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Executive Summary
 

he Re'earch Triangle Institute / 

University of the Philippines, 
School of Econormics (RTI / UPSE) 

I lealth Sector Financing (I ISF) study is 
intended primarily to establish time 
series health care financing baseline 
data, develop efficiency measures and 
conduct policy simulations. The study 
was conducted in tandem with other 
analytical pieces on the roles, con-
straints, and prospects of the public 
and private sectors in the delivery and 
financing of health servikes, including 
the Medicare Program. 

The study was divided into three 
separate but related tasks : 1) the 
development of a health care financing 
data base, called the National I lealth 
Accounts (NI IA), as the basis for fur-
ther development under the I lealth 
Finance Development (I IFD) Project; 
(2) the development of health sector e'-
ficiency measures; and (3) a po!Icy 
simulation exercise. 

Majar Findings 

Size of Health Sector. The estimated 
range for nominal total health expendi-
tures in 1988 for the Philippines is from 
P14.322 billion to P15.676 billion when 
corrections are made for lack of data on 
several categories of private health care 
expenditures. Even assuming that the 
excluded categories amount to 30 per-
cent of private health care expendi-
tures, a generous assumption, the per-
cent of GNi' devoted to health care is 
only 1.91 percent. Thus, it seems likely 
that health care, as a percent of GNP, is 
much lower than previously thought. 
Total resources, both public and 
private, devoted to health care in l988 
is likely to be in the range of 1.66 to 1.91 

percent of GNP. Previous estimates of 

GN' devoted to health care are much 
higher, in the neighborhood of 2.5 to 3 
percent of GN.R 

The estimated range for health care 
as a percent of GNP is much lower than 
that of Thailand and Malaysia (with at 
least 3 percent), China and India (with 
at least 4 percent), and South Korea 
(with 5 percent). The relatively low 
levels of total expenditures for health 
in the Philippines compared to neigh-
boring countries does not, however, 
necessarily suggest that total expendi-
tures as a percentage of GNP should 
automatically be increased to levels ap-
proximating those of other countries, 
The qiuestion of how efficiently the ex-
isting resources are allocated is a major 
consideration. I lowever, the data do 
suggest the need to consider the ques-
tion of whether current levels of spend-
ing for health may in fact be subop-
timal. 

Macroeconomic Influences on Heallh 
Financing Prospects. The macroeconomic 
characteristics of the Philippine 
economy have important implications 
for l:alth financing: 

1) slow growth of household incom-
es and continued high poverty rates in 
the Philippines mean a reduced 
capacity of households to finance 
health expenditures, including private 
health insurance; 

2) since the Medicare Program only 
covers the formal salaried sector in 
private and government sectors, the 
slow shift in the proportion of employ-
ment from agriculture to modern in-
dustry means a slow expansion of the 
population that can be readily covered 
by the Medicare Program; 

3) slow economic growth means 
slow growth in government resources 
that places a limit on government 

resources that can be allocated for 

health; and 
4) high rates of inflation mean 

erosion of purchasing power, including 
that for health care services and other 
health promoting goods and services. 

Use of Public Hospitals, The pattern of 
public hospital use appears to vary sig­
nificantly by income class. As income 
increases, the use of public hospitals in­
creases initially, levels off in the mid­
income range, and then decreases over 
the higher income classes. The use of 
government hospitals by the highest 
income groups, however, is about the 
same as the use of public hospitals by 
the lowest income groups. The data 
tends to dispel the notion that the only 
low and middle income groups use 
public hospitals. It has been suggested 
that people in higher income groups 
are effectively using the public hospi­
tals as private facilities; they are ad­
mittled by private physicians and use 
private rooms available in the public 
hospitals. If tnie, this pattern suggests 
that higher private room rates and 
other services in public hospitals, in 
line with what is charged in private 
hospitals, could be established to in­
crease the cost recovery rates of public 
hospitals. The use of other public 
health facilities, most notably BlISs and 
RI Us, declines significantly as income 
increases. 

Family Heallh Expenditures. The most 
recent data available on family health 
expenditures indicates that 1.7 percent 
of total family expenditures were 
health care goods and services in 1988. 
Families, however, spend proportion­
ately more for items such as tobacco 
and alcohol than for health care. This 
suggests that there is room for modify­
ing expenditure patterns with the aim 
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of promoting better health, and hence 
on future health care expeiditures. 

Family Planning Expenditures. Over the 
period 1978-1988, real total family 
planning expenditures from public sec-
tor sources, including GOP, USAID, 
and other donor agencies reached its 
maximum1 point in 1981, and has been 
declining over the remainder of the 
period, with the exception of a modest 
real increase in 1988. The likely 
relationship between family planning 
expenditures by the public sector and 
the increasing growth rate Of the 
population in the Philippines suggests 
that increases in family planning ex-
penditures could rulieve pressure on 
public health service budgets. 

Health Sector Performance : Efficiency and 
Equity. The review of available data in-
dicates that while there are indicators 
that suggest that the health sector may 
be operating at a lower level of efficien-
cy than potentially possible, only a few 
conclusions about specific aspect'; of 
health sector performance because of 
major gaps in information can be 
made: 

1) Intersectoral Resource Allocation. 
The national level of health expendi-
tures as a percent of GNI" is still lower 
than in other developing countries in 
Asia. While this might be taken as 
evidence of under-investment in health 
care, it is possible that the Philippines 
is under-investing even more in other 
health-promoting activities. I low much 
additional spending should be made 
for health care and for other health-
promoting activities would depend on 
how efficiently current resources are 
being allocated. Such information is 
not available for the non-health sectors, 
and we are only beginning to look at 
this for the health sector. 

2) Flealth Service Structure. The com-
mon perception that the health sector is 
inefficiently allocating resources be-
cause of its emphasis on hospital (cura-
tive) care relative to primary (preven-
tive and promotive) care cannot be 
readily supported by available data. 
Recent efforts to improve efficiency, 
however, point to the fact that, ex post, 
the health service ;tructure was less ef-
ficient in the past and that the potential 

exists for improving efficiency in the 
future both as a result of improvements 
in medical technologies and strong 
political and administrative will to im-
plement known cost-effective tech-
nologies. 

3) Access to I lealth Services. Several 
indicators, in spite of measurement 
problems, do strongly suggest the per-
sistence of unequal access to health ser-
vices arising fromr both demand 
(household income) and supply 
(health facilities) factors. Efforts to 
widen access through social insurance 
are only partially successful due to con-
straints iniposed by the overall perfor-
mance of the macroeconomy. Efforts 
are being made by the DOI I to im-
prove access through its budgetary al-
location procedures and piogram 
prioities. Fhe impact of these efforts, 
however, have not yet been assessed, 

4) Service Focus. While the ap-
propriate focus has been clearly iden-
tifited, that is, towards major health 
problems and towards population 
groups most in need of services such as 
tie niral population and the poor as 
well as various age groups, the actual 
coverage of various services and 
programs has yet to be accurately 
determined. 

5) I lealth Service Utilization. There 
are indications that service utilization 
is less efficient that what it could be. 
Such indications include the large 
proportion of reported deaths without 
medical attendance, the large varia-
tions in hospital occupancy rates by 
types of hospitals and across regions, 
and the leading causes of hospitaliza-

tion based on Medicare cases. The un-

derlying factors influencing less effi-

cient utilization, however, have yet to 

be determined to guide the identifica-

tion of concrete actions. 


6) I lealth Service Production. There 
are indications that input mix at the ag­
gregate level might be less than op-
timal. Such indications include the ap­
parent decline in maintenance and 
operating expenses in DOI I budgetary
allocations in recent years. Moreover, 
the manner in which budget cuts are 
effected further distorts input mixes 
that are likely to exacerbate current in-
efficiencies. The recent initiatives 
which changed input mixes in the 

provisioi, of basic services and the 
adoption of networking activities 
among hospitals point to the fact that 
past input, mixes and capacity utiliza­
tion we,'e less than optimal in the past 
and thiat the potential for further im­
proving efficiency exists. 

7, Management and Operations. 
Tiere are many cases, often undocu­
mented, that point to managerial and 
operational shortcomings of both 
public and private sector providers in 
the areas of logistics and information 
systems particularly on cost, target 
populations and coverage of programs. 
I lowever, there are very few systematic 
studies on the management goals, in­
vestment and pricing decisions, and 
various operational modes of various 
provider, provide inpots into a 
more systematic assessment of their 
managerial perforiance. 

8) I lealth Care Financing Efficiency. 
Further efficiency gains can be 
achieved through modification of 
management and operations of 
Medicare and user fees in public hospi­
tals. A number of community financing 
;chemes currently exist but little sys­
tematic assessment of their long-run 
viability and sustainability has been 
made. 

9) 1lealth Care Financing Equity. 
Public provision of health services 
financed by taxes tend to be highly in­
equitable because the effective tax rates 
are highly regressive. The Medicare 
programs covers only a small segment 
of the total population which are on the 
average likely to include the economi­
cally better off relative to the popula­
tion still not covered by such a scheme. 
User charges in the private sector, 
without compensating pricing schemes 
for different income classes, tend to be 
regressive. 

Limitati 

Data. A large and important part of the 
study was to collect and critically ex­
amine health care financing data that is 
currently available from secondary 
sources in the Philippines. Unfor­
tunately, what already was suspected 
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to be the availability and quality of the form necessary for efficiency measure- tion came close to matching the limited 
data was, in fact, true. ment and accurate simulation model- NI IA data available. Even so, the 

A critical requirement for the I IFD ing are simply not available; the NI IA model required substantial modifica-
Project is detailed and accurate data to data base is not sufficient in its present tion for the application to the Philip­
inform tile policy agenda formation form for even the more basic forms of pine setting. 
process, support policy research and analysis to accurately guide health sec- In order for any model to be useful 
track the results of demonstration tor financing policy. for policy simulation greatly depends 
projects and implemented policies. While there exists a large body of on the completeness and quality of the 
Data on health care financing in the data (although often of poor quality) data. The current version of the model 
Philippines are not well developed and dealing with many aspects of health and tile simulation exercises in this 
integrated. There is a woeful lack of sector, there is not one complete set of study are severely hampered by data 
reliable practitioner, facility and information tha t could be used to fully restrictions. 
household data from which to generate and adequately assess a specific aspect 
accurate aggregate estimates of health of health sector performance. This a 
sector expenditures and financing in major limitation because assessing R 
the Philippines, for the even single of health Recommendationsespecially a aspect sector 
private sector. Available secondary performance, for example, service 
data on the health sector arc scattered structure efficiency, requires a number 
in a wide variety of government of interrelated indicators measured at NHA Development. Clearly, akey require­
departments and private trade associa- various levels, for example, sector ment for the I IFD Project is the full 
tions, including various offices of level, service level, and facility level, development of the NI IA. The fully 
DOll, NEDA, NSO, COA, DIM, Any gaps in information reduces the developed NIIA would provide reli-
PMCC, lIA, and others. lrivate sector confidence we have oil any conclusion able information on public and private 
data are scarce, and lii'ited to a few that might be made on the availability supply-side and demand-side health 
dated small sample surveys of private data. care financing, and support all I IFD 
facilities. There is no central storehouse There have been a number of health project components. A centralized 
for health sector financing statistics. sector financing simulation models NI IA data base would support policy

As the first step in the process to developed and applied to other agenda formation, policy research and 
fully develop the NI IA, the RTI / countries, but such a model has not simulation, and testing the feasibility 
UI.E study collected and developed been developed for the Philippines. Be- and effectiveness of insurance and 
time series data from tile available cause of the wide range and mix of hospital demonstration schemes. 
secondary sources for the period 1986- public and private sector health A menu driven NI IA will enable 
1990. The complete set of NI IA statisti- providers and risk-sharing schemes in standardi,d regular reporting of the 
cal data tables are contained in Volume the Philippines, and the lack of detailed current statis of the health financing 
II of this report. Even so, the NI IA is or aggregate private sector data, simply system and efficiencv indicators to key
still in its infancy; the data base is far applying health financing sinrulation policy makers. Continuous monitoring 
from satisfactory to answer some of the models developed for other settings to and trackin, of heaIth financing data 
most basic questions for sound policy the Philippines is problematic. More by the NI IA will reveal trends, inform 
decisions. What is the infant mortality sophistica ted silatio rodels re- policy research and simulations, and 
rate this year as compared to fivo or teli quire extensive data oi both the provide tile basis for accurate short-wn 
years agoi? I low many total physicians denrand andAls, rV sides of tie public and hig-run fuirecasting. 
and nurses are currently practicing in and private sectors, and so can not be Tile full development of the NI IA 
the country? I low many people were used for health care financing analysis should involve standardizing and corn­
hospitalized last year? I low much of in the Philippines. Less sophisticated puterizing currently available and new 
total national resources was spent on models Only include the public sector public health sector data in a format 
health care, and who paid for it? These of the healti care market, and so do not suitable for quick access and analysis. 
and other fundamental questions can- account for a large portion o,' the Supplemental data bases should be re­
not be answered today without making ma rket. quired for micro-level survey data col­
cavalier assumptiors and crud estiiia1- The simulitioni Model used ill this lected for 1) supply-side health care 
tiois based on incomplete and soni- tudy is a modification of a Model data for both the public and private 
times questionable data deveCloped by the World Bank, alld es- sectors; and 2) deanrrrrd-sidle health care 

senitially involve, simple sets of ac- use data from houeholds. Micro-level 
Elficiency Measurement and Simulation coulnting relationships describing tile public and privatc facility and 
Modeling. Perhaps eveni worse than 1Ie c ,t of deliveriig services only by tile IIousehold saiple ,urveV dta should 
problem of answering the t1ut Iusit public supply side of tire health sector, be required early' ill the II) project to 
health sector (question. dile to data It wa chiosn: for this, study primarily establish reliable baselilr data, and urn 
limitations is that accurate, conrlplete, becaus1e the data requ0rd for its opera- continuous regular schedule to monitor 
and detailed Up-to-die data ill the chIraii,,es over time. 
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On theisoupply-side, the.N IA should 
track poblic and private sources of 
health sector finance includin, : (I) 
public expenditures through central, 
provincial. and nniticipal authlorities; 
(2) private health care, prices chared 
for the use Of privale clinic, holspitals 
and practitioners; (3) price, and pay-
ments made to traditiiOIa prac-
titioiners; (.I) user charge, levied fr l, 
of pu~blic health care facilities, itnclud-
ing) voluntary donations; (7,) pryrelVlnt
made tLIdtLr healthl care sc+herie", 

I finallced hv ernplivic'r.; (I,) payient, 
made rUi'dr health car,, il urine 
schetIes; (7) religiou,, civic, itil 
philanithiropic groips health care 
provision; and (8) privat' rod public 
disaster relief ,iid used fr health care. 

