has ccricentrated its medical care coverage 
on the productive

ag e group) and pensioners, while dependent children hadhave minimal 
ccverage, the percentage for 
this group being one of the lowest in the

regiol. 1The inclusion of this age group by the 1984 
decreed expansion
 

.11 te was
.c 0-14 intended to
fr o repair this glaring deficiency;
the 1c&5 figures were not. significantly affected by this legislation

)ecause vtry ew or' this age group had actually attained entitlement(s:ee b itw
 

(eof r -- cnCc "hic Lat is another major source of inequitable 
overage, , siowt n I Tatle . In fact, Peru is one of' the countries

in ].n ca wiA.,--n with 
the reatest regional differences in social
secrity :::< . 1 ( &r .covurge. ima, the cLpital, had the highest
rate o4' rc g perc -'t -- almost twice the nati onal average -­fo we' . cr, : L i s,, the country's main port , with 2-5 percent.
1,, r co r ii t,ropolitan area accounts for, 58 percent of the totali n: r,-d oi,. ,.;n of Peru. The percentages of coveragEt for thedepIrtr!eri , a, Tacna , and Arequipa are also much higher than the 
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national average. 
 All five areas are located on the coast; they have

the highest urbanization (78 - 99 percent), 
 the highest GDP per

capita, and, in general, the best living standards. They account for
 
most of the 
 central government operations, financial and

transportation services, and 
commercial and industrial 
activity. In
 
contrast, the departments with the lowest coverage (3 to 
4 percent)

are located in whole or part in the less accessible highlands:
Apurimac, AyaCucho, Cajamarca, Huancavelica, Puno, and Amazonas (whose
population i.,,concentrated in the highlands). These departments,

where 
 the main economic activities are agriculture and cattle raising

and where the vast majority of the indigenous Indian population live,

have the worst living conditions in the country.(7) This inequitable

distribution has been a persistent 
feature of IPSS coverage. A
comparison of Table S's figures with comparable data for 1961 shows

that geographic differences in the coverage remained virtually
unchanged from 196 1 to 1981 . (8) 

'P' ' m cdiual care coverage by economic sector is more difficult 
to calculate. Although IPSS has made this analysis for the
distribution of employers, it has never estimated a sec _classif'icatur of the insured. Table 4 attempts to 

r ' 
fill this gap byusing ENISSA data on occupation by economic sector together with data on IPS', identification card holders. The sectors with the highest

coverage are electricity, gas, and water (84 percent) , financial
services and insurance (68 percent), mining (68 percent),

transportation (44 percent) , and manfacturing (39 percent). Theaitivities with the lowest coverage are agriculture (6 percent), trade 

19 percent), and construction (34 percent). 

Underl yi r these disparities is the more fundamental inequality
between the so-called "formal" sector of the economy (consisting of

government agencies and enterprises offering relatively stable working

conditions) and the rural and urban informal sectors which comprise

most. of the country's working population. 1981 
 census data suggest

that the formal sector then accounted for about 40 percent of the
Per'v.Ian !abor force. Comparing IPSS nominal coverage data for that
yea:- with these census data (Table 5) suggests that 90 percent of
those employed in the formal sector were legally covered. That is,
they were entitled 
 to care under the program and employers were

supposed to belong to TPSS 
 and transmit employer and employee

contributions to the medical 
care fund. On the other hand, 
the table

shows that enrollment among the self-employed was only about 2 percent
and the unemployed were almost completely excluded from coverage. The
figures in Table 4 and the ENNSA data (see above) imply that there are still a sizable number of formal 
seccor workers - legally covered

according to Table 5 - who 
lack the IPSS identification card required

for access to medical benefits; nevertheless this segment of the
 
economy (except for dependents) is substantially covered by che
 program. In effect, the minority share of the labor force encompassedby the formal sector (which is most amenable to an orderly
supcrvisabe system of employer/employee contributions) 

and 
constitutes a 

serious ob:tacIe to further extension of coverage under the 
establishei finaricing procedure. (9) 
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C. Projected Coverage Extensions
 

The preceding 
 analysis indicates that inequalities

distribution by age and economic 

in
 
sector account for Peru's overall low


level of coverage. 
 Thus the major needs and opportunities for broader
 
coverage lie in the expansion of dependent benefits for the 
 already

insured and the extension 
of the program into the ill-defined informal
 
sector of the economy: the self-employed, occasional workers, and
agricultural laborers. At the end of 1985, IPSS planning
was to

extend full medical coverage to spouses and children up to age 18, and
to inclide occasional workers and 
peasants in the program.(1O) Of

these project ions, the most readily implementable is the expansion of
dependent coverage, 
 since the program already provides some services

for spouses and children. It is the logical next 
step following the
 
recent extension of coverage to children through age 14. Coverage for'
occay-onal and agricultural 
workers and their dependents will be far more difict il to administer. Not only do they tend to have unstable 
ndni e"nraily low incomes, but, like the self-employed, they are also 

, iplt t, l NLt IfQ and reach. Occasional workers include marginal
urr ,r §i: (mostly peddlers) employed by concessionaires;
lartic n in, t h current government program of massive1,- employment


OD .10( and
r. .at.n in 1985, approximately 200,000 to 300,000 
 in
IG(86); and tr so -cal led "golondrinos," workers who go frorm 
 one
harvest tr anuthe,, or work irregularly in the mines. Although they

are 
usully saaried, they either lack permanent coverage because
their :irr-egular status or t. ey have 

of 
no coverage at all because they do
 

not make the 
minimum required financial contribution to the system.

Providing c cverape fu, 
these grours will be very difficult because of 
the unst eda nature of their work. 

ov.rir the rural sector will be even more difficult because

mncL, peaant, And their families are widely dispersed, they have very

low inco . .nd they lack the employer's portion of" the social
 
security contribution. Moreover, even if legal coverage were
implemerted, actual 
benefits would be severely limited by the lack of

hen]th services infrastructure in areas.
rural The impediments to
 ru l expansior are illustrated by the fate of 
a 1966 pilot project

fo," easant social security ( _gurI , io. ghmp ju ) inlaunched 
tLh'ee comirniinst mr, th(e Department of Junin chosen for their
rel t. ivev advanced cio-economic and political development. The
project provided health education, sanitary measures, maternal and
child care, and general medical services through health posts, 
 each

amply staffed with one physician and five assistants. Intended for
beneficiaries 
 of agrarian reform in Indian communities and
 co peratives whicL contributed lard, labor to build the health posts,

ard a nominal fee, the project failed because of high costs,
inadequate finaricing (the government did 
not contribute its share),
and waverinE crmmunity support.(11) A more ambitious IPSS project now

Leing designed to strength the rural infrastructure is described in
 
Section ]ll.B.3, below.
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III. 

HEALTH SERVICES AND EXPENDITURES
 

A. Health Status and Health Service Inequalities
 

Table 6 shows the evolution of health services and health status 
in Peru from 1960 to 1984. The accuracy of these figures is again
questionable. (Ministry of Health data for 1982, for example, are more
 
favorable than those shown here based on INE data.) Still, allowing
for error, these figures indicate that inputs (health services) are 
not matched by output (health status). Health rli' . in Peru, as 
measured in available physicians and hospital beds, are just above 
average for, the region. Peru ranks tenth in hospital beds per 1,000
irihab i tan ts , and ninth in physicians per 1,000 inhabitants. (13) Yet 
despite a gradual improvement over the quarter century in all standard 
health indicators except number of hospital beds, the evolution of 
health care in Peru has not kept pace with advances in the more 
developed countries in the region. The 1984 indicators of health 
,tg,. were still among the worst in Latin America. Peruvian life 
expectancy is fifth lowest, general mortality is third highest, and
 
infant mortality is fifth highest. In 1983, 40 percent of deaths were 
due to respiratory diseases and 32 percent to infectious-contagious
 
diseases. These also first and second for
were the causes 

hopitalization, respectively. From 1978 to 1983, typhoid and 
paratyphoid fever increased significantly and substantial increases 
were also reported for tuberculosis, malaria, dysentery, infectious 
hepatitis, and measles.(14) 

One possible explanation of this disparity lies in the unequal

distribution of the available health services. 
 Indeed it is estimated 
that about 30 percent of the population has access organized
no to 
medical care. Table 7 compares the health services provided by IPSS 
with those of the Ministry of Health, the armed forces, and the 
private sector. As of 1982, the Ministry was responsible for half the 
population (those the incomes), 17 ofwith lowest while percent the 
population -- in the middle income range -- were covered by the IPSS 
medical program. The two programs had about the same ratio of 
hospital beds to covered population; however, IPSS had more than twice 
the Ministry's ratio of doctors to population. An even greater
imbalance between the 
two programs is disclosed by the comparison of
 
1984 expenditures in Table 8. The bottom line of that table shows
 
that IPSS spends fivefold more per insured than the Ministry does per
 
non-insured citizen.
 

Table 8 also shows the marked geographic inequalities in
 
distribution of health services. When the data on both IPSS and the 
Ministry of Health are combined, Lima has 79 percent more coverage
than the national average while the north and south- central/southeast
rf.'ions receive little more than half the national average. Grouping
the iepartments by regions obscures to some extent the differences in 
health indices between departments with relatively high and relatively

low levels of development. The northern region, for instance,
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inclIudes Lambayeque (high) and 
Cajamarca (low). The south-cent'ral'
 
S-~regin7 i-n cl-u de s--I-c a--{-high-)- and-pa rFdy c c o
 

and the w(low), (ow).
southern region has Arequipa (high) and, Pun

Table 9 shows 
even more strikingly the heavy conentrtion of health

services in Lima-Callao. With 31 percent of thfe 
 total population

this region has 
58 percent of the IPSS insured and receives from 52 to
75 percent of its various services. The available data~ show, a
 
positive relationship, in departmentsand regions, 
 between level of

development on the one hand, 
 and coverage, expenditures, and health

:services on the other hand.
 

- the Although a definitive evaluationwould require further analysis,

he available data 
 suggest that othe IPSS medical care tprogram
functions regressively in the distribution and financing of its
 
services. It not only covers 
a very small part of the population with

significantly higher resources than the national average and excludes

those 
 with the lowest income. It also fixes salary ceilings, which
 
allow the insured with higher incomes to 
contribute ­proportionately
less than those 'with middle to low income, except "for those who do not
 
earn the minimum (see below).
 