OnIl the emanid-side, tihe NI IA, 
throulhi nationall v reprt,sentatiye 
sample sIr \V, XVIl d providte 
hoIstlOhid health ca re IaccLI ald 
tItili/'atitn data including clihict' iOf 
puLlic or private health facilitits aid 
practitioners, public arid privat' health 
cart' eOpend iutort' data, inisuranuct 
coverage atdi enefit pa ve' its, ,rid 
sociO-ec1unlic andLI1'liiraphiC data 

Efficiency Measurement. Side by side with 
the development of aggregate in-
dicators described ill NIIA develop-
ment, there is a need to obtain more 
detailed info rnatiin through special 
studits to fill some of the glaring gaps 
ill information, includill, htit not 
limited to lit, following, the details, 1rd 
justification for which are givel in- ,'c-
ti' n : 

It cost-effectivenes's of various 
pIuliHc health pro,,rams as ilplt,-
nilen1ttd oil a llatiolal scale; 

2) inure cniplett, infirmatiion on 
civert ,,e ratesL 0f various p1hlic hetalth I 
pro,,ra ii; 

S) dCterninaunts of health service 
iltili/atiill; ,nd 

-I) cost structures rif hospitals. 

Simulation Model Development. ''llt, cur-
rent version Of thit, siiItlatiO tItndeIl 
uised ill this SIIdv can lit vit'Wtd as the 
corner-stunei f a lar-er, more cuon-
plee, l'hilippinet' I lealth Sector Financ-
in, MlI (PI ISFNI) to lit developed
utitder the I IF) I'roject arid related re-
search efflris Nlist itnportantly, to 
provide a tlly accurate reliresettat ior 

of the total IlIhi ippine health sector, 
several major coliponents of thte 
demand and supply sides of the health 
sector shoiuld be added ill future 
d eve II Int work, in cll idng, but not 
li'riled to: 

I) private sttor supply side; 
2) private sector demnld, including 

demographic factors such as the age­
sex distritiution of thet0,population, and 
OIpidemioloical factors; 

3) iiwn-price and cross-price elas­
ticities that accou't for shifts between 
alterrative pUblic 0i1d private health 
care providers; 

,I) eC\igeills niaLcriccionomilic factors 
that itluIcCt 110tli tIlt' deland and 
supplv sdet, of tire health care narktt; 

3) linkag'es between tle' major input 
and outpiit CotIpniilent' iif tilt' health 
care ia rket. 

'111' futulretldu lili eflort tlo atdd 
these Clrilllierits lltstI1C cloe'I'l coir­
diIted with futtrc NI IA data coilItc­
tion to enure that datan relurirt'ernnts 
finra inor, omplee l'l IS:Ni art' met. 
U 
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Main Report
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r -

Introduction
 

Background 

t the time that Research Triang,, 
Institute and The University of 
the IPhilippines, School of 

Economics (RTI / UPSE) collaborated 
to c(ndl Uct this sttldv, tle Ulited States 
Agency for lInternational DevetI pnlen t 
(USAI) was in the process of design-
ing a bilateral project with thieGovern-
menit of thi Phil ip pines (GCOIP), tirough 

As part Of the project dlesign effort, 
USAII) and [)Oil siglned 1 ilimited 
Scope (Grant Aireenitin t (I+SGA) which 
provided resources for viriotis anati-
cal studits, of whlich the RTII / U[;SIF 
Ilhath "SctorFinanCing (I ISF) stlidy is 
one. Thes:e hackgronid anal ti Lat 
pieces pro'id all overeView Of the 
m1h its health care Ciig inif firla, 
the Ilhilippi nes, the coiis(raints to 
growth and iniproved efficiency taced 
by both the public and private sectors, 
anid sectoral dIevtiopment issues with 

the Department of I lealth (D)II), particular emphasis Oi the priviat e sic-
I leaIIth Finanice DeveiIOpli, nt (1111)). tor. They also inidicate tie reqiiired 
The purpose Of 1ie IllF) tiroject is to poliiv ilnitiatives ill the area of health 
increase resource mobilization, Ufficien - care linanCilng, ailI tie direction )OI I 
cy, and liluaIitv Of health care by ira- and USAIID should take in promoting 
proving the processes and institutions 
for generating and implementing 
policy initiatives and reforms in the 
healthse 


Three objectives 


77e lealth Sector Financing 
stmld
lis int('inhedtrimarihl 
to 

*establish timne series 
health care financing 
baselinedata 

*ieve,'lot effici1nCil 

measures 

conductpolicy 

simulations. 


development of the sector. 

and Objectives
o e 


lie RTI /UI'SE IISF study is in-
tended primarily to establish time 

iseries health care financing 
baseline data, develop efficiecV 
measures and ciiilduct piilicy siiiutla-
tions. Thi Stutldv was conducted in tan-

dem with other analytical pieces on the 
roles, constraints, anid prospects of the 
public and private sectors in the 
delivery and finaiicing of health sir-
vices, incltiilin, the Medicare Irogram. 
Together, the studies are meant to pri-
vide a comprehensive overview of 
health care fiiianciiig in the Philippines. 
The overall purpose of the companion 
studies was to provide iniputs ilto the 
design of the IIFD Project.

Thil study was divided into three 
separate but related tasks : 1) the 
development of ahealth care financing 
data base, called the Natiinal I lealth 
Accounts (NI IA), as tie basis for fur-
ther development under the 1111) 
Project; 2) the development of health 

Sictor etticiencv Mieasures; and 3) a 
polity sinulltion eercise. 

Health Care Financing Data Base 
The National Health Accounts. A critical 
requirement for the IllI) Project is 
detailed and aICirarte data to in form 
the oticV agenddato'n,ltiil process, 
sttpport policy research aid track the 
resitl ts of ieil Onstration proiects and 
h pLiiIr0,nlCd p tlicies. The deV'eop­
1ieIt alnl contii iins upiating of the 
NI IA vill fulfill th IItequii reinrl. 

)at an tiealth care fi nanicinig in the 
I'lhilippiriies were ]lot well developed 
aiid iltegratid at tthe time, of the studhy, 
and accurate data were not available 
for policy simulation modeling eer­
cises. Major initiatives in health care 
delivery andI finiaiicinig il the I'ihilip­
pines I occured over the past few 
,. COverI'llMeiit health services 
I integrated at the provincial 

leIel ani0 dvown, buiget appropriations 
to the iealth sector have been in­
creasei, ani there have been major 
realignments of DO IIbudget items. 

In general, there is a lack of reliable 
practitioner, facility and household 
data from which to generate accurate 
aggregate estinlates Of health sector ex­
penditures anid fiiancing in the 'hilip­
pines, especially for the private sector. 
Available secontdary dhata on the health 
sector are scatterediniawide variety of 
government departments and private 
trade associations, iincilding various 
offices of I)OI1, NEDA, NSO,COA, 
lIBM, I'MCC, 11IA, 0iid others. Private 
sector data are scarce, and limited to a 
few dateil small sample surveys of 
private facilities. There is no central 
storehouse for health sector financing 
statistics. 
As the first step il tile process to 

fully develop the NI IA, the RTI / 
UliSI study collected and developed 
time seriei from available secondary 
sources, public and private, on health 
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Health Sector Financing in the Philippines 

Overview of the 
Philippine Economy and 
Health Delivery System 

The Macroeconomiico 
E 

lie past twenty-five years in the 
Philippines have been charac-
terized by : 1) a slow transforna-

tion of the economic base from agricul-
ture to manufacturing; 2) slow and n-
even economic growth; and 3) the dif-
ferential effects of these and other 
developments on various poulation 
segments and areas of the country, in-
cluding uneven spatial distribution of 
ecconomic activities and elployment 
opportunities, high rates of inflation 
relative to neighboring countriCs, a 
highly uneven income distribution, 
and high poverty rates. 

Tle Philippine economy is charac-
tez,,ed bv unusually slow structural 
transformation. The percentage of 
employment in industry in general, 
and in manufacturing in particular, has 
remained stagnant at around 20 per-
cent for the last 31)xears. The economy' 
is gradually diversifying from its 
agricultural domination (primarily in 
export-oriented crops). The share of in-
dustrv in Gross Domestic I'rodct
(GDP;) increased from 28 percent in 

1965 to about 34 percent in 1988. 
'.:-nufactured products as apercentag ­
of total exports grew from 22 percent in 

1976 to 61 percent in 1986. 
Uneven economic growth and in-

creasing industrialization has been 
partly responsible for uneven spatial
distribution of economic activities and 

employment opportunities. The urban 
population has grown dispropor-
tionately to the rural population, and 
the locus of economic activity is shift-
ing toward urban areas. The health in-
dustry, particularly the private portion 
of tle health sector, has emerged with 
a bias toward urban areas. It-

18 

d,,,.,. l,'.9:,,and Manufacturing has 
also brought new occupational health 
hazards to the Philippines. 

Compared to neighboring countries 
in Southeast and East Asia Philippine 
economic growth has been slow, 
averaging only about 4 to o percent 
over the past 30 years, and worse, 
averaging only 2.6 percent in the 
1980's. I ligh economic growth rates in 
the 1970's stimulated by heav\' invest-
ments in idustrialization and exten-
sire foreign borrowing >;ave way ', 
slower growth in the early "i)80's and 
actual declin' ',, 1984, as rising interest 
rates and _,il prices revealed structural 
weakn::,ses in the Philippine econony. 

These factors plus the assassination 
of Benigno Aquino Jr., in 1983 led to a 
financial crisis. In real terms, GNP 
declined by 7.1 percent in 1984 and 4.1 
percent in 1985 before increasing by 1.9 
percent in 1986 (Figure 2.11. 

With the advent of the Aquino ad-
ministration in 1)86 a gradual 

The PhilippineeconoiliI 

slow stnctural 

transformation 
slow and uneven
economicgrowlth 

uneven distributionof 
economic activities 
uneven distributionof 
entploynentopplortunities* high rates of 


inflation 

iuleveln ilncomile 
distribution

*higll ov0erti/ rates 

economic recovery was initiated. GNP 
increased 5.81 percent in '187, 6.8 per­
cent in 1988, 5.7 percent in 1989, and 3.1 
percent in 1990. Inflation, although still 
relatively high at 14.21 percent in 199)0, 
was considerably less tha-u the average 
34 percent per year that prevailed over 
the 1984-85 period. Since 1981, the price 
index for pharmaceutical and medical 
supplies has grown at an average an­
nual rate of 15.29 percent, slightly 
higher than the 14.47 percent increase 
in all consumer goods prices for tle 
same period. Private medical services, 
somewhat surprisingly, averaged a 
12.04 percent increase over the same 
period. 

In the early 1980's, prices of private 
medica, services grew at a higher an­
nual rate than overall consumer prices. 
By the mid-1 980's the situation 
reversed, with the overall ClII out­
pacing private medical services. Prices 
of pharmaceutical and medical sup­
plies grew at a higher rate than the CPI 
in the late 19 80's. l3v 1990 the rate of in­
crease of the CPI was higher th, both 
private meiical services anu phar­
maceutical and medical supplies (Fig­
Lire2.2).4 

Recent economic growth has had 
varying impacts ,n the Country. In­
corn remains hglly ske ed, with tine 

upper 10 percent of the population 
receiving 35.7 percent of the national
wealth and the lower 50 percent only 

20.3 percent (Figure 2.3).' 
Mo,;t of the recent oconomic growth 

has been concentrated in a few 
geographic regions and in urban areas.
The incite. "e of families living below 

tie poverty line has declined slightly in 
recent years. Several regions still have 
poverty incidence greater than 60 per­
cent, and, despite the 12 percent in­
crease in real income, families in 
several rural regitms exhibited real in­
creases of only 2 to 5 percent between 
1985to 1988." 
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Effect on Health Financing. The macro­
economic characteristics of the Philip- IlIMAI ]trloI . F.l*'J:[o]=llqgil!,lg],l] 


pines have important implications for
 
health sector Billions
financing. First, the slow of P68oa
 
growth of household incomes and con- 120
 
tinued high poverty rates mean a
 
reduced capacity of households to 110
 
finance health expepnditures.
 

Second, since the Medicare Program
 
covers only the formal salaried sector 100 ..............................................
 
in private and government sectors, the
 
slow shift in the proportion of employ- go........... .............
 

ment from agriculture to modern in­
dustry means a slow expansion of the
 
population that can readily be covered 80 ....................................................
 
by the Medicare Program. This means
 
that the of w ider 70 ....................................................
problem extending ....................
 
coverage of social insurance or similar 
risk-sharing schemes that are relatively 60 i lI 
easy to administer occomes more dif- l1975 1978 1981 1984 1987 1990 
ficult with the growth of the labor force 1e 98
 
or population.
 

Third, the slow economic growth
 
also means slow growth in government
 
resources. This puts a limit on govern- laGURE-2,O. 'JEl[ I *l2 06)4II
 
ment resources that can be allocated for
 
health. Index
 

Fourth, the high rates of inflation (100 ­
mean erosion of purchasing power, in­

for health care services 500 . ................
cluding that 

and other health- promoting goods and
 
se r vice s .
 4 0 0 ..............
 

300 - *.......
.... .
 

Health and 200 .................
 
Population 7100­

here ik little reliable information 1981 1982 1983 1984 1985 1988 1987 1988 1989 1990 

on the aggregate health status of Year 
the Philippine population. Foi px­

ample, government data on life expec.. UM Prlv Med Services M Pharm & Mod SuppllG CPI
 
tancy at birth, infant mortality rates,
 

I and leading causes of death, often are 
based on crude linear projections of Ial|ll a ....
 
data collected ten or more years ago.
 
Available information suggest a slow- Percent of Income
 
ing down in health status improve- 40
 

ments in the past two decades up to the 
middle of the 1980's as indicated tby
 
trends in life expectancy at birth and .......................
 
infant mortality rates, the persistence of 30
 
infectious and parasitic diseases, and
 
continued high rates (if malnutrition
 
Data, however, are 
 not up-to-date, 2 
hence we have little information from
 
which to assess recent trends in health
 
s ta tu s .... ...............................
1 . ..... ... . . 

Recent PMCC survey data (1989) in- 10
 
dicate that the ten leading causes of
 
hospitalization are 1) acute gastro­
enteritis; 2) acute bronchitis; 3) 0i
 
bronchopneumonia; 4) bronchial 1 2 3 4 5 8 7 a 9 10
 
asthma; 5) typhoid fever; 6) acute Decile
 
gastritis; 7) upper respiratory tract in­
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fection; 8) influenza (viral) / flu; 9) 
Koch's infection / PTB; and 10) intes-
tinal amoebiasis. 9 

According to DOH, the ten leading 
causes of death in 1988 were : 1) 
pneumonia; 2) diseases of the heart; 3)
diseases of the vascular system; 4) 
tuberculosis; 5) makgnant neoplasms; 
6) accidents; 7) diarrheal diseases; 8) 
measles; 9) nephritis, nephrotic 
syndrome, and nep. "osis; and 10) sep-
ticemia.10  

According to the 1990 census, the 
Philippines has a population of 60.68 
million, and an estimated gross density 
of 203 inhabitants per square kilometer. 
The population continues to grow at 

very high iates, about 2.3 percent on 
the average during the past decade. 
This is mainly due to the failure to 
reduce fertility. This population 
growth rate is the highest in the 
Southeast and East Asian region. The 
continued high fertility partly con-
tributes to the slowing down in reduc-
ing the high infant and child mortality 
rates. 

With an estimatLd annual growth 
rate of 2.3 percent, the country is ex-
pected to have a population of about 78 
million in the year 2000, an increase of 
29 percent over its present population. 

Public Private Total 

Hospitals Beds Hospitals Beds Hospitals Beds 

Primary 132 2,228 657 10,459 789 12,687 

Secondary 294 11,105 377 11,885 671 22,990 
Tertiary 117 30, 483 155 20,363 272 50,846 

Total 543 44,816 1189 42,707 1732 86,523 

Public Private All
 

Primary 16.88 15.92 16.07 

Secondary 37.72 31.52 34.26 

Tartiary 260.54 131.37 186.93 

Health DeliveryS se 
-S stem 

H ealth services are offered by a 
range of private and government 
providers in the Philippines. The 

h,.alth delivery system consists of a 
network oi health, diagnostic and treat­
ment facilities operated by the govern­
ment and a loosely linked network of 
privately operated medi:al facilities 
spread unevenly across the ar­
chipelago. 

1-ealth facilities operated by the 
government provide preventive, cura­
tive and rehabilitative services while
those operated by the private sector 
tend to focus on direct personal care 
that are curative and rehabilitative in 
nature. 

Currently, the financing and the 
delivery of public health services are 
essentially the obligation of the nation­
al government. Local governments 
basically augment such efforts through 
limited additional personnel, supplies,
and / or funds. The likely passage of a 
local autonomy law in the near futire 
may substantially affect the organiza­
tion and the delivery of public health 
services in the Philippines. 

The current government health 
delivery system provides -i range of 
preventive, curative and reh.,bO'ative 
services, mostly aimed toward Ic.,v-in­
come groups. At the lowest level are 
the primary health care facilities, con­
sistii-g of barangay (village) health sta­
tion'i (BHS), with a midwife, and rural 
health units (RIU), which are sup­
posed to be staffed by a team consist­
ing usually of a physician, a nurse, and 
a midwife. In 1989, there were 9,145 
BHSs and, in 1988, there were 2,072
RHUs nationwide, making care avail­
able to about 70 percent of the popula­
tion. In addition, in 1989 there were 237 
puericulture centers. 

The health delivery system: 
a network of health,
diagnosticand treatment 

facilitiesoperatedby the 
government... 
a loosely linked network of 
privatelyoperatedmedical 
facilitiesspreadunevenly 
across the archipelago. 
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Use of governmenthospitals: 
* 	 initially increasing as 

income class increases 
• leveling off i the Percent of Households 

mid-income range 60 
• decreasing over the higher 

income groups........................................................... . . .
 

clinics.1 2 

BHSs and RHUs usually refer more 
complicated cases to the District Hospi- 30 ....... ....... 
tal(25-50 beds), or to the Provincial 
Hospital (100-150 beds), or the 
Regional H ospital (200-250 beds). A 20 . ....................................................................... 
small number of Medical Centers (250 
beds or more), mostly located in Metro 
Manila, provide more specialized care. 10 ........................................................................................................................... 

The private sector includes phar­
macists, physicians il solo or group 0 a I 

practice, small ihospitals and maternity 10 10-15 15-20 20-30 30-40 40-60 600 
centers, diagnostic centers, employer- Ime,. ol. (1o0ot 
based outpatient facilities, health main­
tenance organizations (HMOs), secon- GOY HOOP - PRIV HOSP 
dary and tertiary-care institutions, 
traditional birth attendants and in­
digenous healers. The modern private 
sector generally concentrates on the 
provision of curative and rehabilitative 
care to upper and middle-income 
households. A 

As of April, 1991, there were 1.732 
hospitals of which 543 were public and 
1,189 were private, and an undeter­
mined number of privately operated 

Over 49 percent of all hospital 
beds are in private hospitals. Percent of Households 

Hospitals are classified into five 50 
levels of hierarchy based on their ser­
vices, teaching / training and research 
capabilities. At the lowest level are the 40. 
primary hospitals which are simply ex­
panded clinics with 5-10 beds. At the 
apex are the medical centers which pro- 30 
vide highly specialized tertiary health 
care with teaching / training and re­
search capabilities. In between are the 
secondary hospitals with limited surgi- 20 

cal capability, the tertiary-provincial 
hospitals with four basic specialty ser­
vices capability, and the 10: .................. ......tertiary- ."..."".."................... 
regional hospital with seven basic 
specialty and sub-specialty services as 
well as teaching / training capabilities. 0 

Table 2.1 gives the number of 10 10-15 15-20 20-30 30-40 40-00 80+ 
government and private hospitals and IMom@ Oleas (POOO) 
bed capacity of hospitals by category of 
hospital.13 The table shows that while --- RHU -o- BHS 9 COM HLTH CTR - PUER CTR 
there are fewer government hospitals, 
government hospitals are generally 
much larger than private hospitals in 
terms of bed capacity. Government 
hospitals make up only 31 percent of 
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allho spitals, but actcitnl Itr o ver i( 

PCrC'n t t*all ',d,. 
\\'hilt'e lTO are lore priVti than 

pnhlic ' ht"pitails, thit', rivate facilities 
t.'iLItoi ' ether kt'rvt [t small opilratitns 
(w,,ithabuIit tiv' beds ti.ih il rural 
,ireas, tr v\',rr ill t14,1ilirgie hotspital, 
ar'a's, p rticularv Mt'tro Manila. 


P~riva4tehe~alth CL,' ,rc
ilitit,,s L I t L'In 

u tlcalth l'lpersomti 
hllflltall llrlclicitI 
il t'thp ,'e inllM i'h 
Ahlm ihil111ll i t~lli-t1tl]. 


i ,tMCI asiiIdipCIu' ,t 1,lits, hlO ,V I ,iiit'
lillk'throu,4hi ,dliliation,- with ~rlLh,-,-t w,-tlhirills' 	 =fil'otists.(I~rv 


Si tnal tll, the Philip-asslociati ift 
Pim' I10tital 04 the,\SsplaCiitillli 

a'ilipi'lI \h ici di I'gIl patill 

ad-h 1t1iit, tS. T] ,C I1',r ,-,,l at il 
1S0L'-,
Iill L'sit I ,11 , I ttISpo 

ItiipldVados SI Ist l 11,1ttt 
their nh'1 ,1,rT h kualite (,1thl- ,l s\' 

2talldard2iS 111n1JCL rt-ditatilm SCh S, 
i ts th'sL trp i 

ill \ttri ,\lsfi/ ant ilt 
.i nA),it' t itlh'-'l, 

tA) I 
idithertlit'd irratli-lit'-lps 

lii rt'pttIi itt liC 

ilte rp ILrti lstt I itt Cii'rit tilt' iO had till't't' dot11tt r171101 10inr
 
.
hhspiitals hasalliii'trld-U Shapi'e,il]- C \ ,87,2l.,4.h!iIil,1rh , riiil 

beds lass 
g0 'Srn II-i It rn It , Itpr h hlt asi tt' I-Ct ,Its I ii't ill in tilt' I) ll inl -,Mid had ll'CI 

The ,t'tt l', Illriu' it 'it r t i'Itrti'tIL', i11gasi1-'-.lationiiistI' ii ill- f t \ii,Itit ) 
ot rai niM -in lIt, to 

,hospital 	 i i.'.
Ctu i t'iutl(It 	 R lited iin it l i anit hululCiu .irtr ttt lt ' OlL1 ,2'2 lI I1hi 
... v' l1ttIt L' -lit 'Vwil aIIIter-
tiarv i'' ) ion lit ts1 i ,1 I I're,i1r t I', oi1 
Av rac i, IgrIiiig Itt ll , lIa 1t prit' CI 

ioit It a S. vit m lentt I1tpi i\lsd ' 
pri1 rti - dlld 	 cri' hospitls1 L t 

sniIt ,ignisia tlv ' at' il i 'd SMeasued,1 YumbrL'.\ 	 ofLN-lil'.S, 

Hlt Fitciliti 
croupi6iiS 8 tH ealthci 

5s 
citiitIi1

t flIIu',' td 
1 
ii.i (d Ir siltIh pip 


tld 


t
 
o i 


ti tst Was Iia, 

popiiulation ralii the Philip-

t', hsp ital ird ic,r 
i ,O r til707 pt'C'IV,,all i i .i',ls' t,Ito 

ia 	 01ri ti ps ,igl ps It I 	 t, n'it Iil 1i"itt,Itafg(110ii' MI I 
t(iIit I\ V t t I Ii IiC'lr ii in iflt] I'Ilvit s nIl h,1\CIt CI,t ha t 'r 

l'.' irnin iihospitals itlL n', "'1stuialt'
r t tIit hl iti raedn' f thitS Ih 
I111.01110 hl'ullI , '0 	 [l thi t' a, pi l iire 1 lllt l t' il' l, Ill.iha '' 11 .'c 

C
Il If l it Iti I1 h 1o1pita tI i \i li1lkt] L nltia p r ',i M ill' 11 t11ttihi , lt 
i,hl in tiO,'Il 	 , The data tnd toI 9 h tllin ill . lhe rtin I llid­displ] ti' n110601n that 011' r ,IOWlit \Wi\'VSLI p] l lation w oival(1tor :,582 

M1iddle' in]til11',VI'(MIp, l'-,t|lbliC peolet h1 198, 1l]II 1,d 1'0%\'11 t I 1)C 

hi. tpitals.
The.rporrteud uit' Of ,ti\ n17,21 iSpllcL. Fhile dentists
 
incraH ,alth Pltisnnl t, 	

Iiof 
i .17,74 

as"\iitld" people i3 I'r),Sl,l e p o ot er p u b~ 	 ,u1ILI IIILT I tor e' rt ed i i se.A t h t liL 1Ci ~ -h3 T , , 18) V pl-', ' l l l i 1 9 8 '.
 
health tadiliti(' , itICLIdilng RI IUS, Ill I.IS,I
 

llllnit, hopitals i-r
hi.alth centers,
 
d t iuit'lltkir'iit,, b,\'iliaIa,
art ' i 

i i,illutIrated p i tiniu s Th2.-4b. 
repo,rted list' (I 1 rI iltIl] '1i l -I , ir 


to rep rtel I',itcitirlh( s 'i,0t7 a Ill, ulaitionl.r ,dill priTO ',bi h t sallt r Ih 
198:. Ini terms. ofl OCCCS-,ibilit\- Ofl It\' ."t irL-01r1., The OfVC Ii,1ll l- |,,,. I2I., 
, L;r l ,III i t als , ,O.-I t ,e ,r'Cel t ( ,1 I l IL,-i ,- hig he r th a n R I I L;Sf o r ,aL I t h o s'p 	 l l I i ­

iltet',lit', ili\t'd swithill ­' apti'll 
ihM i.tlit'-,r,a l irt Ilu,t.IX)I.lh pitai 
,ii.ct Illg Ilits, the, rate Ofrdiii IIltili/dtilln OftpulliC 	hos~pitals- ,as-ildi-

Caitd 1rYtalt' O ',lI hv'trae, i iwcutncv 
rait ''2 ,8 .71 p LCl ilN89. MigdiCal
C.'Cnturs had file highes.t icc-utant-y rate 
at ,88.7 |',TrL.- Spt,t, IIILI L idl Ih1sit,112fi e,,~tt;IpL CIt 

,.,.CL-rdill.g toithe Natilmll IhCalthI 

'' l '" irout'. i st' (11.5i llt'li 
II iti S ii l i ' tllth cent.r nI 
t 1, 2iricultU cent'ers, is'-. itil ' low, 

21. r t l i sll 

' rela 
prn b ivl 11CaUSC there' are SO tCV Of 

,, bUt constant 
tt;,,in i liomlupst. ritl tii'lic­

thil ,,ah iliti 	 i, fir],\, ttiwith i1 

a 	 5l 


Health Personnel " 
51trVVV\ COIILIctt''d ill1987, 32.2 perce=.nt 
0tl t 'h,,,,1111h.,repoted ulsing ,Igoveurn-

IlVnt hltOtpital ill tilt past Ye.ar, 3-.1pe.r- here are. little de.talehd r,.diall, data 
Celuli Use.d ,IpriV'alC hos,-tal 01'Lr ()If car, ilfile,lliL. hIL,Ilth practitioners 
I I I ultUsed 111 R I IL ,316 p in fo r file ,.2 pe rt ,.,nt I I h ilitp es',p a rti Ularly 

u Ld a d I. , I111, t',,' ,ntu',_d a tprivate,Sector. ()1 ,Ibroad S-,cal.e,I'M,l.' 