B. Expenditures
 

1.Lack of Adjustment to Basic Health Needs
 

Another source of Peru's poor health status 
 relative to its
 
health services is the mismatchof the medical program 
to the
country's basic health needs. Despite the fact that 56 percent of all
 
deaths in Peru are registered in 
the 0-14 group, and that Peruhas one

of the highest infant mortality rates in Latin America, as recently as

1985 IPSS covered only 1.4 percent of this age 
 group. Furthermore,
although most 
causes of child mortality could be significantly 'reduced
by health education and preventive measures, the medical care program
of IPSS is oriented primarily toward cur'ative medicine. 
 In 1982, only
25 percent of children under one 
year of age were .immunized against
diphtheria, poliomyelitis, whooping cough, measles, 
and tetanus. At
the same 
time 65 percent of all houses lacked basic sanitation and 51
percent did 
not have running water while 58 percent'of pregnant women
did not receive prenatal care.(15) A proposed 'rural health care
pilot project which would begin to addr-,-ss some of these basic 
 care
 
needs is described on p. 12.'
 

2. Inefficient use of Facilities
 

A third source of Peru's poor health results is the way the IPSS
 
program makes use of its facilities. , At approximately 73 percent in
1982-83,' hospital bed occupancy rates in IPSS facilities are average
for Latin-America. Howe'ver, this figure is inflated by the 
excessive
length of hospital stays within the system. Thus, in 1983, the Lima
region, which had the highest average bed occupancy in the country (84
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percent fluctuating from 
 51 to 90 percent) also had the longest

average hospital stay (1.5 days). Conversely, the northern region,

which maintained an average hospital stay below the 
 national level
(7.4 days), had 
the lowest bed occupancy percentage (56.7 percent).

In 1981-84 the 
aver&ae stay at all IPSS facilities was 11.5 days, one

of the highest in Latin America, and far above the desired level of 4
to 
6 days (see Table 10). In 1984, the average stay varied from 5.7

days in the eastern region 
to 17.4 days in Lima's Almenara Hospital.
These averages, shown 
in Table 10, are excessively high and 
seem to

indicate 
 inefficient control. Reportedly, many patients 
 are
unnecessarily hospitaiized, laboratory tests 
are not promptly done,

and the postoperative period 
is prolonged unnecessarily.
 

By another measure of efficiency, number of checkouts divided by
number of beds, hospitals within the system vary widely across

regions. In 1983 the average outpit per bed 
in the Central region was
only 14, with the Hospital Zonal de Huariaca posting 
a low of 11.5.
At the opposite extreme, the highest average (28.5) was found in the

northern region, where the Centro de Salud Jaen-Bagua reached a peakof YC checkouts per bed during the year. Thus the legion with
lowest occtupRncy rate makes the most efficient use 

the 
of its beds, while

hospitals with nigh occupancy rates are allowing what may be 
unnecessarily prologed stays. 

Peanured by a third standard of efficiency, "unit cost" (theaverage coot of a qiven service), IPSS hospitals are expensive andagain wicey at rVance. In 1981, the average cost per consultation 
was U.S. $ I ard a one day hospital stay cost U.S. $100, both very
high fig, Lr i ve, the income levels in Peru.(16) 

The r-v i of the program are also not appropriately
apportiune betwe.n hospitals and lower-level health clinics. Clinics are underut ized. With 75 to 80 percent of capacity considered a
desirable rate oi use, the national average in 1983 was only
percent and the northern region registered a low of 34.9 percent.

49 

(The higheLt, use, 81.9 percent, was in the central region).(17) As a 
consequence, two-thirds of all IPSS consultations are in hospitals.Clinics' deficient plant and equipment and limited supplies and
flospitas' nisprcportionate concentration of medical personnel lead
patients to rescrt unnecessarily to hospitals for primary care. In1984, 60 percent of the visits to the Almenara Hospital -- a highly
specialized facility -- were for treatment of minor respiratory and
gastrointestinal problems that could have been 
treated by amoulatory

services at health clinics. 
 Repeated visits by patients seeking
diagnoses are another misuse of some 
IPSS hospitals. In 1983, 81
 
percent of all consultations at the Rebagliati Hospital failed to
result in a diagnosis, against eight percent at 
 the Hospital

Almenaro . (18) 

3. Inadequate and Inefficient Infrastructure
 

Until recertly TPSS has concentrated on 
building major hospitals

(third level), devoting only limited resources to primary care health
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posts. In the last few years, has
it built more intermediate
 
facilities, polyclinics equivalent to 
smaller MOH hospitals, but most
 current infrastructure 
 investment is still in the construction of
 
four new hospitals (see Table 11). According 
 to a Bicameral
 
Commission of the Peruvian Congress, the planning and execution of
these four projocts were undertaken hurriedly, without public bids,
and without taking program priorities into account. In fact, the 
project for the Arequipa hospital was approved against the 
recommendations of a feasibility study.(19) 

The original estimated cost of these four projects was U.S. $21million. it is now estimated that completing only three (omitting
Arequipa) will cost U.S. $123 million, 72 percent of which has already

been spent, virtually all of it in 1983-82. 
 The total number of new
beds planned is 1,015, equivalent to 20 percent of the total number of
PSS hospital beds (4,966), at an estimated ccst per bed of U.S.
$121,200. The construction status of these four projects in late 1985
 
was as . "llows:, 

Cuscc - almost completed with only minor work remaining;
 

Huancayo interrupted with
- work the project almost completed;
 

Pucallpa - work 
interrupted with substantial 
work still required

and unused rental equipment continuing to generate
 
expenses.
 

Arequipa - work interrupted since 1981 with some wards finished
 
but the main buildings not yet started.
 

Tne new IF'5 administration believes 
 that these excessively

large, sophisticated and expensive hospitals are 
not adapted to the
program's real needs. 
 in light of this, and given the high outlays

required to finish, equip and maintain them, they will probably remain
unfr ished, at least in the near future. 

r -,. , in view' f the underutilization of the available hospital
capacity am pressing needs ofthe primary health care, further

irvestmen t in these hospitals would 
be a waste of scarce resources.

This is particularly 
true of the hospital in Arequipa, a department

which ranks second to Lima in hospital beds. Arequipa has the fifth

highest social security health coverage in Peru, far above the
 
national averoge, 
 yet its average bed occupancy rate is only near the

national average aespite an extremely high average length of hospital

stay. Ever the Hua cwyo 
 and Pucallpa hospitals are located in
departments 
 (Junin and Ucayali) with higher population coverage and

higher ratios of hospital beds to inhabitants than most other

departments and some of the lowest 
 regional hospital occupancy

percentages. (Huancayo also has 
one of the highest regional averages

for hosp ital stay.) Cusco is the only one 
of the four projects that
 
seems justified because of its low bed-to-inhabitant ratio, although

more informacion about other indicators is needed to make an accurate
judgement (Wsee Tab]es 3 and 11).
 

When one considers the inefficient pattern of use for various
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IPSS facilities described above, 
 it is Lvident that the resources
 
invested in these grandiose projects would have been better 
spent on
constructing ano 
adequately equipping, supplying and staffing primary

care posts, as well as in better maintaining, managing and re­
equipping the existing hospital infrastructure. Turning from past

mistakes to productive future efforts, it 
would be eminently sensible

and highly desirable for IPSS to 
coordinate the development of its

health infrastructure with those of the Ministry of Health and 
 other
public 
 entities. Developing a joint investment plan could avoid

duplicating efforts in some locations and 
neglecting others and thus
 
facilitate the extension of real coverage.
 

The currc rt pol itical situation is propitious to implement these 
necessary hanges, and one newly contemplated TPSS project emlodies 
some 
 of them. Focusing on primary health care, promotion of
preventive medicine and out-patient consultation, it is planned tostart in 11 rurn ocations which have some health-care infrastructure
 
in paace. The projet would be a joint effort of IPSS with the MOH,
t*e Ministry cf Agriculture, and leaders of the affected communities.
 
it: would he Financed by n specia] government contribution equal to on2
 
percent of On 
payroll , increased regular contributions for all

currently i~sured through elimination of the salary ceiling, community

contributions n land, labor, and maintenance 
services, contributions
by the benic iaries of half of one month's minimum wage, and
irnternational aid. !Pc 
believes these measures should generate 355
bhlA on soles pur y enr A S. $37 million), equivalent to 20 percent ofUF-V total medicai care fund income in 1985.(20) Although IPSS 
aut 
 1rities are aware of the project's difficulties, they believe 
 it
 
ts vitally important, t0 implement it at 
 this time. The project's

success depends on close coordination between IPSS and 
the MOH, a low­cost aipr opu to primary health care, active participation of the
 
commurty, and government funding. The failure of 
a similar more
 
moest project (see above) and the government's history of outstanding

debts to 
iP.S are bad precedents, but IPSS authorities believe they
will obtain an effective state commitment using the enormous
 
accurc debt as a bargaining tool.
m -ated 


4. High Administrative, Personnel, and Contractual Costs
 

The costs of medical care under IFSS 
are among the highest in

Latin America. From 1975 
to 1983, health services expenditures

increased 
 rrom 40 to 62 percent ef total IPSS expenditures, as shown 
in Table 12. 
 The combined percentage of health expenditures by IPSS

and the Mini;try of Health in relation to the GDP grew from 1.5
 percent 
in 1975 to 4 percent in 1982, although it had decreased to 2.4 
percent by 194. .As a proportion of central government expenditures,

O1S-MOH health expenditures increased from 7.1 percent in 1975 to

11.3 percent in 1982, before declining to eight percent in In1984.

U.S. dollars , cormhL ned health expenditures per capita more than
doubled between 1975 and 1982, from $14 to $29, but then declined to$18 in 1984, as shown in Tatle 13. The reason for the decline in 1984
 
is not readily apparent, but a decline is possible, 
 given the recent
 
and pr(jected expansion 
 of coverage with less than corresponding
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increases in expenditures.
 

IPShas 
 estimated that the coverage extension to the 1-14~ age
group at the'end of 1984 would cost 
129,600 'million soles., or U.S
million at the 
 Acg0ll:
 
m nd-i'---'98--PS-d--~li 


xhaeggae rate. dfficial 

study, this additional-cost~would haveincreased IPSS health expenditures in 1984 by 18 percent. With the
current service structure, it is doubtful that the report's estimated
 

addition of 2.3 million insured (an 
increase in mandated population

coverage from 18 to 30 percent, or a 65 percent increase over the
 
population covered in 
1984) would only entail an 18 percent increase
in expenditures, even if the marginal cost 
of 5child coverage should be
 
lower 
 because services would be limited to preventive and ambulatory
 
care and basic medicines.
 

As noted in Section IV, 
 the ILO questioned the feasibility of

meeting the new expenditure of this expanded coverage 
 and enlarged

sick pay along with the system's accumulated financial burdens through

the 1984 1.5 percent contribution rate increase. 
 This scepticism

appears tobe entirely justified in view of the remaining 

4
 
persistent


causes of the IPSS medical program's high costs in administration,

personnel, and contracted services.
 