-
Lltu r 


The pattern OfthlO~tpitdILroI ihalth tolrs-

p uuriC u'-.t-rtUr.I 	 d a ta ilI diLItL th a t ,0to ta l 0 1 11,3 30 dLO'-

WLrV ,LCI-:rditud ill1990),or abolut 
falilit' list' ,IppC,lrS (0 ,,arky niji' 21.-3pe.rce'nt (11lit','3,7,;O ,V.,,-ig, an - rL.,gi21 
]V b l Clk'' ,I,. i1lep e trC d~d O Ii l l L'Ot'(llltl'\' ,Is( .J l 'h11 Ill/pI\: O II a ss' C nt (11 thf e 

-

lhouseholds \\'li) r'|,Orl~d ill N87 tha 1',1I I, there We're , III dO'Liical t0Irs
 
the\' haM ,.d,CI gO1 
and priv'ate.hosp,|ital, 
Classes.', illtIh'a,I 
Fi g Ir0, .I
2. -la 

..,rnm1,nt 11l,,lta 

1)'S l-,V 'VC,iml.O 

this, ruCltiomll,| 


IIIL 10),,"72 M -W V C,'lyr111r1-,,S , :,iqtrL, ."' 
About~ ha11ll allo practiing, ,hoctors 
TrL i -0.t i~ t . u hrl X~ , 

1,1;,..;,11, 1101011,i~h tl,,-,reg'ions ,w­

hiiV 
c.Oluntr'" poptultion. hitdi ,iributiotn 
Ot titltitS is tV' II iiIt'. t.'\ltrCnht' Witlli 
t"-a-thi-, iOf thiln i \t'll 

C01itln1 tfrll i tttl,-tt'r(It thl' 

ll \taniia 
and ',oltiit-hiii andl ,iahg..litiivt,-, 
nnr"'s div It' li 10r', sp'rS'd.d,i t il 
l.ik iLOi I' lti\t'S a t t l taid 
traillilig illg ir t, lWttikilt"',rt' 
b~ iild t i h rtlt t I t ibet, 1,' 

ad, ILt hIClt I l ' 11r01praddiLill" il rl ,.rl,, 


h rati !,"litll it tilnt, iit' r tf 
tDI I I n i s,dL8t82 pi.d ' trtL l tl' lait 
hA -I',ds'i , Itt l ,,ito hli'Vdi i., 
kp'ttIpNitih the, Oil, liiiI Ia tit'
 ill. iI 1L).S7 ',,fl, ~l ~ile i(1l o ''ll ­

lei .1-, n h to lil i itititll tWalt' C 
tr, I I ,
 

it,I''r t of ,o th of th' 
mberofDOI Itdhc'tor.smil
 

11 rs1's l, lst •0
half-de'cilde Ilot'. flt I/llea 

t have kept 	 ti hi 
li 

''-_ . - ,.,
 

th e ra t ,, o f , r lvt h ( 1 flhl, 
m b'r 1(11 ih ,i,' 

Ml~tld 'w ts at/p'e 	h1 i ve,tis rS 
mol ,tMai ke't fill w ith tlht' 
r~ah, lfgrru ,th ill lilt­

o u la tion 
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Health Care
 
Expenditures
 

Total Health Care 
Expenditures

T ita1',IIth care C\ICtIIL ItLuS ar 
the Stll it fpublic SLctir Mild 
privaitL' S tLOr sP nilin g u(n lIlth.ll 

I'ublic hc,Ith Iion ,IilIs ctoir allhlcd '\-
pendihirt' il,I ,rc, reli 'iv up-tO-ilatt, 
and ci impluti, t it there i,d iliarth it 

,lIII dt.'tii tiii ,,ir thsti 

f:I )1 t-of-Icki't hlalith crL' tu\prL-di­
turt-'u niIlI by iiiiviidliii, inildilL 
C\pun ldirtirlr' irt p~ri \,lL-,ucth r IIcItII 
care rt,Pclittru inIicrs, (-\ pIlnlLi ust, rI 
priVMi I'h, It h ti'sC,IacIlititi', charged at 
Iu'bliC nd n ihirs forta iliti,'S, '\pC\ 
it, rna cu1ttliiCaIs; 

21 h ',itLaric I)nlfi(S paid Iw iiii-h 
Pu stiOrV privadte heait h, iriaid 


reliable, cOmlutC, and I ip-til-d,itC Llt,I r i, nh1 t -iiil [divli i \,indi\.idunt i ;A 

itn the private, liiuth iart ,\ptn illiltIC 3)bunutis provii Otler hi',lith
, eidbyV 
cill il whci to bta aCcLirote, inll "clii' ilCliViii iic*ipoIllnnt 
 crl ils IIMOS 

.stinlatuS it totl (Ipublkiplus pri\',tu')
and c'iinlunItv-iilh,'bsl risk pools; ,mid 
hua',ith calrlu ill the l'Ilip- 41 iialth i b\ I'\(OS,punidituilrus tI'sp,ldinlg 

pines. civic Lghltlp ,l]Ii p hinIIIIhrOIpic Oiiti'-

In principle,, tri\',t hcathc altll'\\ Iii,.. 
punditLiri's ca ii h' thiitled tin u in ih Iluciint a1,11t iiidiur,1 pi\ 
either thi' pri\,i i Lt,1d1 i- Si

1 
(uISPil- Ltv I:lli iM itIc l l li, Lv\p nLILi­

ditituS Inlu. 11Vitidiividti ),Or thei'tlt' 11nl>,ilih Iikuiv tocarte, which is 
private suppll;--iel (rvl\ ' 'l it ,bih, I' iti n pi i I Ilti pOfIi,t 
priva'e huil',Itll it' r,L i t',llh diturtru Lr I I',Ilth­trlitL'r,, uC\ptiV , I1\' lu( 

,dCiiti S, ,inuluriq; slort'o iti th. lh, ilur-s in 1:1!
pc'nii rpiOrtLd tih' ." 

privateIi,',lth caire ai I (,c,L p1usi iJcli forit st tintlltthi lin ll pa vn%cii in i 
there arc vi rtnail v nlis iinrci'si ti1 lt,) I ,lul iih t',ilItic purclI Sis tL diig 
p.iv t'i Li rl) p hi rin iied av't ppi .L-,iii hVi itIt 1 [n ,iiuI cii. Stu1d 
rc'ctI lul S, a appriotacihs hal I ii liri 1 iLri v IL i ni nil -"ilt' t, h l \'s i iii lliitlI 

c hioserntor estiat1iin (i t pr isit, 
htliiiuspunilitu rcs. 

," l]/ivl'
tlhci 1-oll 
el'litl~lsuli l'icectolr
slwnilng 

hts lirivit sect rslwi'fin,7
Mf lvih' .n ll 


iLt 	be,' ider-r ti 'dill th' I1{I, ctii' 
Ia lilV' ,niiburs ilmv liot be'aiC ti 

,rtc,iill pitrc,lis'siii hu,i lihs lVri'st
,Iii ' IO..\1sii, th, [IFS is 

IIri'lit' sl'Itor sienlidig
 
ClolloSt'! ofitt
 

llllt-liIll i' itlilt CII' 
e'xl'ilnitrlt
';of
 
itliv'idituls;
 
litt llt h eb n'i'fits nltid 
li/]ivilhII is115ir friitt ls; 
i'ti'fits lirovir'd hi etll'r
 

risk sit riog schllt,.s. 

sl*/ lli'lllii, ()'s,bi!/I11 iir'ilv 

grln11N,itlln /iiiitltltrltit" 

fso s.l'i 

S'Chiri p'\uniiLiturL i at a. R po rted 
l h l t I s sMI itjuistci II d fitS be 

-i,dvi 	 t iis pidI n ul t 2hiiit h Ilti,It -c ii . 
I t olil ipl rimacl Itti coiisols Irc 

a',lilabl', buita re' not ItIltl in lt, 
d' 	n d- hi',iltii, i pri vt L'ii'll i­
luri't'Stiln,ltiOn. \puii iit i 'sll' drugs 
iIrV,irCid iiclililuidWith ttnil' halhl
 

oil]' av'Iiabiu itritdic llv, Withl )-:8 car i''\putiuidituri' i.l,a rulpirttid it) 111:S, 
aiil ILSSli,iIig the' iii ist reculI vuars. ti inL , s-ita ii itiJt v i , i'ug ',it' 

li1i'.Mhidicirc reliica ,lilii the 1:CtC ill ii liling with Il1S dLLat the t,liillt 

il ilidtui 1t M O ilcit0li- ildits redi'htst',iht luifttliri\ t i,\'Os 
t,1d to) Nr11,11i iilii 'di\ Aipriia hltlt g t l h",'ViI ',-,- illilt ,ndi ttiurip.
iittb t tW r tii itr nlef iritull is lt cii'uc, ilil aIV I ih with'' h \Ip'd liih r,Ia 

V itd I t[ll' pub. lil l1,tlluhucttr - l ii lsiuiiIi,, r ull i II,l i (ta
hi tilt l' Il
 ,sillblct,pIp ,4ii i thit iiTbyilblit other h ivth lii\ Si| V , 01k'lll l ' ho , V III can', ptiilt,I< adtel~h t 1 31111 'h( ' ' Vid d h1 it)O rtil-O 1, t h n , ,Md 

litiu )tailiu i I lllin hi,,lth t-r, n LIC 11V I'\O),i t(du p bli- us,\'llIt'ilt
, 


, 
I,,llh ditIlrlS, 0,I VIiio) Of tIriVI ll ' (\IlpI~ rgii.ltlt id thilm throict 
\\lul I~IN , 

doule kh,-ilintt-d k\ith c,\ycildiliil-CS IW\the, 111:1) lirOjklt i o lhOiV 

polrtion ill thllk' n'01,liltO "ooitie,.An1 illipl L inlt.4,11'to be~ tilled 
, ill ,1 

nMLICdtIW\flhl'I'lu~liC ,lIOI'. ,V,tLt, Il illn, illh ',Illlh Thll d', r ddi, on ,111 
iS,t INI, iiVtd 1)',ut1lit ,ttilrLt,'S hoolllh crel V\'t ldi-n01I-il )lt'l,it,< V t tpriv,ih , 

t,Wilitii,' are,,Ilrer,, ith-Iudt'd it) Pub~lic tlliit,, 
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Given the demnand-side data onl the 
private healtih sector that are available, 
an estimnate canl be,made ot the uiist uh' 
miniiut pri'ate sector healtI ex pen di-
tures in I183 anild IT988 by adding fami-
INl healtlI 	 coni- Iacilities. Assuining that 211perceLnt Ot Under tht-e aYs.t titits, tileexpenditures, adjusted nll 

pul,-;ory healtl insurance benefits, and ctinpulstry healthi inutraltc benItitt, got,ernInlc its shart 01 mitiin inI total 
private health insurance benefits. arc already capturid 1W public htealth IIeltht ,\ependitilir, il Iti)'3 is 38 per­

(Medicare Program and FCC) paid lion illIL988.: 7 I3 adding public sector 
benefits totaling I'M82.1 Imillion in Il985, health expenditures, in in im total 
and t'892.4 inillion in I988. 21 tll a ran- health \t, ciId to beenditures are etat 
d onlsample Of S,3110 MIecdicare clain.s, lI'L.831 hillion iiti 85,anI I 3A(4 hiil­
only' about 211 p'rcent it ti'I It)bi litt1 il I'68. 

Two elements orprivate !calth care expenditure data, tTt compIllsory 
expenditures are available for Ii185 ani hi'ath insu ranee bcnetlit painits are 

1988. The lIES survev data indicate estimiated to lie '545.7 nillion illit I18 5, 

that 1'5.3o billion was spent oinhealth and P713.9 inlILIS1. 

care by families in 1985, aild t5.82 bil- :stimaIted vati St r t t ith ItIt 0111/ 

lion iu 1988. Priv.ate non-life heallh il- hIalth t' c'vtt'tlitrt', aitd public iitil 
surance benefits antounted 
lion it 1985, anl P124.1 
1988. 
Coipulstry health 


U-:1111:011It: ' :J I'| 


to 6'2 nail-
million in 

insurance 

BJ 


1985 

private cOMiptitnt siatis art listed ill 
Table 3.1 IlrlI95 and I)S8. lPublic seVC-
f or htealtIh t\ptilditiri's alttiotiit ttc 

t'3.779 billito it Ii85, , nltP1'.87-1hil--


:dl|;$1Hl ­

1988 

Source P Bil % Total P Bil % Total 

Public 3.779 38% 6.874 50% 

Private 6.052 62% 6.771 50% 

Family 5.360 55% 5.820 43% 
Private Ins .146 1% .237 2% 
Compulsory Ins .546 6% .714 5% 

Total 9.831 100% 13.645 100% 

Percent GNP 1.64% .1.66% 

r:1:!n. . ] I !& :*'] ..: 

Baseline + 10% + 20% +30% 

Private 6. 771 7.448 8.125 8.802 

Public 6.874 6.874 6.874 6.874 

Total 13.645 14.322 14.999 15.676 

% GNP 1.66% 1.74% 1.82% 1.91% 
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cicit, a1d is 51 percent it I988. Al­
Uh1,2hI Ini imtln tttal he,1thtIti'\ptidi­
t ,s i t t' titt i tt rit, art 'itti ill-
C IreSe 19K5 aidbt'l't't llI I98S, ii real
 
tter isIC iitc r t,re'preStLt Ittin la1ble
 
3.1 	anto1tt to Iss thtan 3 perceitt.
 

As a p'rct'tgi, tf GNI', the I 5 i's­
imttei nmlim ttttal ht',dth elxpetlldi-


Ii rcs, accouitt 10rl 1.0-I perctnt, tt 1.60
 
]t'rLt'nt
il ]188. I'rv\itis estintIis Ot 
the pi'rcittag' til (GNP deVoted to 
health Care, irt,nich higher, ill tiht 

iti'iglhb rho lti ttt 2.5 Itt 3 t,'rceilt tOf
 
(;N i'
 

Not incLlude~d Illthe ctiIIIted Ilini­

11tuit private hti,1l1hlti'iiditures ar' 
pIVni')ntIs nlt' b I INIOs tld tOthtir 
ptItli'id-risk progrins anid 'lshinli'"S, 
private emplovir prttvided hialtthl. 
I'cflit, anld hetlh Care, |3,I\rItnits
 
Maii' )V PVIls, civic grotips atid 
philaithrttpic sttciitii's. It is ntt like]%' 
thIttI ti'si' pri vt' Itt Itthtxpi'td ithiri' 

l lit a largecatgtri is Vthuli ,iitt nt 

pi'rcentage of total private ht'alth 
spti-ldiIg.
 

Itt trder It i'\nit' t[IiSI'itSitivilty if
 
i'stillttatd total htalth cart' e\ptndi­
tirt's Mitd pt'rce'lt tif (N' dtOtti It) 
htialth care It' i'clttiding relative\' 
ininIor ttinpotttnts of pri'll'hi',altl 
ctm, t,\ptilittire, , total htealth ,\itili­
tuRts,0l'V 'V'-L',tIllhlttda ,u n that
 

itt' V\tillidtit categorie, s't Irtc­ar 011t' 

lti ol private healtlh care e\ itti i­

l'Tatbli' 3.2 gives t'stoittt I tital 

hteltht t p , ituri's ix ­i id assI it liig
ilid d pri\',-telt'ait It tx p tl I iI ri'I 
cati'gorie's art' 101, ilt'\ as21, or 1ucItitt as 310perce-nt Of priVatt' Iealtlh t\xpetdi­
Inr's. 

Ti' i'Stilltti'iI rang' ttr itninitlal 

total heaItI t'\pt'iil ittiri's itt I1h.88 is 
Itltl)l 14.322 billitot I 'Pl .ot7 billitm 
wVelt'n corl'i'ctlits ar' t'\­0CMIdet for 

chLide'I cat'gorites tt privtt' Ielth car' 
i'x\i'tilitirnts. LVIi YIIIlt ing tIltt t'\­
Clll'-ioll 1111l 11ttlldlllOtlllt tl 10 JIt-rL.:t 

tOfprivattet'I , th car' ,\1'ueitditiircs, agiti'rt lls ass iit"ttll 'it. , litt' pe' it'ltlt~t 

(G\I'Lt' l t'o l tra'is Oil[VhtAIll il1
 

pe'rce~nt. lho ,, it nill, thatmvt likCl\V 


httalth tcrt'i, as I pt'rLtI'it ot (',Nl', i,Itia thIan pr'viwlv thtuight. lottI 
rt.,ollutt,,,, ,indIlrV,l,,
1100h 11u1lqik 
dVtl'd ht)hti,,dlh11 likt-h'll ill It)KS i', 
tO bt, illthe rantlc (if oo (l toItll11pt'r­

24t'n
Of (AP.
Filet'tillti'd rallgL, for he~alth care 
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as a pcrcLInt of (N I' is nmuch lowcr than for dhI scrvicc Siluc, IlQS 1h Ioplor- Iv IL)Il.I I\w­plh dolbLhl t l'Ti billion 

)' otf t'cr. tiLT'Wl'n[It (till criiS,
thc 5 pcrcent ratC StIggCStd 'wV I l i th'(G01' resonriis lCalMIt'd to O I't'si,n has 

,Isth' giidelinC for midd lc-inacOm debt scrvicC grUw trom I , p rccnt in hIriggt'(Ctd budg t 11. Il (;('Wi halth 
deC'lOping Countries, Mnd hl(Tttr th, N 83 to .4;i1 rTt'lnt in I9S7. ID)t't Si'rvicc i'\ptntii it',.tinl in I'01. 
that of Thailand and \ilavsii itli at INi.likl\,v to bc J LOnSti4)ning ta1tor for lort'ot' r, substittiil ainlal in­
least 3 pcrcent), ChinaIand IndiaI(with lild S.ri .,s, crtaL',S, 11011nnalall go\Trnnmwnt pritde in- in ( (.)I' ht'alth t\pcI)­
at Iliast -1percCnt), and Sonth Korea ,tling hCalth cL, 1t0t'H thlor'S,tahlc klitilrt" tIrtm I18I to 14)87\vt not sf­
(with 5 pc-rccnt). ntirc. I)\ IL)() of ( ()t' lititnIt Ol,.,ct inflationtlc propoltion1 to high rateS 

Th' rclativ,,l; low,' ot rcsOroLCS '1pen0t o41hta1th carl in- In tirmIS, (;01'hyclt total V\- had turing thi' pt'riotd. It,I 
penditurt's Itttr in th icascd to 3.3S perilt. cart' hitl not at­haIlt I'hlililiin Italtli ,'\pnIVtditlur' 
compared to neighbtoring cOiintric, BLccanSC got , '\Ipcndi- ta iL'd 1),i \'l IL)7 It\y IL)L1(),TI'ilc n IhiaIlth tilt iI 
IO 10 ncc slrihlggct trcs arcI ra %vinlargely IrOI a\ h0\'U'i',Ia I ( (' Int,hlO\cvcr, nl lha Ith C\pVl it 1.ris 
tllattOlIl ,a\pi' lditic I's ,ap4rccnilagc rt'veicnLI,, gOVt'IIIiItnt htalIt h IrSt IrccLs' hdl incri' ,'Id lv 2-I 'TCL' l1tM\lr tie 
Of (NP shluld ,1klt Mllltialtv h in- are i'tlt'ti\Vlv siibjcct to (OP4'S fiscal IL)8310'l (Figinc3.3). 
criastt 14,4,cxlIpprt\inlting 1hO11,51 SitlatiOn. ligillnilng With OW VccoIntomlic ( )n a pCecapita basis, a\cragc hwalth 

itOlitltrnc-. 11 recOcvrV I98,t1 til'' car,.,Of othe11r Ih1kUtiOl 4O11v which startc'd il l & L\pctditurIics pr Prs0TI tthlltOws a 
clticiltlh' ht',.i'.tillg r-StOuIrccS arc fl- titnal Ilaltll btlgct nhtlic than trcnd Similar t( t~tal (;()]'health care 
located i,aImajor ctOniilrtiOn. 1I-%\v­
v\cr, tlhc datl toSIggit thc CcLld lt4 

cotlnsider th tIlcStiOll Of vlcthCr Llr- IImli: I 

Iret lth nIevl' Of Sp'nd1 ilng fOr ha', 1,aY 
1c1i fact ill tptinVaI. 

Percent
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endit.xures -"0 .8........................................................................................................ 
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'ISI )- )ti to(NI1 ' ha0V\ i t lIVI I l I O -I ILa Fitptrt itl t )L' I , 1%V rt'n ililLi'd 
rela tIiviiY sta IIIL', t IL i'm1 rt' of ( ' )(WJ
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tor b gan IdO\4 ),lrdtrtilid ill I lYe4 
Illat con1tineIL'id lFigire Yearthrough 1)87 
3.2). 

After achic'%illg a ten vear high of -1.5 
perccnt Of tIc (;O1' biidigtt ill l1)3, lhI 
proptortion of total (;01' ri'Suirccs a 'l[ , : 
devoted to1h1,a10h fcll to Iust 2.7 pCr­
cent bv 1487.I lhiililIt in th prtp4tr-

Iion of national! gov'ernmI'lt ristirccs Percent 
devotCd to llthll vbVIc input to 6

O (;(Ol'increasin~g demand'.1LI resourCCS 

Gtoz't'rlllnl',l 'S S';iiif't' inl4 """ """"" 

538 i 19 ................................................................................................................................
 

2.............. .3S.... .. . .... ....
 

*50', in I'SS 
I4' I I 

1977 1979 1981 1983 1986 1987 1989 
Year 

25 



Health Sector Financing in the Philippines 

expenditures. 11119J0, per capita heLalth 
ce 1pe1ilitures was t' andhd 

miioire than LIaidrupILI during 
in elears. tipr-

Ilreal terms 19:i7 per capi l 
ing had nt reco\',r'It to the I'-13 

it ] 

level, 
,,id had increa.ed l,,' olyO V ;thiner,.nt 
over the It)53t1e\"e II 1')iLi( 3 )ur. 
The g,.rowth of ,o latiol has had aI 
mode rating effect on real] incrS il 
health cire expendituir' s. "lhe grwthg' 
rate ot per capita hiealth care Spe,',nding 
is tower tha the growth rate (if reat 
totat (O' hcatth Cxpeniditnrvs ovcr the 
Last dccai. 

I 

Billons of Pesos 

0.8pubtic.spi 


0,l'hianiiiaci 

0.4 


0,.2............. 
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Pesos 

10 ........- . 1....
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DO dH to tthe I'ISS govvIIlIviit stIarv
DO Expendiu stanldilijMat III tHIt rCsttid inl Sig1 J resI~ 

niticant lILIIllnli'tlati\ V r ei-L,.by Category ThiihW'1 il th S1,1 
o adinliiiistritiOn ,i's toppI IiVe 
corn,. at the ,i\pn,s ot tlI, tospitat 

th,.-iqit1t)I I biilegt, 15.-A shae (it the bttLu,t(lFiIIr,.3.). In real 
pIercint was allocated it hOspi- term., Il N\'ev,,r, 1) It II the t Ilt kt-

V ital.l, i1.1.) pTerce.nt to fietd sit- niiiStrati\'t and tiL-,itahld,-t in­
vice-., 1 .3percen It aIt ministrati\ eCx- crease'd ill tl'i5' aMid II))jV Fieli sItervice 

ns-.,, an I piLT.nt itito trainiing. In actIlatllv iciidn ) I2 pert ilt ill real 
recei t Viaris (]5'i-ii)) ILr, has b4een trnse i N it, tiein] -t . tha t trIiailg 
a -igiiiicait iICira.s in ee percentage bnlitge Share is not sholiwnx I:gureii 
Oi the O(tI lidgCt attoCdtled to ld- 3.5, b[t a1iil.littd to ontV d tit t pel­
ministrativi' ex penses. This is target v ceiit fhe I)()1 I Idget. " 

'Pharmaceuticals 

lie majrit 'ot1p1,tiiCitticats are 
purch,sedi in the t'hilippines 

/throUgh irig storis.I 'ri vate and 
hi I... pat
al..k rchase drugs. 

salt's dat Ifn m hi, )rug Associationt 

of the 'hiitippin,,, list)known Is the

iticatl inl I lecattcare As­
(fStOCidtitllthe, IhilitppilICS, indicate 

that,iinreal hernii., pri\xati, titspitats
t.[~~irlig saites nrt twxice' ttc ,ain~oiiit tl 

government ho.,pita l drug sales. (Fig­
tire 3.). 

...............................................................................................................
A cco rd in i. III the I'ho rniaceuilical ,Mid 
IIealthlcare,, ot the t'tilip-Assticiatioll 
piiies, total drug sates in I-)')0 
J101 1muntedto '14.2 billion. (Of this 

1985 1987 1989 

11riv~ateh,,spitals bought 

ti i'ct' s mluh drugs in vialu 
tltan governmin hhospitals. 

Manila ntd.11zon a'coitm'ed 
for 73V" of total uIrusales inih;o',,intrsl.
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,111 1lit, gO\ii rii n t Io'pit Is., '­

counllld for I mH85S.illion, or I pipr FIGURE 1 aD]-B:DEUN.: 
ce it. Pri 'a t' h o ,,pitalIhaid dr i g 
P'.3 billion, or O\Vr II pcrccnt 

',,)I "I 
of thc Percent 

lotal. The r'nlintdir. I1 7 billion Poo0 
pharmactotial "alt's were through 
drug stor'" 1iOtliiill the Cou.1ntrv.

1,11/01 Mid N1,11il tilgi.thur)C- 80 . . ....... 