Administrative 
 costs of social security in Peru are among the
 
highest in Latin America. Although the most 
 recent international
I :survey of the ILO excludes Peru, one can 
draw a rough comparison using
an 1!1.5 percent estimate for 1981 (Table 14, 
 3rd column), though it

should be kept in 
mind that Peruvian figures exclude personnel costs,

and therefore this 
11.5 percent estimate significantly underestimates
 
total administrative expenditures. 
 Of the 12 Latin American
countries in the 1980 ILO survey, 
 three had social security systems

with significantly higher administrative costs, two had similar 
cost
 
structures, and seven had lower costs 
than Peru. Given that social

security administration costs in Latin America are among the highest
in the world (those in the U.K., U.S., 
 West Germany, and France
 
range from 2.8 to 3.6 percent), Peru's figures become even more
 
extravagant. (21)
 

Salaries and fringe benefits also account for 
a high proportion

of IPSS health care expenditures, increasing from 38.5 percent 
in 1982
 
to 50.3 percent in 1985. All 
 other costs have proportionately

decreased except medical supplies, which showed 
a slight increase in
 
1985 (see Table 15). Although we lack comparable information on the
number of employees in the medical program, 
 Table 16 shows the total

number of IPSS employees (in all programs) per 
1,000 insured. Between

1968 (not shown in the table) 
and 1982, there was a 136 percent

increase in the number of employees -- from 13,000 to 30,791 -- while
 
the number of insured increased byonly 92 percent (from 1.6 to 3.1

million).(22) Despite 
a two-year drop'in the ratio of employees to
insured since 
 1982, personnel costs as a percentage of total
 
expenditures continued 
to climb, declining only marginally from their

1983 high of 30.5 percent to 
29.6 percent in 1984. The Bicameral
Commission found several glaring 
causes of these soaring costs. Not
 
only were workers inadequately skilled and personnel 
 control and
 
supervision inefficient, but many employees received salaries without
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working. In addition, the Commission cited problems of labor

discipline and union interference in the hiring of personnel.(23)
 

In 1983, there were 20,429 employees in the medical care program,

representing 67.6 percent of all 
IPSS employees. Although physicians

constitute perhaps at 
most a sixth of this number, they account for a
 
major share of IPSS wage costs. A powerful association and frequent

strikes have positioned IPSS doctors 
among those groups least affected
 
by the decline in real wages during recent years. For employees of
all kinds, personnel recruitment and retention seem to be independent
of medical need or economic viability. Thus, in 1976-80, for example,

the number of medical personnel at the Hospital Rebagliati, one of the 
most important hospitals in Peru, increased by 50 percent even as the
number of daily consultations dropped by 30 percent and hospital

income declined by 20 percent.(24)
 

A third expensive component of the program has been its purchase
of medical services. Since IPSS does not have facilities in all
locations where it has beneficiaries, and since it sometimes lacks the ca pa i lit'y k provide specific services, it contracts for these
services wit th, MOH or private clinics. While these contractedservices could conceivably be a lower-cost alternative to expansion ofdirect care by the IPS, they have proved otherwise. Reimbursement
for private sector care is determined arbitrarily. There are no
reliable estimates of the average cost of IPSS carehealth that could
be used a base to oras from which set compare private sector rates.
These rates are also raised every six months according to the
inflatioi rate. Because contracts typically do not specify themedical care to Le provided and neither inspections nor evaluations oftie services cont:racted are required, private clinics frequently getby ith inadequate facilities, insufficient and unqualified personnel,

ard too many patient er office hour.(25)
 

Table 10 the high
shows costs of contracted services: in 1981 
tht average hospital stay in a contracted facility was 18 days, 6.2d:as above an already high national average. The situation worsened
in 1981 , when figures for average hospital stays were nine days over'the national average. While these services are mainly used by thechronically iil , these extended stays are also in part the result of
inadequate control and inefficiency. Moreover, since there is no
unified clinical record-keeping system, many insured even receive

double medical care -- in IPSS facilities and through contracted
 
services.
 

Probably the most extravagant expenditures for what amounts tocontractual services have been the program's payments for medical care
abroad. From 1978 to 1982, 326 beneficiaries were treated in the
United States, Canada, the United Kingdom, and Spain at a total cost

of U.S. $7.25 million. In 131
1982 alone, insured benefited from this
service at a cost of U.S. $5 million - a figure equivalent to 1.6percent of total TPS medical care expenditures for that year'. The 
average cost 
of this benefit was U.S. $38,168 per beneficiary.(26)
 

In the 1ost few years, the system has begun to reduce its
dependency on contracted services. use servicesThe of these for
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outpatient consultations, ambulatory services, and dentistry has
 
rapidly declined 
 from its 1982 peak as IPSS has expanded its own
 
polyclinics. 
 In 1985, except for the chronically ill, contracted
 
private services were required only outside of 
 Lima. However, for
 
this considerable number of people, the cost management problems noted
 
above persist.
 

In contrast to contracted services, 
 the option of alternative
 
services available to the white-collar insured has not incurred high

costs for IPSS. Because the reimbursement rate 
 has not been
 
readjusted since 1980, the insured absorbs most of' the cost of the
 
private services. Moreover, considerable time elapses between the 
reimbursement application and its payment, and inflation thus reduces 
its real wortlh. Perhaps because the patient bears much of the cost,
in 1983 the average hospital stay in the free choice system was 8.1
days , i con JderabIy shorter than in both the IPSS and contracted
 
. r 25.. ... nn1 , te former IPSS administration announced that it
wcuC r e'e,v i gorn e this-, part of the program by registering doctors,
private hospittaLs, and pharmacies, readjusting rates on :3n actuarial
basi s, and expediting refunds. However, this plan has not been 
ifmr lemented. 
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IV.
 

FINANCING
 

A. Social Security Contributions
 

During the period 1975-1984, 93 percent of the revenue of the
 
IPSS medical care program came 
from social security contributions. At
 
the end of' 1984, the combined employers' and employees' contribution
 
rate, which had been equivalent to 7.5 percent of employees' pay since
 
the end of 1979, was increased to nine percent. As shown in Table 17,

within established minimum and maximum limits, salaried and wage­
earning employees pay three percent of their total earnings and
 
employers pay twice that amount. The self-employed and other
 
o(rt icnal y insured nine of their earnedpay percent incomes. 
Pensi oners pay four percent of their pensions and the pension fund 
contributes fi',e percent. At the end of the 1970's, the 7.5 percent

contribution rate was near the Latin American average. The 1984
 
.Increase, together with a comparable increase in pension fund
 
contribution rates, currently places Peru among the countries in the
 
region with the heaviest social security burden. At least four Latin

American countries ccver a much higher prorcrtion of their population
in. return for a lower percentage contribircion. 

In additic n to providing disproportionately low coverage for high
contribution rates overall, the financing system also favors higher

income crkern cver thcone with lower ea"nings. Beside the regressive
salary ceieing effect noted 3bove, the method of determining this 
Contribu)tiCr) ei 1 i ineCuitat)Ie. Lntil the beginning of 1983,
minimum wage (MV) cf Lima (where atout two-thirds 

the 
of total IPSS


medical care program revenue is collecced) was the reference point for
 
national mi nim 
 and maximum levels. Since 1983, a standard 
"reference unit" has been used, which periodically adjusts the SMV to 
infIation. Fecause t1is adjustment has lagged behind rapidthe 

increase r! tIne cost of 1virig, the real maximum wage has been
 
substantially reduced: 
 in July, 1985, it was only 52 percent of the 
,July, 1981 level, at constant 1979 prices.(27) Thus, although the 
nominal contribution maximum has gradually increased, the real ceiling

has been reduced. This has worsened the regressivity of the
 
established ceiling because lower-income workers pay a higher

proportion of their wages in 
social security tax than do higher-income

workers. This inequity is redressed only to some extent by the effect
 
of the established minimum wage, since the contribution for an
 
employee whose salary falls below that minimum is fully paid by the
 
employer.
 

B. Government Debt
 

At the end of 1985, the total debt owed to the IPSS by the public

and private sectors was conservatively estimated at 1,232 billion
 
soles, equivalent to U.S. $130 million. 
 Because of inflation, this
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amount is only a fraction of what the debt would te at
if calcuated 

constant prices. Nearly two-thirds of this debt is 
owed by the public

sector. The government not only.has "regularly failed to pay its
social security contribution 
 alyeso 


did ~ eplyees. Nor
 

as employer but :heas neglected to
 

the government ever pay a constitutionally mandated eqLivalent of
 
an additional one percent contribution to extend IPSS coverage to the
 poor before this stipulation was eliminated 
in the early, 1980s.

Yet, despite the state's debt, 
 IPSS has proviJed health services to
 
the insured in the public sector, ,aggravating the deficit of the

medical care program. Thus, in effect, revenue from private 
 sector

contributions has subsidized coverage of public 
 sector employees.

Table 
 18 shows the total debt, including the interest charges for
 
payment delay or mora, 
 of the public sector to all IPSS programs for

several 
periods between 1969 and 1985. The data on central government

debt for 1969-79 include only the city of 
 Lima. Preliminary IPSS

estimates for 
 1983 showed even greater debts than those in this

table(28). It is therefore safe to 
say that the debt estimates in
 
Table 18 are conservative.
 

The real cost of the government's default is 
even greater when
 
one assesses 
 the impact of Peruvian currency devaluation. One may
assess this impact by calculating the debt in 
dollars at the official
 
exchange rate when it was incurred and again at the offici3l rate 
 of

1985. ;,The last column of Table 
18 estimates the accumulated loss to

IPSS resulting from the devaluation of the sol at U.S. $194 
 million. -
Had the estimates been made on a yearly bpsis, 
 instead of in periods

of 10 to 15 years, the figures would reveal an even greater loss.
 

In 1983 the government for the 
first time attempted to redress

its IPSS debt, but the result so far has fallen considerably short of
 success. That year 
it paid 80 percent of its annual contribution as

employer, including wage deductions for the insured, and it has

continued partial payment since. 
 It also acknowledged a debt to IPSS

of 80 billion soles for 1980-82 and decided to 
pay this debt with

bonds at 56 percent interest. However, since banks then 
 paid 60
 
percent interest and the inflation rate was 125 percent, the yield of

these state bonds was negative. And of course the payment of anything

less than the full 
 mandated employer contribution (in 1985 the
 
government 
 paid only 67 percent) itself contributes to the ongoing 
 A 

accumulation of debt.',
 

At the end of 1985, IPSS accepted an agreement by which the
 
central government contracted 
to pay off 10 percent of its accumulated
 
debt with new 
Argentine equipment for 21 hospitals, worth a total of

U.S. $21 millions. IPSS preferred this type of payment to 
more of the

bonds which had proven so unrewarding.C29) Despite this step in 
 the

right direction, 
 the remaining central government debt continues 
 to
 
devalue with continuing inflation.
 