COuin tcdtlfr 72.S JITrccn t Ot tih' drug 
store IIIt.to 1hil), 49MpCrCCllt o1 1)C)11 60 
ptrchalss I trug,, Were' for drugs a ild 
nii'dicinc,'for ILWs, and the ri-main­
ing~t; I pirilt for dlrugs anld m11dCilins 4 
at 1)011 I hospitals. 20 

Health Expenditures 0 	 -­
1981 1982 1983 1984 18 1988 1987 1988 1989 1990 

H
by Families "i 

Year 

]]]Administration M M11]]Field Services Hospitals 

Ilth Crt t\l.i ndituris lnadc by 

Itanilima k tilp thi largcst shat rc'-, 

it prixat' h1Calti cart' c\p tdi-I1[tillt'' Ma ,](-1:11'kldlDL-1
11 4*1q PYMIll) 

trt's. The National (t'nsn,,s and Statis­
tiCOftitC istiaIt's tli ,i Millions of PesosIl 8 a total 
o1 1'5.S Ibillion wa- s'cnt by farnili's on 12 
hitalth. Urban fanili'S stlnt an i,,­

.......
tiniattd P3.2 billion, aid rural faiiliCs 10 .
 

an1VtlniatCd P2.0 billionl Oil hial11li tart'.
 
O \ 'rall, 1.7 pirCiu t l t tall amily t'\- 8.. ................................. ..
 
I 	 nilnitIri's weri fr hialt art'. Thc 

LatiaJIsO inldiCat, not su rp rni'i gly, tha 6 ............. .....
 
fimil\' hIal th C\p'nditllurC are posi­
ti\l\v correlated with iCO1ric (Figui rC 4 .
 
3.7). 

p',nild 2 
liinat'ly mor' ftr such itciS as tbac- Apfit 
cO aiiid iltoCIl than for litalth care. 0 

l~lliliis, how,vi'r, propor- J1 

1, ­
1982 1983 1984 1985 1986 1987 1988 1989 1990This suggsts that thir' is room for 1981 

miiodiving '\pnilit ireicpatterns with Year 
[he aim of promoting better hcalth, ai1d 
hience on futurt1'hcalth care' C\pL'lidi- M DOH Hospitals M Private Hospitals M Drug Stores 
tl	res. 

Oin a'erage, urban fanlilies spend 
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about twice as much onl health expen,- tor family planilg expenditures. It is
dit~re. W80) tha rerrall Family Planning likel\'that respondlents included talilyurear 
families (1'400). Tie relationship of lures ' planling expenditures (consultations, 
average health e penditures oh ..ur. ,xpend exa,,miiations,, Checips, ding storeures 
and rural family' health explendliure is 	 purchaes if pills, cOiidoms, etc.) in 
not Constant over all income grouLs. In total health care expend.itures in the 
the lower income groups (less than J ver the period It)78-1)88, real FIFES, but the proportion of reported
1'30i,000) urban fani-nlies spend more on ami lY planning program tx pen- he It11 expenditureLs for tarnih, plan­
health care than rural families, on ditures from public sector sotr- ning is not known. 
average. Iir higher income groUps ces (inclutliing (OIl, USAID, and other Service LeliverV, incldig clinic ser­
(mrore than 1'3i,(000 but less than donor a.gencies) reacled its, maximum vices and a relativel, small share
Ph)0,(i00), rtral faiilies spend more point in 1 1, and has beeii Ieliliing tIUvited to natural famil planning
than urban families ol ht.Iltl care. In over the remainder of the period, with (since 1982), accouited for nearly 48 
tle highest income faiilies (niiore than the exception of a modest real increase percent of all faili v plainiing expendi­
PIi),00), tirban faiilies spentl a in 1-)8" (Figurt 3.i). tires in 1988. Outreach, training, and 
higher amount for health care. There is a lack of data oni private sec- administrttion iccotited for -0 per­

cent of total farmi iy planninig txpeitl i­
iI _tures, While research and evalhatioii, 

IIC and Others accounted for tile 
remainder in I1)5. 

The largest foreign doiior for famiily
Mtilions of Pecos plaining programs is USAII) over the 

1 I978-I198 time period (Figure 3.)). Il 
the late 1I97's, G01' expenditures ac­
cou nited for Up to 00. percent ( 198(0) o~f0.8 - ..................	 total faniy planing expentditures.
 

By I987, the (;OP share had decliied 
0.6 .... 	 . .to 44.7 percent. The share Of total faim i­

ly planing program expeunditures co­

tributed by USA II) and other donors 
0.4 	 . ............ ..... has followed aii increasing trend since 

the early I980's. 
= 

0.2 ............. . . ...... .......................................
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Health Sector 
Financing 

government health care expenditures, surance, it is tsually treated as an, add-Introduction accotnting for alout 85 percent in 1988. on to life or accident insorance, and in 
Other government sources include I988 is estinlted to account for less 
operating income, fo reign loans alld than one percent of total health expen-A wide range of financing grants, and local government revenues. ditures. 

mechanisms has evohled in the One of the first ompulsory health In recent years, capitation schemes 
Philippines, including taxation, insurance systems initiated by a have eVolX'ed in metropolitan areas.

compulsory health insurance, prepay- developing country, tle 'hilippines Some 17 111%,Os now offer services on
inent through I I1MOs, private health in- Medical Care Comimission (lMCC) an individual, family or group / cor­
surance, and fee-fo'-ser'ice, making current Medicare I 'rogram covers all porate basis. Reported provider abuses
the l'hilippine health sector one of the civil service an1d private sector wage, are said to inhibit many households 
more diversely financed Of tlose in non-owner employees and their dIe- from enrolling in lI MOs. Some haveThird World Luintries. pendents. In 1988, Medicare, though suggested that many Filipinos are tin-

Using the estintion procedure for covering about 38 percent ot the a the of I IMOs. Otherof1are vauLe 
total and private lie, Ith expenditires in population, accounted for less than 0 country experience suggests that
1988 discissed in detail in Section 3, percent of estimated total health expent- ° lIMOs essentially cater to the middle
Table 4.1 gives a so mm,inr of financing ditires. class. These reasons likely contribute to 
sources and estimateL health sector The private health insurance system the fact that, currently, private in­
shares in the Ihilippines. " remlins underevelolped. Although surance policyholders andd I IMO enrol-

Tax revenues are the major source of some firms offer hospitali/ation in- lees represent less that one percent of 

Insurmaice'fuods less atho
 
6'7 of estimated total health 
 Public Sector 6.87expeuilitures. 

.__ Taxes 5.87 
Indirect 4.11
 
Direct 1.76
 

Operating Income .29
 
Foreign Assistance .09
 
Local Government .62
 

__Private 
 Sector 
 6.77
 

Fee-for-seri'ice/,aycuts Family Spending 5.82
 
cootrise the ))lost commo Private Ins 
 .24
ood'e of lriiatefiaicing of Compulsory Ins .71
htealthi care. 

Total 
 13.65
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thu population, 
A fev priwate companies (e.g. main-

ing concerns, plantations) finance 
health siervices for their workers, either 
fully or with partial subsidies. 

Fe-for-service is by far the most 
common mode of financing health care 
in private health sector. User fees are 
collected in public. health facilities but 
are not a significant source of financ-
ing. Hospitals retain professional fees 
from Medicare patients, but because 
they must turn all other revenues over 
to the National Treasury, there is little 
incentive to collect the. 

Pta 


a

Fnancing 

ublic sector health financing was 
supported primarily by tax 
reenIus of the government over 

tilelast decade (Figure 4.1).34 Tile 
average share of health care finance 
from taxes during the periodt 198l-1i989 
was 81.6 percent. The tax share for 
public health finance has been steadily 
increasing since 1984 when it was 79.5 
percent, through I989 wht'n it 
amounttd to 88.9 percent. The shares 
of public health finance contributed by 
operating incone antd local govern-
mrints have remained relatively stable 
sincu 1981. 

User charges in public hospitals are 
established via guidelines issued by the 
DOH- Central Office. For Medicare 
patients, tilenormal practice is for the 

11JR1ll:1141-19 X44121-11 

hospital to determine if th Medicare 
benefits are adequate to cover the total 
bill incurred. If not, the patient is billed 
for the difference, although the 
hospital's success in collecting the 
balance may be mixed. Thus, if tile 

are
Public Sector Health ~than cost. Most of thu incomle of public 

patient does not pay the total bill, then 
the hospital's total cost may not be 
fully recovered. 
The charging of fees in public hospi-

tals is partly based on Medicare stanld-
ard benefit rates. For medicines and x-
ray, laboratory, and other diagnostic 
services, Medicare benefits are in 
lump-su1 anounts. Since Medicare 
benefit rates do not adulately reflect 
the true cost of providing health care 
services, fees charged often less 

hospitals from user charges are 
remitted to the national treasury and 
become part of the overall government 
revenue for national spending.i' 

P tSince
PivateHt'mpoet.
Health Financing 


riv'ate sector health expenditures 
are financed primarily from 

I operating income of private hualth 
facilities. While initial capital invest-
ments if, orivate health facilities may 
have been financed by dvelopmtnet 
loans and owner equity, annual sus-
taihd oCperations rely on operating in-
conue. Thus, private ht'alth financing 
consists of out-of-pocket hualth care 
payments by individuals and families, 

.and 

AVERAGE PERCENTAGE SHARES, 1981 TO 1989 

Taxes 

8 

Operating Income 
4.21% 

Loans & Grants 
4.42% 

Local Government 
9.81% 

insurance benefit paymnts, company­
financed health benefits, Comulnity­
generated resources and dowitions of
 
cash, material ofr technical services
 
from charitable source'.
 
The forms of health insurance in the 

l'hilippinUs include : 1) government 
sponsored health insurance the 
Mud ica re lrograim and Etmphloees 
Compensation ,',immissiom (ECC); 2) 
private insurance - I IMOs and private 
or commercial indumnity health in­
surance; 3) emiplover providud health 
insurance; and -1) preferred provider 
plans - comnlunity or cooperative 
shared-risk schemes." 

The Medicare Program. 17 The Medicare 
Program is a comnpulsory ht'alth in­
surancu schemtn that was implhmented 
in I1)72 with1 the creation of the Philip­
pine Medical Cart' Commission 
(IMCC). The original program, 
Mledicare I, covered public and private 
sector employees and their dupendents. 

1t)72, coverage has been ex:­
panded to cover retirees and thu stlf-

A parallel program not yet 
imtplumuntUd, Mtldicare 11,is intended 
to cover those in itle infformal sector. 

As of 199180,ludicare I co'ered 23.5 
million Filipinos, or 38 ptrcent of the 
population. In spite oif being a compul­
sory program, tht're were a total of .1.6 
million Medicare membt'rs as of 19t89, 

or only about 2(1 percent of tilees­
timatud 21.8 million ptOptCl mploytd. 
'art of the low coverage of the 

Medicare Prograim of the employed 
labor force is the slow structural tratis­
formation 0f the cono.mv mentioned 
earlier. The t'mplovt who are not 

__ aremembers of the Mud icare IProgram 

likely to be concentrated in agriculture 
tileservice sectors which account 

for 45 percent and 39) percent of the 
labor force respt'ctivtly. In adtdition, it 

is suspected that many small and 
medium scale entterprises do not enroll 
their employues ofrremit Medicare pay­
nlents.
 

lPremium contribution to Mudicare is 
shared equally by umpOy'ettile and 
the eimployer at 2.5 percent of the 
salary base credit. Total preniiuim col­
lection by SSS in I991) amonunted to 
P777 million, and GSI1 collected P317million. In l, )I), benefits paid by SSS 
amounted tol I)710million; (;SI paid 

bunt'fits in thut am1OUnt of P-1412million. 
In real terms,Mt'dicare btentfits were 

larger than collectioms in l75 tlrough 
1978 (Figure -1.2). This trend was 
reversed, with coll1ctions far larger 
than benetit pavn ts, for theIt'trio 
1979, through ])11), and resu ltud in a 
significant build-up Of ruservt's. 

Ti I lealth Instirance Fund (111:) 
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consists of premium collections or coil- and 3) rehabilitation service in the case a higher coverage rate (3,S percent) be­
tributions from members, earnings of permanent disability. Administra- cause it benetits not onh' employees, 
from investments, and other income tively, FCC operates like th' Medicare but also dependents, retirees, and a 
(e.g. penalties to employers for delayed program. SSS and GSIS serve as the col- portion of the self-employed. 
payments). As of 19)0, SSS had reser- lecting and claims processing agents. lFC contributions are paid entirely 
yes amounting to '4.5 billion, and GSIS FCC coverage is compulsory for all by the employer. In I987, total ECC 
had P620 million, employees who are not over 0,0 \ears membership contributions in SSS 

The current medical benefits under old. As of 1987, FCC covered about amounted to 1'257 million, and 1'217 
Medicare are basicilly in-patient in na- 12.2 million workers, representing million in (SIS. Benefits paid by SSS 
ture. For hospital expenses, there are about 21 percent of the Philippine amounted to P01 million, and P]I17 mil­
maximum peso allowances that population. The Medicare Program has lion for (GSISin 1987. During the period 
depend on the type of hospital service 
(e.g. room and board, medical expert- l l , i. .l,. 
ses, operating room fees) as well as on 
the category of hospital (primary, 
secondary, tertiary). Professional ser-
Vices are compensated on whether the 
illness is surgical or non-surgical. Millions of Peso 

Surgeons are paid via a Relative 
\'alue Scale (RVS), and anes­
thesiologists are paid one-third the sur- . ... ........ .................................. 
geon rate. Non-surgeons are paid a 
fixed amount per day, with specialists 
accredited by the medical specialty .. 
societies receiving higher rates than 
general practitioi.. . Medicare current­
ly does not cover expenses for out­
patient services. 0.5 

Medicare support values, the 
proportion of total hospitalization ex­
penses paid for by Medicare, have 0 
failed to reach the original 71 percent t975 1977 1979 1981 1983 1985 1987 1989 
target rate for actual costs incurred in Year 
private hospital ward room confine­
ment. ]Collections M Benefits 

Table 4.2 lists estimated support 
values by type of hospital (primary, 
secondary, tertiary), and ownership 
(private, government) for years that 
have estimates available. 