Of the remainijng debts recorded in Table 
 18, some are less
 
collectible than others. The debts of 
 local governments and

cooperatives 
 are practically irrecoverable: the budget deficits of

municipal administrations 
are so great that some have stopped paying

their employees; and accumulated debts have caused many cooperatives
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to disband. Public enterprAses, such as Pesca Peru, Banco Popular,

and ~ 

positionf to pay their 
~ ~ ~ 

debts, 
~the 

but they still 
r ampesiaioaa~rnp~mFii7~iuch 

remain substantia
better 
lly in 

default.(30) 

C. Private Sector Evasion and Mora
 

In similar fashion, private employers have increasingly evaded
 
social security contributions during the 1980,s. Moderate estimates
 
for 1985 show that 65 percent of employers either completely evaded
 
their contributions, or paid less than the amount required by law, so
 
that 35-40 percent of mandated contributions remain uncollected. The
 
employers' accumulated debt (including their employees' contributions)
 
rose from 60 billion soles to 204 billion soles during 1983, and from
 
360 billion to 437 billion from the end of 1984 to mid-1985. Since
 
these figures only take into account known evaders, they again
 
significantly underestimate the real debt.(31)
 

One of the main causes of evasion by employers is IPSS's lack of
 
an employer registry and individual employee accounts, installations
 
of which are first priority objectives of the new IPSS administration.
 
From 1968 to 1974, IPSS maintained monthly control of employers'
 
contributions through computerized individual accounts for all of Peru
 
except Lima. Since this system was discontinued in 1975, it has been
 
extremely difficult to reproduce individual accounts for employers and
 
impossible to track the individual accounts of the insured.(32) As
 
in the public sector, spiraling inflation also encourages payment
 
delays, since it is to the employers' advantage to pay the debt with
 
devalued money. Other causes of contribution evasion reported by the
 
Bicameral Commission investigating this problem are a deficient
 
supervision system, illegal agreements between inspectors and de tors,
 
chaotic and often corrupt legal proceedings to collect outst nding
 
debts, and low initiative and efficiency of IPSS lawyers.(33)
 

From 1975 to 1983, renegotiated payment arrangements were granted
 
on six ocoa-ions to those in.default, but lack of control made them
 
ineffective. Starting in 1984, IPSS has taken additional steps to
 
address the problem. A moratorium on penalties and interest was
 
decreed, allowing up to five years for debt payments, and
 
computerization has made possible more efficient control. Recognizing
 
that these measures will not necessarily cause those in default to pay
 
up, the administration has also refused to provide health services to
 
the insured workers whose employers still owe contributions, forcing
 
these employers to negotiate payment agreements with IPSS. Delinquent
 
employers are currently billed for health services furnished to their
 
employees.
 

Under PROSIR, a revised program for social security registration
 
and tax collection, the previous IPSS administration initiated a more
 
ambitious campaign against tax evasion and employers' default 1 by
 
creating a unified registration record for employers and employees,
 
maintaining up-to-date accounts for both groups, and carrying out
 
efficient inspections of employers' records and automatic coercive
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actions against debtors.(31) Employing a newly computerized version

of a program in use from 1967 to 197 41and again from 1978 to 1979,
 
PROSIR will institute a national census 
of eporsand employees and
 

The 	system will work as follows:
 

1. 	Each month IPSS will issue a form on which the employer 
 44447 

must 
record changes in the payroll before returning it
 
to IPSS.
 

2. 	Upon receipt of this statement, IPSS will send a bill
 
to the employer who must pay the full amount owed 
at a
 
bank which will provide a receipt.
 

3. 	In return for this receipt, IPSS will issue a card
 
entitling each insured employee to 
social security services.
 

4. 	All contributions will be registered in the individual
 
accounts of both employers and employees.
 

This new system will provide coverage more promptly and
continuously, eliminating the current one 
month processing lag between

the employer's payment and the issuance of the card 
 entitling the

employee to medical services for three months. PROSIR will also
invoke more 
 stringent sanctions against delinquent employers. An

employer who retains the 
social security contribution of the insured

instead of transferring 
it to IPSS is subject to a prison' sentence.
If 	 an 
 employer is in default, IPSS will institute collection
 
procedures that may include seizure of 
 property. IPSS will also
impose a monthly eight percent interest charge on outstanding debt the

first month, 	 the
doubling charge each succeeding month the debt
 
remains unpaid.
 

To insure efficiency and to economize, IPSS plans to replace its
current computer rental system (costing one million U.S. 
 dollars per

year) with a lease-purchase arrangement under which it will 
own its
equipment after four years. 
 When this equipment becomes obsolete, it
will be transferred to smaller IPSS units and a new 
 lease-purchase

contract will be drawn up 
to provide these services.
 

Although its procedures are cumbersome and the sequence 
 of 	 six
transactions outlined in steps 
1 to 3 above could be simplified, this
 
new system offers substantial promise of improvement. Its predecessor
(which covered 90 percent of white-collar insurance [SSE] and 15
 
percent of blue-collar insurance [SSO1 
funds then extant) generated, a
significant increase in revenues. 
 Moreover, a three year experimental

run 
of PROSIR itself has produced satisfactory results.
 

D. 	 Investments e o..
 

In 	the past, the real return on IPSS investments of disability

and especially or 
 pension funds has been negative, as Table 19
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illustrates. In 1981, 31.4 percent 
 of IPSS investments_ were in 
------- C n tr c i n.... program. In1983, the, second largest IPSS investment, (21.8 percent) was. in
interprogram loans, particularly from the other t.wo funds to the

medical care program.(35) Because their basic 
 objective is to
maintain a contingency reserve to 
correct temporary imbalances, the

financial investments of the medical care program itself are very
small. It 
 is not possible to analyze separately investments of the

three IPSS funds nor their respective returns, since the only
available data lump together all investments and interest accumulated
 
at the end of each year. These aggregate data indicate a negative


investments until followed by
real rate of return on 1984, a dramatic

shift 
 to a positive rate of return by mid-1985, when investments
 
were transferred from domestic bank deposits and bonds 
 to bank
 
certificates denominated in foreign currency. This change appears tohave been made on the recommendation of the Bicameral Commission 
 in
 
response to the loss 
in real value of. U.S. $258,000 from June 1980 to
 
July 1982 on. deposits at the Banco de la Nacion.(36)
 

E. Financial Equilibrium
 

Incomplete and inconsistent documentation and inadequate

accounting procedures make IPSS accounting balances from 1973 to 
 1980

less than fully reliable. For what they are worth, they do show that

IPSS generated an annual surplus in 1975-84, although this 
 surplus

declined from 18.6 percent of total income to 
10.3 percent during this

time. However, according 
 to the balance sheet, this surplus was

produced consistently 
 by the pension fund; the medical care fund

since 1977 
shows a deficit through 1984. Analysis of this deficit is

complicated by different series of revenue and expenditure data.
Table 20 tries to deal with this complexity. It includes all medical
 
care revenues and expenditures (current and capital)-. Revenues

include transfers from other programs 
-- pension fund and occupational
risks (disability) -- and expenditures include the costs of these
transfers. The sole exclusion is the 
 indeterminable portion of

central administration expenditures attributable to 
the medical care
 
program. 
 Hence expenditures are somewhat underestimated and the
 
medical f1id deficit is actually higher than the table indicates.
 

For the years 1975 - 1984, the table shows a cumulative deficit 
equivalent to U.S. $181 million. Between 1977 and 1982 this deficit

increased almost, continuously. The one exception toithis pattern,

1980's shrinking deficit, was the result 
 of an increase in
contribution rates 

. 

and salary ceiling at the end of 1979. After $reaching its peak in 
1982, the deficit declined to the point where, in.1985, a surplus was achieved for the first time in *a decade. Both the
1983-84 deficit reductions, and hthe 1985 surplus probably thewere 

result of more regular employer payments by the government as well as
 a gradual reduction of, the costs of contracted services and other
 
measures taken to control expenditures. 
 The change from deficit to

surplus in 1985 was also the result of the 1984 increases in
 
contribution rate~s and salary ceiling, and further actions taken 
 to
 
control expenditures. 
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Table 20 also shows the dramatic erosion of revenues suffered by
the medical care program as the result of inflation. "Real revenue in 

198Ja 5hl r-f1r i n,1981, it fellh...T'7~hi~ inc6re6asing
again in In
1982-84. spite of the slight recovery of 1985, real
 
revenues for 'this year were 21 percent below those of 1975 and 45
 
percent below 1981 revenues. On the income side, the erosion of the,

real value of wages and the aggravation of the central government debt
 
are the principal causes of the deficit. Causes for the deficit from
 
the expenditure side have been discussed in Section III, 
above.
 

IPSS has traditionally covered the deficits of its 
medical care
 
program by borrowing from its pension and disability programs. As
 
previously noted, in 
1983 these loans constituted about one fifth of
 
IPSS's total investments. Although further such loans prohibited
were 

in that same year, by July 1985, the indebtedness of the medical
 
program 
to the pension fund still amounted to 173 billion soles.(37)

This figure does not include the pension program's tacit subsidy of
 
the medical program by assuming most of their common administrative
 
services expenses.
 

F. Actuarial Equilibrium
 

The medical care program uses a pay-as-you-go financing method
 
with a mandated contingency reserve equivalent to 
at least 12 percent

(but not exceeding 30 percent) of the fund's previous annual gross

income after deducting administrative expenses. Table 21 shows that
 
the legal reserve was maintained until 1979 when it started to run an
 
increasing deficit had reached soles 1985.
that 102.5 billion in 

According to IPSS staff estimates recorded in the the
table, reserve
 
had practically disappeared by 1981, especially if calculated in
 
constant prices. The legally mandated 1984 IPSS actuarial study of the
 
program painted an even grimmer picture, maintaining that the reserve
 
"had already been used up and showed a deficit, giving rise to a
 
negative reserve.1(38)
 

On top of this mounting deficit, statutes adopted in 1984
 
required IPSS to assume increased expenditures: coverage was extended
 
to children between one and fourteen years old, and sick pay benefits
 
were increased from 70 to 100 percent of the insured's salary.

Estimates differed as to what additional assessments would be required
 
to offset these new and old financial demands. In March 1984, IPSS
 
officials thought increase in
an salary contribution rates for the
 
medical care program from 7.5 percent to 10.5 percent would be
 necessary 
 just to re-establish financial equilibrium, without
 
rebuilding the legal reserve, 
 or extending coverage.(39) The 1984
 
actuarial report, on the other hand, calculated that the existing

deficit and the additional expenditures could be covered by an
 
increase in the salary contribution of only 1.5 percent to a total of
 

1',nine percent, together,with an increase in the salary ceiling. '"
The 

estimated about
report also that one-third of the .. additional 

contribution (0.48 percent) could be used 
to .rebuild the contingency
 
reserve 
and that another 0.67 percent might support a patrimonial fund
 

21
 



for the acquisition andmaintenance of-equipment and 
 o_-cons.tr.uction._,, ,_____ 

Despite serious reservations about these PSS calculations and

disapproval of 100 percent to
'ick pay as an unjustified~encouragement

absenteeism, the International Labour Organization (ILO) supported
these increases.(40) The ILO estimated that of the nine percent, 6.78
 
percent would be needed to 
maint"in the original program, 1.64 percent
would be required for the new benefits, and .O.58 percent to establish 
a "modest contingency reserve." Thu:s argued thatit the additional 
patrimonial fund was not economically viable and recommended waiting
two or three years to see if reducing thei program's expenditures might

make it feasible.(41) Meanwhile, 
 the ILO found the 12 percent legal

reserve requirement "totally unrealistic" and suggested instead 
a more
 
feasible 10 percent. Even these more 
cautious estimates of the ILO 
are open to question. Before it was increased to nine percent, the l7.5 percent contribution did not cover expenses, much less maintain
 
the reserve. Consideri'hg that the 6.78 percent which the 
 ILO

estimates sufficient to finance the original benefits is actually 0.72
 
percent 
 less than this previous contribution rate, and that
 
deficit-covering transfers 
from the pension fund are now prohibited,

the ILO's expectations are probably over-optimistic.
 

In view of the medical program's persistent and mounting

:'budgetary problems, 
 the policies already being considered by the new

IPSS administration increase
to its income should probably be
 
supplemented by some or all of 
 the the following measures: 1)

eliminating 
 the salary ceiling, and instituting progressive

contribution rates according to earned income; 2) forging an
 
enforceable 
 agreement between the government and the IPSS on . payment
of the state debt; 3) requiring the government as employer to include
in its budgets the needed funds to pay contributions to IPSS; 4)committing the Congressional Bicameral Commission on Budget 
 to
 
allocate the amounts required to pay the state's current debt and 
contributions; 5) auditing all the files in default, taking legalaction against employers in default, aiid fining delinquents no less 
than the 
interest rate of bank deposits plus an additional penalty; 6)
allowing 
 IPSS the freedom to place contingency fund investments at 
money market rates of return; and 7) studying forms of financing other
than payroll deductions of contributions for extension of coverage to 
the informal sector and rural population. 
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V.
 

PERU'S SOCIAL SECURITY HEALTH CARE PROGRAM:
 
COMARATIVE STANDING AND FUTURE PROJECTS
 

Now that various financial dimensions of the IPSS medical 
 care
 
program have been examined, it 
 may be helpful to compare it

systematically with other Latin 
 American programs. Tables 22-24
 
compare Peru 
 with seven other Latin American countries: Brazil,
Chile, Costa Rica, Cuba, Ecuador, Mexico, and Panama. All these
countries rank in the medium high income group, except for Ecuador,
which is classified with Peru in the medium-low income group. All 
except Ecuador have more developed social security systems than Peru. 
Of the remaining twelve Latin American countries, all but two 
(Argentina and Uruguay) have less developed social security systems

than Peru's.(42) 
 Of the eight countries tabulated, Table 22 shows
only Ecuador has lower coverage of the total population and labor

force "hnr ieru; the gap between the population coverage in Peru and
that &,f the next highest country (Panama) is 37 percentage points.
Thr c.. 'courtries -- Costa Rica, Mexico and Panama -- who ]egilated
medical care programs after Peru's was first mandated, currcntly have
much higher population coverage. Moreover, Peru's georaphic anC
occupational inequalities in population coverage are exceeded only in 
Ecuador and Mexico. 

if o:e conpares benefits, Peru's program again delivers less than 
all other countries' but Ecuador's. According to the 12 indicators 
recorded in Tabe 23, Peruvian entitlement conditions are more strict
(except for the average length qualifying period for" sick pay) and 
Peruvian benefits are less generous (except for sick pay percentage
nnd maternity leave) than the other countries. The worst disparity is
i. dependents ' enti tlenent. Although Peru has the third youngest 
;opulation (i.e., third highest percentage of children 0-14 years old)I shares the worst coverage of dependent children with Ecuador', at
2east until th is ma ndated coverage is substantially implemented.
 

Paradox ically, Peru's limited benefits and low and maldistributed 
coverage have not been compensated for by a correspondingly light
financial burden for the program. Table 22 shows the opposite.
medical care social security salary contribution 

The 
in Peru is greater


than Chile's, equal to Mexico's and Panama's, and given the

undetermined medical proportion of Brazil's and Ecuador's assessment,
only clearly lwer than that of Costa Rica, a country almost full

population cove.age and twice the benefits of Peru. Peru's total
salary contribution rate for all social security programs at the end
of the 1970's was higher than those of eleven other Latin American

countries.(43) Furthermore, Table 22 shows that Peru has the second
largest proportion of social security expenditures devoted to medical 
care (exceeded only by Costa Rica), and the greatest deficit in the
medical carc p,:r",ram. The Peruvian ratio of heal th care costs to GDP 
is fifth hi heot (exct-eded by Brazil, Costa Rica, Cuba, and Panama,
all of which Luavt< .reater population coverage). Both Chile and Mexico
have lower rtios , yet their population coverage is at, least three 
times that, of Peru. 
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A major of these is
source high costs administrative
 
inefficiency. According to 
Table 24, only two countries have a higher

percentage of administrative expenditures; if personnel expenses are
 
includeJ, Peru probably has the highest percentage. Although Peru's
 
hospital occupancy rate is average, it has the highest average length

of hospital stay. Comparing Peru with Mexico, the latter has 
 less
 
than half Peru's average length of hospital stay, with 67 percent

hospital occpancy 
versus 72 percent for Peru. If the Peruvian average
 
stay (11.5 days) were reduced to the Mexican average (4.6 days) Feru's
 
percentage of hospital occupancy would 
fall to 30 percent.
 

The health services and health status obtained by these high

expenditures leave much to be desired. Peru sixth and
ranks seventh
 
respectively in ii, ratio of physicians and 
 hospital beds to
 
population (Table 24) . And although Brazil and Ecuador have
proportionally fewer hospital beds, both have higher health levels 
than Peru, whicn has even higher general and infant mortality rates 
and lower life expectancy than Ecuador (Table 24). Peru has 
relativey ;ore health services than nearly all the countries in Latin
 
America, but with few exceptions it has lower health levels. Of the
 
multiple sources of' Peru's poor health performance noted in Section

ill, two basic reasons affected by IPSS policy deserve reiteration.
 
One is the relative neglect of mothers and children and the rural
 
population who are more vulnerable to illness than the productive

urban group on which IPSS concentrates its services. The other basic
 
weakness is the scarce attention given to preventive medicine and to
 
those illnesses that, cause the greatest number of deaths.
 

ir summary, the tables show that Peru devotes relatively large
 
resources to health care, but they are not assigned to the most urgent

needs, and are concentrated on curative medicine for the 
sector of the
 
population affected by 
the least risk. Moreover the resources are 
administered very inefficiently. A reassignment of resources to the
highest risk populations with emphasis on primary health care and the 
leading causes of illness and death, as well as in
greater efficiency

administering those resources, would increase the scope of 
 coverage
 
and :mprove health levels.
 

After a decade of IPSS deterioration, the new administration
 
offers hope for the medical care program. If that hope is not to be
 
disappointed, fundamental shifts or expansions in the direction 
 and
 
emphases of the medical care program --
from curative to preventive
 
care, 
from large urban hospitals to more widely accessible clinics and
 
polyclinics, from insured workers to 
their dependents, from the formal
 
sector to the rest of the economy -- must be accompanied by equally

essential administrative measures. The government must make good 
 on
 
its long-standing debt to the system and private sector 
evasion must
 
end if the program is to operate from a secure financial base. The
 
administration must impose practicable controls on 
 contribution
 
collection, record-keeping, financial accounting, 
 and hospital

management if it is truly to oversee that operation. Above all, it 
must follow through on its proposals and implement its plans, if they 
are not to continue the tradition of unfulfilled expectations
described in this report. 
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U 	 TABLE 1:'.........'
.... 	 T BL 

ESTIMATED POPULATION ^OVERAGE BY THE 
"PEUVIAN SECURITY MEDICAL-CARE PROGPAM,:1975-1985SOCIAl 


Contributing Insured 	 Dependents 

a b Sub-total c d Sub-total Total Total 
Year Salaried Self-employed Pensioners ;A Spouses Children B A+B populatio i 

(inthousands)
 

1975 1,562 17 146 1,725 -507--507 	 ,232 61
2 6 180 876211117,:%q
1980 2,014 3' 211 2,264 546 66 612 27 
9!81 2,093 50 2303 2373 554 68 6 2,99 17,755 

1982 2,167 61 243 2,471 572 70 642 3,113 18,226 
1983 2,43 7 256- 2,573 705 102 ; 807 3,380 18,707 

1984 2,32 87 270: 2,678 734 105 2839 3517 1,9,198 
0283 2,787 765 109 874 3,661 19,698 

(inPercentages of total population)
 

19i5 0.3 0.1 1.0 11.4 -- 3.3-- . 3 47100 
0.. 1.2 13.-1 3.2 16.6 100. 

198O . 0, 1, 13,4 3.1 0.4 6.9 100) 
. .. 1.03 0.4 3,5 17.1 1003.1 31.6 


S 	 12.... 0.4" 1.4 13.8 3, 0... 4,3 12. , 100 
19~ 2. 05 ,413,9 3.8 0.2. ~ , 0 ..... 1'92. 	 . t-oo.
 

_ ................-----------------------------------------------------------------------------------


Iticludecs 	dovestic orkers, Excludes independently covered arrmed forces, police, fishermn and joce, 

Include: old age disability-survivor and occupational-risk. pnsioners inprivate and public
 
sectors, Excludes pensioners from armed forces, police, fishing and racetracks,
 

Spouses of active End passiie insured entitled only to iaternitycare. 

Children under oe year old entitled to out-patient care. 1984 extension to age 14 not yet
 
widely ipeetd
 

Source' 1983'1985, iPSS estimates, as reported to author; 1975-1982 HSA estimates based on IPSS figures. 
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----------------------------------------------------- --------

TABLE 2~ 

IPSS MEDICAL CAPE COVERAGE DISTRIBUTION
 

BY AGE GROUP: 1901
 

('7 Percent of
 
Age Group Percent of age group
 

total population Zof IPSq insured covered
 

0-14 40.2 3,0 1,4 
C. C 

15-59 54,4 87.2 29,9
 

60 and ovey S 32.2
 

Total 100.0 100.0 1.6
 

a 

Numer of insu,-ed divided bi' total population inige group.

b 

Almost exclusively 0-1 year olds, because of libited
 
implekentatio) of extension to age 14.
 

incluceS spouse entitlei only to haternity care. Number 

of scoouses estifiated at 90. of insured, 

."
 