Estimates of support values range 
from 31.5 percent to 48.9 percent, the TIBL-'42, lM[DI SUPPORTl,] VU l 
later experienced in 1989 - the highest 
recorded support value to date. Sup- Hospital Type 
port value is highest in primary hospi- Year Primary Secondary Tertiary All 
tals for all years estimate,. Out-of­
pocket costs are highest at tertiary 
hospitals, though the benefit structure 1981 48.8 33.8 23.6 39.8 
tends to encourage the use 'f these 
higher level hospitals by providing for 1985 NA NA NA 31.5 
higher reimbursable allowa-ices. The 
highest support values are a govern­
ment hospitals for all levels, and par- 1987 55.8 38.4 25.8 33.4 
Picularly at primary hospitals where a 
91 percent support value was realized 1989 66.2 46.1 45.8 48.9 
in 1989. 

Employees Compensation Commission Ownership (1989): 
(ECC). The FCC is a compulsory social 
insurance scheme that was established Private 64.3 40.4 33.9 41.4 
in 1975, replacing the Workmen's Com­
pensation Commission. The FCC gives Govt 91.3 86.9 82.9 84.7 
tax exempt benefits to employees, or 
their dependents, for work-related dis- All 66.2 46.1 45.8 48.9 
ability or deatt,. FCC benefits are in the 
form of : 1)cash income in the case of 
disability or dcath; 2) medica.l and re­
lated services for injury and sickness; Source: PMCC 
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1975 to 1988, GSIS paid an average ot 
P5461 in benefits per claim, conparted 
to p804 for SSS. 

Health Maintenance Organizations (HMOs) 
Three types of IINOs exist illtile 
Philippines : I)inlvestor-based IIMNRts; 
2) coinmunitv-ba,sed 1i'Os; aid 3)
employer-initiated' iMOs. Inpuestoir-

based IIMOs are tIhose that focus on 
tilt' seCtor and are basicallyemployed 
p;ofit-oriened. Coinlrnitnitny-bised 
lIMOs are those 1rgani/t'd tor lower 
i tole COImII nit itits oii a t \pertnit'iI ­
talbasis aid are Itloi-profit, mployer-
initiatLed II NI( are those fortied h)' 
collpaelics fir tHLir cilphiO,'e,, anitd/ 
or their depenIIdCIIts. 

IIMs arc cissitiid lurtici' by : I) 
prepaid gr oup practittIi '1I');aitd 2) 

I/MO's currently sev, less 
tit one percent ot' 
/ lit,onl/ iost i'hof' 

have sltinificlln, abili.! to 

tlnlber, il IL)L)l). tliiv-bdised-
IINOs ire iOperted like inv'estor-
bast'd I IXI)s. Ntithers pty a tl iOiitII' 

init'idtialI praciice assiciation (WI'A). fee illexiiig ft r, spdi it ited set Of ill-
Under tie G'GI' mtIei, salaritd patiint ailt OuII)iitIlt htetelit paI'k-
physicianis sert illthe I iO icilibl , ags, itt lilt' littits ,irebenelit ItIIt'h 
where thtIC' hlrt CtLtiipilttllt Mid '4t0ft. hWer I1,a1 ilVt',ltr-astd I I )s. i t is 1 
-nrolic's go to ttWLicilit' \\Illn they 1rentllir'e to mk' tlt'litliV Coil-
nee1d care. Ill 010t WAL,,lilt' phyiVian~l Clu1101" ,IhOIlt I p1thliti,1IOflLOIII 
nla0inlltinhliS priv,lit OlfliCeand 
patielS. 1:1nrullue2S a1listofChOOSe frOliI 


participatiig physiciatns ant i tr'tt'i 
cart' rtoni lit dttcttr's towu tfic0. NItsI 
I'lhilippieIC I INiOs L not Ori ittir 
hospitals, ut aco'.it or eiltr intt sir-
vice arrlngCnienots Vii t''tistitlg httspi-
tals. 

I'hilippine ittvestor-based iIIs 
havi'e featurs if bot ilt' I'(I anid IP'A. 
i 1991 , i;erewere I7 invesitr-bastd 
lINIs estimated t h tetperu ting illt' 

hlilippines. It the firts quartr tf Il.
there Were all estiilletd -000Ilt ho, 

(i,00t01total Inititrot people co'ered 
by all lIMOs illthe population, or 
about .81 to .)7 ptrttnitt Of tie ta l 
population. 

There are oi iv vi kntotv tcitt-
ilunit-based I INIOs ill(litI'hilippint'S 
that are part (if a piltt-es : I)Sall All-
ht it (.SAI INiO) whiih bt'gilit i IS 
and had 4111) ni'rbers illftll(); tilt] 2) 
University ttf tile ihilippint'S,,Iililnltt 
(UI'IN1O') started ill 1989, aid had 42tL 

"~~ 


As of 1990, tile Medicare 
flealth lns rtnc('eFlntd h atd 
reseresof 14.5 billioin 
SSS and 1P620 million ill 


GSIS 

Ill), inlliu
vl, , Inii I'hlilip-
,qnus'. 


cent. In 1988, group health insurance 
oltd by lifc ilsur'Aice cotpan its 
llounted to 1'146 Imillion, about 2.5 

times till, million for ordinarv in­1'58.5 
Slia0cL ' (Which itCidts sal's to fil­
,tividuIs tild failiesI). Nioreover, 
group health iinurance grew at a taster 
aniaI rate (27 pt'tllt tilln OrdiinarY 
I IA\Al (4 peotrc. i;. 

Cr'Iss risks represent tiltetotal poteil­
td.i ,noun11a it iVeneit pa'laeIlts (Or 
total lite talhe of' policies issue'd) that 
thet iUslIine c lin pattits contracted 
WithIlheir instred clitlls. In 11188, for 

Il0l1it0 
ftti'tr\' 

IIosss 
bItntiIs 
Ftor INSS 
tll1nittled 

titiliLt's, lce is a P470 risk 
'I prtilli Ill clteCLtd. 
refet r itI liet a tlot ilt 

paid I'v illsitlrl ce cOinpaitulit's. 
lIt' iidtistr' tolal losses 
to ,hi tol1'237 ItllitiOn. Tiis 

rtel tMenedautl 5 1 perceil It ti illie 
gitss prenliuiis cLiillecteI ftr th vear, 
t1ahot 1'l.)1 paid tortver It1 .00(1 
pr'niiiil tiLrlti. 

Di}te iOtigt'i',ll lIOW inItoltit tilt' 
IYIajOriytY1 lit pl~pul~ation ill tilte 
I'lhilippuwIS ,/ridl11,unlprollihabilitv, of 
I IAAI, t'01llleCIiAl HindC1nlil\V health 

ttt0htt'rt' is OhiinV kiti twit et'itt'r- itnsitrate' is iOt likt'V tlt grtW tidrantali­
intitittLed I INI it thell' ilippitts., llt' Callh itt the I'htilippini's. 
i'lilippint' Airlintes l)tpIindCtt NCLi­

tCii l tiall IW1I'). 'Ihi' Itl)l l diftit 
IritIl in ilut'shutr-bst'd I IN\O ill thai : 
I ) tillt ' n10 ll 'ilit; I' 11Mi, 2) it servesC 

invI'Al- 'tL piLty1t tidanti tdetetldctIs; 
3) ienit's ai' sit sidied' by I'AI.; 
adil 4)1tt erslthip IttsV ' er li tti1rt 
ittst' citarg,'td by iIitltlr-bis'td 

I NIt).,.
)%lTJ, IINO), inllt' lhilippinleS : 1) 

survt' less tlhan one pircti itt lit 
prptlqitiOn, aid tius dot not vet play a 
sigii fci ilt; 2)are n ittstIVnl',tir-
bastd II . ltl that l/,ii' ' sCg-ithI rkt 
lItultthai Cii alit ttd to pay (he li 
preimtn; 3) ItOas oilgolttitp at'tttIs 

Employer-Provided Health Benefits. Apart 
ftrlt \lticuie nItdIdtV, lilt' I.abtr 
(-Ood IL' lilt' I']iiliIine11 S Sptlilt",a Illi~ll­

stI , C 
Cipattiitttii sI Ittv ttb1iglinii1s tlt 
n pit tyers. Th rei iiretitits rioge 

fi'tll ' O it id t't­

illitlil oi initCi deiI litt| it'­

e ayail,llily itt irs 

it1101lit llt' prOitisill Of 0 titiIlpiny
clinlicWith a,1lullLm doctor_, iurse,
 

a it d ntiSt. ti Cliye bargaining 

igreclentis ((lIAs) also sp,'ciIy a 
tarit Of rudiciI hentl'iIs. TIere is lit­
ti'Jnt irlltilil ii the 'lt'nl il ptptila­
t tot Cii ,t', 'r b'n'fil ptimtnts 
fr'i1tii ttnpitbet'r-bplre- h ,tIh bti'­

inore than indit'idtui,1 ittriitts; aid -1) htIs. 
ivoid the high-risk 
tliret'Ilts tortt'llbei'rship. Community-Level Health Insurace. 'om­

nIlunlitv-itL'I italth insuraince is a 
Commercial lodemnity Health Insurance. As gt'itril ttrm fr t risk-shlaring health 
if 1918, lth \t'rt 112 ttilllliCpaits ill- care finhtcing tha ra cttris tics, including 

t01ed ill health aitd ,aciLtilt ill- sChi,iVitit'sis pastpit' donating labor 
stirlilCe (IIAAI) ilOlt' 'lhiiippiit, s. BY itr rlatt'rials to ctn.,truct a health ceil­

a19 iliCry \%tit ag(' It'­

ilt te 

life instirot, COiitpt iits iII VI Ct'l Jtl piotl illext-ha it niit 

type if cillpt l thert' Mttre 11011- tt'r, atd citontributions to a cmiiiition 
IAA1 IWIhI life iurnCtonllpUliUSt-,Ll er\'i(T'e t' for dist n t medi-,toOrltrug", Tht' extln 


duritng the 0175 It 088 titl' ptr(id. [IV
IttcatiOt, dtitiiit'stiC itititlite tOinpantit's 
W\'ereltosl I ti\k itt I IAAI (7(1pt'rt'C'l), 

t han ft niuilihtt' i/>tlte coitm-rtil iti 
pa ii it ( pe rcet aii iti liift' 
iisil',
ratIt'LOllIpMnit's (7pt'R'lt). 

li ros piitirei Ol''t allt u t t' ,hlalthl ill~llrdlhtl, ('01il1,illit,111011111Ctd 

it lltt imilliti il I1 1.. FrotltIL7 tlo 
198 nomninal grios, prt'lliuills gr'ew at 
allavtrac aitutal ralte if abtout 20 per-

Which C01t1tt'nlntt ,,vel health ill­
'sitrtIc' ativities octIllrill the I'hilip­
pilitt's, la [ot e deterilined, tIhiougi 
grassrtts initiati'es atre rtp rtttdI 

ittrtis as ivet itt iii - ret 
I AINiIS cinltest. It is tot earl' to It'll 

hII
Ot iable sit ll" t'i a ble these initia­lVveS ale SIInte 1it0aI SSSlIlelltS h~ave
 

becIt ntade. This is defiutittlh' Oil area 
fttr fiurther intestigatIion. 
0 
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Health Sector
 
Perormance
 

,'jIiY... geiieraedConcepts and Data ld ,CI.,iai Vt'itiOiIS hnii teClJiI iie 
Req ire e t ies, .ihe tht difticiult'Vin nkinlg as-

sn"Cients iS rilhtt not 0nlV il idti iII-
,ldt',.,lalv lit ,ASIII Hithl S10-lllill IIS 

iTh healtl Setor 'irtIiiiicei t en rrenit IlI'hiOdolO ivn or'plt',iCIl 
ieterred to hereT deI., illini,'with aYLssesIlli'Iot O l ,llth teti ]'iperh0'-
ecillntlillit p rt1l'l0llnilt', Ih,lt is-, tilt' ieict ,, rLilit to, wtll-kiwl 

main criteria US'tCI are li.1 i lOii lt ltn w heiOretiti ltOnct't. 
known coniceptS deriveti 1rol11 ('OIintptIIih,I. ll Ih tltr -OL, [trt 
eonomic tilorv. lit' tra~melwOrk, 11Ow-
ever, iS snttieit ltl]'ii ai d Ilesiht 
SO t110 tht ptt of h alth ,.'lt ctor 

e torim ur a ssilltig t Ch l11 itcor-

iriltld.li]'t tilt i lIitil o r t li-
art' iCO1 

apCtS Of hcleahtlt' iil r illLt 1 ieetI , ct I i. 

ba d On tilfdi that tht-,t , 11LIS are 
tS tt' in curni t d is'i ICglh'Clt IIl-
tiOl Of health ,Ct 'ri tnl'l Itlet rvCC. 

efii nC \'1 ,Mid equlity 
criteria for aL,>Sv per'-

Whil' e LI V 
ing the CCOilOlIlit" 

TLIc.,ptuaily clear, the ilOrmitil litde 

to maike Sjitin an ,Sseiect'.slt iSiEr,0,n-

ph4)te. so etiitial aid iitiL, 
assesillet cal b,,made lS.d (111 

from his' tiltY
data, 


'rilePtilitpimes allocagtes
lss tha ir2'y,of G N I fo i-

health. 

Is hloe n hy)e eco
IstLll'e
o~llq 


for lhalth? 

...
 
..
 