Source: 1opulaiin,Wrid Bani: etiiate for 195; insurc, 'able1. 

'4• ) ;• ' ' ' ". i 3 d / 
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TABLE 2
 

INSS MEDICAL CARE COVEPAGE DISTPIBUTION
 
BY DEPARTMENT: 1981 

Per Ient of 
population
 

Department covered 

Auazonas 3.1
An as 9.8 

Apurimac 2,5
 
AYeguipa 17.4
 
Ayacucho 2.8
 
Cajamarca 2.7
 

a.o' 24.6 
Cusco 4.7 
,uanavelP.cai 3.? 

Ica 20.5 
Junin 9.5 
'aLibertad 12.0 

I?j 

•'-2.1?ur
-.

' Dis~ 86
 

Tumbe:, 8,6 ' ' :;
 

UCay a i, 

,,=,onI ~Aerage 14,0 

a
 
Exclu,'es the armed forces. 

Difference frog figure in Table 1(16.9 percent) attributable to different sources, 

Source: Irstit uto Nacional de Estadist *A
ca,Peru: Cospendio Estadistico
 
!982 (Liia: June,193); and Banco Central de Reserva del Peru,

Np2 de Salud del Peru (Lima: December, 1984).
 

1 - --- -- --
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----- 4-B--TAL 

SIPSS
MEOICAL COVERAGE DISTRIBUTION BY ECONOICi SECTOR,:
 
1984
 

(Inthousands)
 

• a 

Hold Percent of
 
Total IPSS labor force 
5u Iu-Vey aret overe 

Agrlculture, livestock 201.1 11.0 5.5
 

foet:ry, and fishing
 

:rle and Quarries 9.7 6.6 68.0
 

!.a acturic
r, - 71.6 28.1 39.2
 

,- 21.6 7 " 33.6
 

Ee:ticity, gas & rater 2.6 2.2 83.5
 

' p- 23.6 10,2 43.7
orti Vatehouslg 

:,e.aurants 10,.8 20.2 18.7
 

ar oote 
 "s 

Fiar,:al EerVices, 3.7 9,3 77 

5c,50a.~ I117 54 . 49.1 
3,c personal servicis 

.8 .4 'i,,. 

A a 5,, ,5,. 26.6
 

P'eicentage baEed on uiadjusted expansion figures, 

S.:.., INE,and Encuesta Nacional de Nutricion y Salud, 19B4.
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'PS M DICRCOVERAGE DISTRIBUTION BY OCCUPATIONAL CATEGORY. 
 1981
 

occupati,,nal Lab,-r forc msured Percent 
CateQory (thousands) . (thousands) % covered 

(Fot~a: Sector) 
Sre2,32440 2,093 98 90.1 

b 
Self-employed 2,150 37 50 2 2,3 

C 
Unpaid family Worker 442 8 0 0 0 

Unetp! oyed 392 7 0 0 

Not specified 461 S 0 0 0 

Total Average 5,770 100 2,14: lO0 37.1
 

a
 

inciudes DLue a o wt'te-cc'Iand dorestic worvers,
ar 
 ,
 
b
 

Optiona'ly. insured,
 

Figure r.v n the National Statistical Institute adjusted with figures fro[, ILIW. 

Sour ce& iv'.ian Labor Force froo INE, .o2 ndic, Estadistico 1984 adjusted with
 
ILO, Yearbook of Labor Statistics 1983; insured workers froN Table 1.
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----------------------- ------------------------------------------------

HEALTH SERVICES AND HEALTH STATUS INPERU: 1960-1984
 

Year Hospital beds Doctors per a b Life
 

Year per 1,000 inhab. 10,000 inhab. General Infant expectancy
 

1360 2.4 

195 2,4 

1970 2.; 

1975 1,'9 

1920 .,7 

1981 1 ,6 

19a2 hL 

92 

14 1.2 

4.5 


4.7 


4.8 


&.I12.2 


7.2 

7 ,6 

8.4 

.
 

9.0 


184 140.9 48.0 

16.5 

14.0 

13016, 

116.2 

106.6 

50.4 

54.0 

56.3 

11.3 

.... 

101.5 

1 O0 . 

57.8 

;58 ,2 

10.9 

10. 

10.3 

, 

. 

.98,6 

96.8 

94.9 

58.6 

59,1 

59.6 

t a 

-infirst yeaDo 1fe per thcusano births,
 

So-ufrs: El desarrollo de la seqgidad social' er,
America Latina, updated
-ith Peru: Corn. ndio Estadistico !984 (Lia, July 1985), 
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_____ ---- ---­TA---- 7 -------

HEALTH SERVICES/POPULATION RATIOS FOR IPSS
 
MOH, ARMED MURES, AND PRIVAE SECTOR: 1982
 

Population nofinally Hospital beds Doctorsa
 
co vered -- - ------- ..- - --- ..-- 


Per 1,000 Per 10,000

Groups (inthousands) % Total Z population Total % population-


Social Security 3,113 17 4,856 16 1.6 2,800 21 11.1
 

Ministry of Health 3,113 50 16,744 
 57 1.s 4,698 35 5.1
 
ard others
 

Ar~ec Forces 912 5 2,093 7 2.3 1,860 14 20.4
 
Fa
Poi
 

.rve~ "bor,,t ~,.o 28 5786 20 1.1 3,984 30 .87, 

-


Eta2 8,226 100 29,479 100 66 13,342 100 7.,3. 

- iO9ta, 

F..'.Vte pof~t- ,inc and ,,,-orofit ent ties and enterprises, agro-industrial cooperativE 
an: other non-govertmental bodies. 

H prbab.'includes substantial overestimates of MDN and
 
IPSS coves 1since ot rer sources indicate approximately 30% of the population have 
no
 
access to e.~ar"'ec health care. 

r Elaes~rrollo gc !aseguridad social en America Latina up-dated with figures frok IPSS and MOH.
 r
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PrSS 	 AND NH HEALTH XPENDITURES PER CAPITA BY REGIO " '3 . .
 

Per 	capita health expenditures
 
(inthousands of Soles)
 

C
 
a b Ministry d e
 

Regions 	 IPSS of Health Both ,Thdex
. 

Lira 	 178 
 62 102 179
 

Nortl, 	 140 19 29 
 51
 

North central 136 22 " 50 
 88
 

Centra 	 123 24 S7 . 65 

South 	 174 43 66 115 

South Cenlral! 181ft 
 J1Sout heast 	 05 

East 	 11723 
 )36
63
 

Average 	 163 3. 57 . 1. 

Regions cover the folloving departments: Lia: Lima and Callao; North: Tumbes,
Piura, Lambayeque, Cajaaarca, and San hartin; North central: La Libertad"Aiazonas 

and Ancash; East: Loreto, Ucayali and Huanuco; Central i' Pasco, Junin and parts of
 
Huancavel ica and Ayacucho; South cintral: Ica and parts of Huancavel ica 
 and Ayacuc:ho;
 
South east Apuriac, adre de Dios and Cusco; and South:. Arequipa, hoquegua, and Tacna,.
 

b4 
IPSS 	health expenditures divided by the number of insured ineach region,
 

Ninistry of Health expenditures divided by total. regional ppulation minus 
 PSS insured.
 
Since some non-IPSS population may be covered by other publicor private bodies, MOH
 
figures are underestimated. 
 .
 

d	 iCombined IPSS and MOH health expenditures divided by the tota! region population, 


beth 	IPSS
. on.sed nd MOH spending. N.ona, Average 100,. 

Comb ined South eas ;,and South figures.\cenrtralI 


Source: HSA estimates based on IPSS, El Instituto,. and, ANSSA,
 

J5VVV
 



"............... . : : ONCENTPATION 07 IPSSS HEALTH SERVICES INLIMiA. 19801 :::: :: : :. :? : 

•IPSS 

i~TotalPopulati on (Lika-Cal'. o) 

lrjsur~d (Lika-Caliao) 

31,0 

57. 

" 

C l i i cs 

Dcoct F" 

42 
5 .0 

70. 08 5Ta 

0 

.e 

Srgi, al , er ntio'ns 5....0 

---
otal 

--------------------------------------------------------------
IPoatiol(Li l -31.0.(Marc 

4 

i-t 

pa6 11desar Oioi01 
se icios del IPSS, 

directly froi. IPSS3 
a 8eds . .. ... 

ej~ra~ien~tv y Oeracion-di ' . ..".....
Liia, 1981; and primary data obta ned 

03b 
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TABLE 1
 

43 LEN1GTH UF HOSPITAL STAY U19a1-84) 
AND PERCENIAGE OF OCCUPANCY (192-83) .
 

Average hospital stay (days) Hospital bed occupancy;W(,)
 

REGIONS 1981 1982 1923 1984. 1982 19813.
 

Lima 
 ., 12.4 12.5 112.9 86.9 84.1..
 

Gene'al 10,8 10.15 10.7 10.9 ...
 

.e.a=et ..':ta 12.2 11,2 1I, 12.4 ,,
 

16.5S 16.2ena "I' - 17,4 ..... " 

r8. 1 7,9 . . .7,4 G O 59.6 + r56.7 " - ., .. .. : . 

'70.3
N"r'k """ a: 9., 8.9 ,., "'9,: .. 70.3 .54.7 3 

.3, 1 

1,~ 04.0
1:, 117 1.4 71.0
 

.,,.4 ,'3 

.... 11,6 .4 11.0 11.8 7:3 7 

S. ... .8 .2 , ' ,8 

a "Since 6 r coitracted servies inLima limited to chronically ill. 

source: S G- niiadiSalud, ltin de la Gerencia Central deSalud, No,2 (March 1984);
 
::! n 6
4 -U'&S)ade
Actuariado y Estadistica, .21etin Estadistico de Prestaciones de
 

. a !?S' y 198'; and Barsallo sore.Poecia.
fnanciabiento de las3prestac3on3 

-3..37 
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7.P
.3 . .. .. . ... ... 

13. 

3..3733.3 

TABLE I1I3~3 

IP3S0 	 1985
HEALTH INFRASTRUCTURE INYESTMENT' 


(inthousands. of dollars)
 

Ifnvestmen ed > Datte indices Re;: indi:; 

Cs-' 53,197 88.6 300 177.3 4.7 111.
 
c 

Huancayo 39,4219 70. 1 500 78.9 9.5 1.6 45.9 12.4
 

PalIpDa 30,3932 33.5 215 141.4 7.5 1. 
 49,.3 6.0
 
d
 

ArequipE I.I III III II1 17,4 8 71 10
 

o'8, 123 012; ., i 212 14.0 1,7 71.9', .1. 11.0Q
 

r 	 1982 .' 

a.a. ... . . . 033. ;:o 1. 1 1 4... . .. . . . . . . 1 . .. .. . . . . . . . .. . .. . . 

HC'Eopital s for non-acutely ill, 

Source 	 Barsallo, ' Ponencia sobre financiamiento d&3ias prestaciones d&salud...";
 
1PS:,"EEIudjiro d;.
la situacion financiera del IPSS'; and Tables 1,3, and 10.
 

. 33.,o c~ 	 r y ] . .: . i 

' :,< : 
3 .%3 

1 '>- . .i!:: i i!,1:! ]l33 : j'3D!II i ­;:i;) 

333 	 3 3 i~ I. 3* ' 33 

k'wk 
3k 

3 3. r 3~ i .. 1 . ~ .. 

i 
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Year, Total Healt. - Health xpenditure
 

Year expenditures expendlitures / as perceltagp of:
 

•," • .... - "(in! billions of Soles) . " :o a ; Xl lii u~' ", .].:i i: 

O4EAT12R5
T197T-76 90.27-'19
 

• 1977 22.,1 10, 4 47.0 : ;:!)
" ] 1978a 33 . 3 16.,9 , 50'. 8 

• 12 aa 61,.2 33.0 53.9 . .
 
1980 123,
25 594 - 3 144.1 618.
 

..... . 380,0 , 235.,: 61,-9 •
1 - - . . .. " 
, , 9 . ; 630.2 389.9 GI's< ...." . 7 -:.: .1 8 , .


,84 t,188,2 " 638,4 .. . .. 3,.. .
~1 
 7. .... ..
 

includtes. oneitr and idical-iospital benlefits:of tihe Medical CapenPrire, 
 . 

<+m-d
!t7Idicaltspital be
m 
 iefits of t e olcupatioels
isls prsgra)i,
 

;"•" ---: C-urci: 1-S-A ba-ie o. l I s~f , and " 9.. . ...- ,i.:tiDatiE
1979.... .. 2 ,TPss, t:. ]able . ;;.<...-- 0 . . 53.9.3 

1981 233.2 144.1 61.8 ,.:T: ;-i~. . ./7.' 


199"2, 7:i 38 . .''
, 7..'::]'{+S7:7:7.: 3 , :7>.'. 6.1'.:;;:ct' 7.:::] . ... .;•' ,t:9\ 'j . .... 
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TABLE 13 

COST OF PUBLIC SECTOR HEALTH CARE IN PERU: 1975-1984 

...
 (in billions of Soles and inpercentages)
 

a
 
Health Costs Percentage *. of Government 

Central ----- -- -- -------- -- -- -- ----- distribution Expenditures
b Zof GDP 

Gcovernment Per capita -----------

.
 

Year e0 t IPSS MOH TotalIin*USt
xpend ur 4s IPSS MlOHTotal .IPSS MOHTotal IPSS MOHTotal 

'9~27,4 114 . 3.9 9.3 13.97 58 42 .100 0.9 0.6 1.5 
 4.1 3.0 7.1
 

1978 1842.2 . 16.9 16.3 233.2 12.29 51 49 100 0.9 0.3 1.8 .. ,...,,
 

lq7j 612 47,9. .. 3. 29. 6 Ell 53' .100 1.0 019 118 11, .. 

1980 Q,5, 1,7. 6 3'4.0 11. 22.38 C8 42 100 1.4 1.0 2, 4.9 S3.E. 8.4 
4444 - : -41: ,i . , ! , ) ! : k # -.. ' / ?: > , - -b . A 7 : . . , k .i j<:t? : ' , -:.i : o , '. ] - i .., , z 4':'L 


. 8,44444.4: - ,:: : 
2,7,4, : 

: 
2', 

-

22 37 ", :4. 63 100., ' ; : , i - \ .: : , m - '. : 1.7 1.0 2.7 6.3 3.7
: - ! :.'" , : '?? ': : : : ! i ? : ? 'S : i 7 ?10.0i'? > ? 
 : {
 

!q:82 1321. 30. 166.3 29.04 59 41 100 1.8 1,2 3.,0 6.6 4.71.23D.4 40!. 7 
+ 4< . "." . . c : 4<)V9 :. 

.. . . . '7 " . < -? : 7 L- : ' ,: - .: . .: 1 > . s -~ .2603C 7346.0 38,"9 341.5 71.4'l21.91 ,. 53 47 .
:7 CO T . ;: 1.3 5.3
7 17..::: : . F P, ILI E C F : EAL<. .H C RE 100. 1.5 2,8 4.6 10.0
. '- .1719 5..'3;> ;1 8. -I:,.] . , t< e ' ..> + < >.>- i+4
,'N P RU .- :- ..,, h ;,,:, ,, : _7' r!" Tt'7 > . i:7I: 

7 
(4 44 

1984 57,1, 1700 638.4 725.6 1,364.0 18,01 47 53 .100 1.1 1.3'2.4~37 .4.3 8.0 

ExcILudeis th Ar ffed sotiE mi nor pub1c agences,For ce5 ando .U.... 

At th; o fical ehanget444 rate.. '4 '4 
z~i : .1 7 027,4 141,.45.
 

,4I-. 3 3s ,... 2 ,42,41, 2 4414 "- , 1,8 , . 4~ySoCurces5: GNP anld pen5Es ANSSA estimates based , .5 ', 4.4..: 4 4CoVernm11enlt fe frori on El !nstituto-. and E[ dearlo
 
Health coJsts frot table 20 and HSA figures.
4 '<; " , ' ,4
 

4'4 
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TABLEI14 

[P55 ADIIINISTRATINE COSTS: [975-1984
 

(in billions of Soles) 

,:~~~.. .- :......... . ..........................
,:. : ,,: .L:L, ...............


'b 
a Health Care 

Total IPSS IPSS Administrative Health Care Admimistrative 
years E-penditures Expenditures Expenditures Expenditures 

Trotal % Total ' 

1975-1976 1A . 12.4 113 10. 5 
1/7 23. 1. 1b
3. 


1979 611 31.0 2.5Hahr.8 1
 
.9.0 128.T2o 626P6 5.10 8.0 
1981 233.2 28 1..5 125.6 6.4 5. 
198 380.0 43.4 11.4 207.0 3.5 6, 
1983 630.2 75.8 12,0 35..30,991 5.6 
1984 1,18o,2 131.5 11.1 .5 ' .... 50,7 8.2 

a 
Ex,-uc s persnel expenditures, " 

xclides 

Nedi*a: care prora&,
 

E I personn e and central administratiye expenditures attributable to t0--e 

Before !981, administrative expense. were lumtped with personnel costs and 
'provisiones del ejercicio" as "operatitio expenses.'
 

Source: Estimates based on IPSS, lInstituto,.,, IPSS fiuresm, ,85.
and internal Decexber 1


.4. 
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. EXPENDITURES BYBUDGETARY ITEM: 1981-198'
 

*(npercentages) 

ITEM 198! 1982 1983 1984 1985
 

Salaries aiecfte 3915 38.5 43.5 48.2 50.3• 

Medical suppiies. 20.0 20.0 21.8 20.9 24.3 

Ccracted anid fre-d,:oice services 20,7 . 21.9 , 18,1 18.0 15,0 

Montary benefits 17,1 18,0 16.0 12.8 10.4 ." 

Capital goods 2.7 1.6 0.6 0.1 . 0,0 

Tlotal" 100,0 100.0 100.0 10010 100,.e . - . ,. .. 

.. ur,-.c HA eSi at es based or Barsallo, Ponencia sobre financiami ento de las 
prestacione sde salu.,.. 

3- • .. - .. , 



TABKE S 

iPSS EMPLOYEES AND SALARIES: 1975-1984 

Year 

1975 

1976 

1977 

1978 

1979 

-----------------------------------------------------------------­
a . IPSS Remuneration 

:, of No. of employees, as percentage of 
IPSS insured per ,000 total social 

EpoyeeS (thousands) insured security expenditures 

21,598 2,222 9.4)... 

* 21,*6 
22,000 "., 

23,503 2*,.. * 24.4 

23-,900 ... . .. 25.8 

24,136 .. *6,4 

-..­ "; 

"-?,: 

. 

19S: :;,.,.s 2-',995" 9. 27.3 

305 

:924 9,E04 34511 81 29,64 

Scr:: Eic)ees ant re~unerat ,cmfrom IPSS, E1 instituto.. insured figures from Table 1. 

.'3" 
iiliii k!:-',A 

1 



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

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

TAKLE 17
 

LEGALLY MANDATED CONTRIBUTIONS TO IPSS: 1985
 

(as percentage of insured's salary or incobe)
 

Proaraks Eployee Employer Total Self-employed Pensioners
 

---------------------- aI
7-------------------------------------------------­

wled.:ai Care 3,0 6.0 9.0 9.0 4.0a 

Pensions 3.0 6.0 910 9.0 0
 

b
 
Occupational ri. 0 .0 4.0 0 0 

c 
Total 6.0 16.0 22.0 ,18. 4.0 

a 

Pension progra= c'nt~utes aditional 5%.
 

Naticfna; aerage; Drelu, varie., froL Ito 2,5. according to risl.
 

z.iiie anE~tn n haximum earnings lihits. 

E CuLrrent 'Igzat~on. 

44 
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PUBLI( SECTOR DEBT .0IPSS AND YhS DEVALUATION: 1569 985
 

b
 
* 	 Debt in Debt in Debt in Devaluation
 

current dollars 1985 loss in
 
soles (millions) dollars current
 

Sector Period (billions) Dollars
 

(millions)
 

*d
 
Central Government I969-79 13.8 59.7 1.4 58.3 

i 930-82 2. 30.6 24 28.2 

1983 9.7. 52.0 9.8 42.2 

1985 272.5 28,7 28.7 . 

-

Su,,-Ta,
i 	 1969-85 643.1 232.0 67.7 164.3 

Public 	 Enterp'i- 1969-4 98.5 25.0 10.4 .614 

I 7 -


P"aaa :.975-3:7 3,6 3,: 047.7 

:r,:tdIng dEinquenc) (,ori),a 

Based on official exchange rate at end of debt period.
 

dincludes central government, central public institutions, national university :J CORDES.
 

-etropolitan Li a only.
 

Preliminary estimate.
 

Source-,:Estimated fro! IPSS 
 es pov'!ed by the Gerencia Central de lnscripcion, Acotacion y
Recaudaclon, Grupo Ce~itral de Adeudos, December 12, 1985. 

Z ', . -= ' - ! -:';;,':- :: ,.;:' ." .' , '' ,.",:5 .: -•.
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TABLE 19 

ANNUAL YIELDS ON FINANCIAL INVESTMENTS MADE BY
 
THE IPSS-MEDICAL CARE PROGRAM: 1980-1985
 

Yields (percent)
 

Tl* of 1980 a 1981 1982 1983 
 1984 1985 
NO=pnai Real Nominal Real Noinal Real Nominal Real Noainal Real Nomina! Real 

DE..i.t
 
Ctrtif:cates 40.5 -20.3 65.9 -6.8 67.4 79.6 -45.5 79.6 <73.7
-5.5 -31.9 -92.4 

Pala-ataa bonds 
a-, debt 0 -. G.Otea1.0 -66.7 6.0 -66.9 6.0 -119.1 1.00 "1 1. 6.0 "60 .. 

Batk ee t .t i cate., . . 10.1 1(). 10.3 10.2i U dollars) 

,.,ofinflatior, 60.8 72,7 72, 125.1 111.5 1 

1,.-b H t -r 

NoL'i nal i.,Inus nfIat ion ra'e 
A bae
.M. a! fore~ast; cr',Septe~ber 1985.. 

age f ' t u fr: to 10. 

Source: Est ifieat basec on ,IPSS, "Estudio de la situacion financiera del IPSS, Li a, Septetaber 1985, and 
infrm Aro a dEIa Geren.-i a de Finanzas, Dec emb er 12, I985..optir AesoriaEc onomic 

464 
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. TABL.E 20 

> 

INCOME AND EXPENDITURES OF THE IPSS MEDICAL CARE PROGRA0: 1975-1985 a 

Billions of Scce at Billions of Soles 
current prices in1975 constant prices 

............................. . --
L b Balance 

Ea 'oU" te (etitu(eSBalance Inco&e Ex rnditures Balance (Percent) 

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

c 

Balance 
'inmillions 
of dollars) 

1975 

S,. 

659 

'4 
. 

. 
6.97E 

597 

5 

0,9 

2! 
.7 

5.0 

34.2 

. ) 
.7 

* . ::79 3...... c3 4.3 5,9 . (1,7) (39,2) (40) 

79121,919°82 3, 

1984 £029 

4,1 

192 17.254(5.) 

367,9 

, 636.4 

(460)
(30W7) 

(20,2) 

.3 

. 

5,8 

48 

9,4 

, 

67,5 

5,0 

" 

(1,21 

(2.2) 

(0,7) 

(0.2 

(12,7) (364) 

(34.2) . (78.9) 

,8 "(1.5).(....5­

(4.9 (7.6 

: 1985 :,33E,. 1,654.3 
a' 

184.3 5,4 4.905 1.09, 

* Includes current and capital income of the Medical {Care Program1 pension fund contributions for 
pensioners, and current and capital income transferred froa occupational risks fund (excluded !975­

>79). ,, 

.. .* 

includes operational' and capitil expenditures but not central administratiye costs of the 
*Care Program and Occupational Risks Program (the latter iseicluded in1975-79). 
c 
Estimates based on annual average official exchange rate., . 

Prfl,,inary 'estizates based or, figures at the beginning of December, 

Nedical 

m 

Source5; 
....". ....., .. .

EstiateB based on IPSS 'Estudio de la situacin financiera del IPSbb( Litpa, September1985~ -EIPS E nsti tutc, ;and informat ion froD the IPSS, PlanngadBge Agn,
Nce~be1-23 185,.i: 

aaa' 

a 
a 

u?.L fgq 7L 
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TABLE 21
 

FINANCIAL RESERYES OF THE IPSS MEDICAL CARE PROGRAM: 1975-1985
 

a 
Legal Actual Actual Actual 

Reserve Reserve Surplus Inflation Reserve Reserve b 
(incurrent (incurrent or Index (in1975 (incurrent 

Year Soles) Soles) (Deficit) (1975=100) Soles) US5) 
(i llions) (millions) 

1,b3 100.0 6,885 153.0
 

1976 1,890 8,322 6,432 144.7 5,751 120.0
 

.... ~ ,31v 9,287 6,977 191.6 4,847 71.2 

O 913jJ 7,130 332,2 2,864 45.8 

... . , . 7,134 554.7 1,900 4.7 

1980 E3 0 5,941 (4'19) .892.0 , 666 17.3 

1981 15,420 239 s,181) 1,540.5 16 0.5 

1, (20,193)
195 . .... 3:7 2,663.5 12 03
 

810 42,165) J,995.7 0.05
 

.9S- 9,700 290 (89,410) 12,680. . 2 0.01 

c 
,92 117,240 14,734 (102,506) 36,723.9 40 1.3
 

Estimate bY calculating 307. of remainder of previous year's income minus
 

At current mArket exchange rate,
 

Based on the inflation rate in September 1985. 

Source: eserve at current prices and.in dollars. from Jose Barsallo Burga, .Ponencia 
so~re financiamiento de lasprestaciones de salud en el Instituto Peruano de . 

Sat Li~a,0ctober SBScLegal1 reserve, inflation, and
 

.7we at . r ' 
.iei 
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TABLE i.2 

SOCIAL ECUI ME AL CARE FINANCING AND COVERAGE INEIGHT LATIN AMERICAN COUNTRIES 

-vith medical Xof total social . Reserve balance as 
coverage eccentage of salary contribution security expenditure percentage of revenue .3 

(1980-1983) for medical care (1982-84) for rediCal care of (,edical care 

COUNTRY Total EAP! E~ployee Employer State Total (1960-82) (1980-82) 


, razil 96 96 - S8.C 8.0 0 16.0 24.3 .,dd .... . .. 

Chi 77 6 .0-6.5 0 0 5.0-6.5 21.7 24 

g c .
 
Suba 100 100 . 0 ,0.0 g 10.0 42.3 " 0
 

Costa RIc3 67 E 5,. 9.25 1.25 16.0 74.8 (9) 
c

Eu ,."-7,0 6,0-,0 0 11,0-14,0 . 34,3 ... . ..... 

-eiccO 60 .2 62-62 1 121 9.0 (10)
 

Para a 5 54 . S.0 0 90 54,6 (
 

- eru 18 38 ,0 6,0 0 . 0 69 .. (53) .. 

a------------------------------------------------------------------------------

Social Secur' y anoCrD s ccount....e. public sector agencies.ountri esinclude otherother eX0CeseS 


£cooiicli .a-ie 
.. 

Conerbtont:.. al i, :1 prorams; no separate medical care contribution, .. . . 

d
 
systek, ~Newv 6%,oi'c Ct:.% 

.. f.: ", r : , - . . : , i ' . . . ..Old systei (1980).
 

Accordin, to law ratle tar Ec''er ae statistics. 

State finances El1 are bit enterprises pay acontribution of 107,on salaries for toonetary

benefits, inclucing ie~ an . vua',irity subsidies. ,334
 

~> Sources: EI desarroflc; s'r da social; ECLA, 6E i 1984; and information froio the different 

SOCial1 secirvjE iUtLte. in the different countries, 

43 , . . 3 -.'4. : -'9 - 3 

• 


. 

:
 

; 

............
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- TABLE 23... ::
 

CAPRESOCIAL SECUP TYMED I C BENEFITS INEIGHT LATIN AMERICAN COUNTPRIES 

Monetary Payments Medical-Hospital services
 
----------- I------------------------------------


Sickness Maternity Contribution Entitled Dpendents. 

Week.s X of Week)"s we-kB of 
.b4 

. o. A~~s-------------- Weeks 
COUNTRY Required salary duration requir. salary)!duration Sick. Matern. duration Wife Children Parent
 

Brazil 52 70-90 52 52 1 
 a) I I 
J . 100' 1. 0 X . 

Chie 1 160 212 10 .3 0 0 . x *
 

CostaRic 4 5( 26 ,6 50 - 4 13 5? 
 i. • 

i Cuba V 60-90 52+ 1 18s0 0 0 e x. 

Ecuador 26 66-75 2, 7 8 26 26 26 c 

EMe:, 6(52-78 100.
6 30 
 12 0 0 "52-104 x x......... 

a..26 70 1 0. 
a 

0 
a 

26 ..t9,100 2t.t52 
:Peru 13 0... 52 .. . 39. f 12 ...13 26 52 d" c
::'"
 

--. I : . ? .. :-:: ~~...... .. ..- ">, 

In~edi ate ent~tt i~ant for a; insured (c4 a I worI~e" s inCuba). o. , 

b 
eneraIy up To 18 COcountIie jdi or overyears; ute inc students harldicapvet" *.. 

L.i 

d.lMaternity. n y, . -... ... . ! : . .. .... . .. . . ... + ,:­
?jatirnyon y. 

S e 

Indefinite,
 

"Source: "Filnancing Health Care inLatin America and the Caribbean',
Yesa-Lagq 
 World Bank, 1983;
 
El Desarrollo,. ;aimd legi slat ion of the& c ountr es,
 

50U
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TAKLE 244 

SOCIAL SECURITlY SERVICES HEALTH STATUS IN[EIGHT LATIN A-MERIC-AN COUN"TRIESHEALTH AIND 

Hospi tal 
4d)inistracive 

beds per Doctors Mortality rat, Life proportion(7%) of Ayerage Average
1000 per 10,000 ------------------ Expectancy social security hospital hospital'4 

inhab, i:,ab tants General Infan' at birth .expenditures occupaicy() stay (days) 
COUNTRY (1980-82) (1980-52) (1980-82) (1980-85) (1980-85) (1980-83) (1979-83) (1981-83) 

a *a b
 
Pra-,I 4,2 7,8 8.4 70.6 63.4 12 .
 111 ... .. 

ehle 3,3 9.7 6,. 27.0. 69.7 7,5 . .76 .; 8.8
 

Costa Rica 3. 10,0 9 18.0 73.0 6978
 

Cub I 7 5 81 9.6
 
Ecuador , 70 ,1 6,9 61.3 2.0 58 8.2
 

E.3 ~38.8'. 3e.c 64 6c,.7 '1. 7 . 

3.86Pr 9, 4. .0 71.0 5,4 , ., . 
', , 'c. . . . 

Petu i1c 56 5,E. 
 1210 .72,..... 

Excludes pveronnel e.pinse:. 

'IMSS-COPLAlAr'(social security itedical care prograt) only . ... . 

Sources: ECLAt Anuaric Estadistico 
1978-1980 (Geneva, 198'J); 

1984; El Desarr'oiIo, . .'OTT, 
and tables on Peru. 

E!cost de Iaseguridad social ..... 

' . 4I! ' 4' 4 5 14 