11,nte1 tai i' ,se'-,t'id, antd inlic,atiOrs, 

,C N' dt\'l0i10d, 11'0111 di trtiltIlt 
Sat pilin Si,,,iit IgI h , IIV 


I) i tn iii', li l tl', 


1 1llll li the alocation ofi rl".iilge,oil, ,r" ll tiOl,S Well a' to fur­

i - tv thei hIt ltl t for 011d Otht 
h,,tti lterf 
nLi011'it (sli i nc in iiintvrsctoral 
I't-,st'r t t 0'CtiOll); tttnl.

2) il tLIr1mSOf health SLAtus iIIprmOVL-
I.lltS'- Of rSU'n ­thrl,41,1 the ,l]]OLatiOlI 

struc-
i CVe(tltiCiL]It\, illhealthl SLr\'iiC, 

tesorer 
ti'r ,-- ti t3)i pror it)ter Of health 

i 'llits through tilt' a 't i Ol it t healtiif 

i 'erencisto file ircit',nc n irtSpi'jijepOpnlitiOna llwriiC' 
of itnh etChe's,ISatd gtOgl'aphi hiii-ill 
tit'i(equti
ityil 

4) inv terlit health 's i prov e-i ist 
friunts thoi i tht fpriority'targ eting t 
bentficia'C S (lt liCiiVe il health r-
v )ice t'Ls);f t iS 

t )illterms of hivalth sttus ii proe-
niLnts throuih utiligation itr\istitg 

Q) in termS Oflthe linanCial burdel 
that ditlerent irOUlpS ill societ, bear in 
til' proviSion of health services 
tllOlih the Clhiiceo iL VaritSl tillsinLing 
nlellliSnl.-,(t itV in linaincingt. 

IIlieCse onc'p ' I iL d to t'\anlilined 
1\'ailhit' I'lhiliipil,
health ,;.ctOr per­

t0r1l1,1)(e dalti in the dis'ission that 
tiliiW' AS. will beiome reladily ap­
p,1 lt, thel ' ilable ita hide more 
tit,ltl le irt ,1d Stlge that afi r 'i,1i, 
11101Vmor t, li c tftort to obtain the 

therieLI,\01p prC tiCll I t OdOhhieS10 1
 
fOr health SLector a sl Inotld be
iviLtSll 
, high priority ctiviti current ef­
ort to reform the heaithl]r 

t-r 


itttti 

the 

e to 

lloit n 
eer All c ton 

lcoo y allocati g serotgl 
tilCCls); tOr his lt'l? I'S ourcs,ft This questiori, 
Il.i' s, is per­lraised inpublic forumi 

haps th lti difficult question to't 

,1)SW r ,ts ,ste i 'art of tile diffictl­ila .
tV Sttlt rom t h e healththe fact tht 
sgtil fthe popui is de termineduS stion 

[,va host of other sectoral activities,
health Ser iCCtS( ftiCi illhealth S Lr- both t11[bliC To ans wver(leCencv .11d private. 

vice utili/ation); g' a r untiOn, there, isa itr0,dfortiforn a­
in te rils Of thC 'itlI titv ,alld tiollot 0 1n-VOll tIL'11110111lt O f re ,ou r­

ality Of he lth S Vr'ik_,S pt.,nd,., eachpr O'ided (S being ,V, in lI altl ­

ithrough tIiihe Ilt l l inputi in
t.- promoting SCtoral activity, but also in­the Iprod lICtiOOf health S CT' oil tihe relaL h ~dithln 'iCt'S( 01l- orm ati on tiVCe ill­

ficienic-vhealth ServiLiL' prOkduCtiOII); p1(7tk Of ,apeSO in\'L'strn,.lntill each Ofill 

7) in t,.,rn1:., tquanltity' ald
o:fthe SUch11Sectoral activity. The, first set of ini­

qual,1ity prO'idtd through is grossly incomplete evenlOf SCIr\'ice formation 
mlan~agemenUIt of L,\i,,tillg rt'Sour-cL pulblic se'ctor, While the second(Ul- for thet 
ficienicv ill ln,IlgemenIt ,aoI oIera- set (if information as, it relates to the 
tionls);" I'hlilippineC situationI is practic,.1ly non­

8) ill terms of tile finaicii r'stlrc's existelit. 
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Inferences about the relative impacts 
of sectoral activities, however, can be 
made based on international and na-
dional studies on the determinants of 
health, measured by infant and child 
mortality in particular. These studies 
generally point to the importance of 
such direct factors as fertility, environ-
mental contamination, and dietary and 
nutrient intake, as well as indirect fac-
tors such as education of parents and 
household income or wealth. 5 

Factor 


Housing Cc.ndition 

Sanitation 


Education of Parents 

Food Consumption 


Medical Care 


Source: Solon (1988) 


Aa 

SELECTED ASIAN COUNTRIES, 4987 

140 Infant Mortality Role 
+ 


'120 


100 

IN,0N 

80 
BURMA 

60 + PHIL 

40 CHINA 
+ 

20 + 

o . 
2.1 2.81 6.4 9 9.2 10.4 II 

A recent study that attempted to 
quantify the relative importance of 
these various factors using household 
survey data shows that sanitation and 
food consumption tend to have rela-
tively high impacts on the health status 
of children, while housing condition, 
education of parents and medical care 
have moderate but nonLIheless sig-
nificant impacts (Table 5.1).39 What this 
set of information implies is that 
greater efficiency in intersectoral 

Impact 


Medium 
High 


Medium 
High 

Medium 


INDIA 


PNO 

+PHIL THAI 

+ MAL 

+ +
KOREA 

12.5 14.1 26.2 32.8 58.5 148.4 

Health Spending per Capito (1987 US$) 

resource allocation might be achieved 
at the margin by investing more of in­
cremental national resources on those 
sectoral activities that have relatively 
larger impacts on health status, an­
less on those sectoral activities that 
have relatively smaller impacts. 

The estimation of total health expen­
ditures in the Philippines given earlier 
(Table 3.1) rewals that health care ex­
penditure, are lower than in neighbor­
ing countries, that is, less than 2.0 per­
cent of GNP as opposed to around 3.0 
to 5.0 percent in other deveoping
countries in Asia. While this informa­
tion might readily be taken as evidence 
to support the commonly perceived 
under-investment in health care, it is 
possible that at the margin, the Philip­
pines is under-investing even more in 
other health-promoting sectoral ac­
tivities. For example, data cited earlier 
(Figure 3.8) reveal that family planning 
expenditures have been declining in 
real terms since 1981. It is well known 
that high fertility is strongly associated 
with high infant and child mortality. 

Moreover, possible under-investment 
in environmental sanitation might be 
readily inferred from data shoving 
continued high rates of diarrheal dis­
eases and intestinal parasitism among 
children. Available data also reveal 
continued high ratvs of child malnutri­
tion which reflect not only the effects of 
low income on dietary / nutrient in­
take, but also the eifect of lack of 
knowledge on proper nutrition among 
parents, especially among mothers. 

Thus, while international com­
parisons of health care expenditures as 

proportion of GNP might initialh 
suggest that the Philippines' resourc 
allocation for health is suboptimal, they 

do not give us a complete picture that 
would allow a firm conclusion. In fact, 
inferences above regarding the trends 
in the allocation of resources on other 
nIPLBAIO
health-promoting sectoral activities arenot inconsistent with the opposite sug­

gestion that the current intersectoral al­
location of resources might even have 
larger health impacts if, at the margin, 
more resources were allocated to these 
other health-promoting activities in­
stead of directly on health care, giventhe very limited national resources 

available. 
The importance of other health 

promoting sectoral activities is furthersuggested by the data which show the 

relationship between health spending 
per capita and the infant mortality rate 
among selected Asian countries (Figure 
5.1). 

Discounting the potential effects of 
measurement errors in each variable 
that will bias the observed relationship, 
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il'dta Suggc t that whil' on Hliet ice 
average, ,,rl,,rtc ',,'Health Servire
with mraid-C StrW halth' Structureincrt',SiIg ptr dp ita 
Spcniig, Sign itic lttnti 
C'n Still h1C,'hiCi'i l c'cn at rlatiCl,' 
lOW, ItcVc I It,, ndI pcriitt t t ILiwithin 
t,lpita SU' I , IS ItS iCLx d bI Srih iL' 
lanka aint iI'. cStmnIt llClil, 1w in1 
hwtVl-pitmitting aWtiVitilCS Otit'r than II 
]L',Itlltarc. l]tbcsc in x'St I t,.Vto lit 
it.xl ria hI iiL Itt ,. a1i t ; Othtcrs, 
Lititr a pi, in'CStitntl Iiat aHtI i 
tHi' IgC Sti'itii'1tt tiL' ptpiLltiOi, aIti 
ilVV'tii-lnt'ntS ill W0 tr Stiplxl,' ,Mid 
,Initation. i ithlititl, tilt' iig c"st stri'icti't Will ILhiv Still Ilrgir iun-L 


that g rtatii ti iin1' lt ill lii' I[at-
hltitiOl Withii tii' IClth SCLctilr w lit 
rt'sIts SI ILus nm il t'ill 11101VSti'r i'ng 
aailahc tIt a IlrIr SCgtillt itt tilt 
1) ( 111 u1,1 1 1 0 11 1 \L 11 l C't iO ll ,JI. i IV I'O f 

r i 's to lid g;nt'iaItC ltdiililnoal 
ht'dlith in1pact11,s. 

li illOi 'll itcniti t Oit iict l-
llltiwuit tItCC 

thitvi' gr61tIr lltlih stdtl irnpritvt,-
intI s 1itn Iiniitcil tiith siCtor 

spt'itilltg, httWv c , rtlui'CS nunO' 
it'laih'L ttiintrx'-Spl1i i 110ilh1rnatii in 

tirs th,ilt t't coltrluisiCS tit 

than di \ I 1 at i'SIIt.tVtiili' 
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Health Sector Financing in the Philippines 

tion, health promoting lifestyles, etc. hea1lth sector may, still be efficient in its Thus, the common assertion in manv 
Under this situation, the main role of allocation of resources. To assess the ef- circles of the health community that the 
the health sector would be to provide ficiency of health service structure current health sector is not efficientl\, 
services for people Who become ill under this situation, it is necessary to allocating resources because it is al­
from diseases that are not readily ultimately determine how much in- locating relativel more resources to 
preventable by non-health sector ac- provement in health status is aclieved "curative" or hospital services than to 
tivities, and as a consequence, the ex- by a peso investment in hospital ser- "preventive" or field health services 
penditures for hos!pital services would v'ices versus a peso investlent in field giv\en the prevailin., disease patterns or 
constitute a major part of total health services, and informaltion that is still heaIlthi needs cannolit be totally sup­
sector expenditures. And yet, the not available at present. 	 ported by currently a'ailable data. 

There is, therefore, a need for better 
data and method of analysis to proper-

Ili ['.a [ '.' [ Iv assess this aspect of sector perfor­
lanrce. 

Supplementary information do 

Poverly Incidence reveal, however, that efforts are being 
70 intensified to shift resource allocation 

towards those activities that are likely 
to have larger health impacts per pest) 

60 #4 	 investment than alternative activities. 
These activities includeI D uiniv'ei'sal im­
munization coverage; 2) the adoption 

50 R12 	 of oral rehydration therapy as opposed
to intravenous therapy and use of anti-

P 	 R9 fII diarrheals and anti-biotics in the con­
+ + trol of diarrheal diseases; 3) the adop­

40 RI RIO RI tion of primary care-based control of 
+ 	 R2 + acute respiratory infec,:ions, especially 

among children involving the Ilse off 
+ R R8 

30 + + + 	 simple diagnostic procedures and oral 
anti-biotic by Barangay I lealth Station 
midwives as opposed to hospital-based 

20 treatment using expensive diagnostic
31.8 39.6 47.1 47.5 48.9 49.3 51.5 52 52.2 54.6 60.5 61.8 	 65.4 procedures and medicines; and 41)the 

g 	Deaths with Medical Attention promotion family planning as part of 
overall reproductive health. 

* Access to Health 
Care Services 

Deaths with Medicul Attention everal indicators suggest the per­
70 sistence of unequal access to 

Shealth care services, particularly 
60. . I . .. . hospital services, amonte, various 

population groups. These indicators in­
50 e..lude (1) the high percentage of 

reported deaths without medical atten­
dance; (2) the declining percentage of

40 .reported deaths with medical atten­
dance with increasing regional povirty

30 .rates; (3) the declining percentage of 
reported deaths with medical atten­

20 ..................................................... .	 dance w ith increasing po pu lation to
. ....... ........ ..... .. .......... ......................... 

bed ratios; and (4) lo\ population 

0 ................................... coverage and declining support value 
of Medicare. 

0 _____ ,_,_,________ Data on reported deaths by medical 
27.2 76.9 104.1 104.2 68.7 120 98.1 117.1 73.3 100.4 99 74.8 120.5 attendance re\'eal that a Very large per-

Population (xl0) to Bed Ratio 	 centage if deaths are without meiLical 
attend ance. 1 This iin p lii's that a large 
percentage of the population with 
serious illness or injury that eventually 
results in death does not have eas\' ac­
cess to the needeiL medical ser'ices. In 
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ty incidence (Figure 5.2), and the Cess to the needed health services, in 
relationship between deaths with particular, hospital services. 
medical attendance and population to A review of I)011initiatives, how­
bed ratios (Figure 5.3). The analysis ever, reveal that efforts have been 
shows that at the regional level, the made to increase access to health ser­
percent of deaths with medical atten- vices, especially among the poor. These 

Indicatorsofpoor access to dance decreases with regional poverty efforts include the expansion of public 
health care services rates. Moreover, the data shows that health programs which are more likely 

the percent of deaths with medical at- to benefit the poor and rural popula­
* 	high percentage of tendance decreases with regional tion; the allocation of incremental 

reporteddeaths without population to bed ratios. Both sets of budgetary resources according regional 
edical attenmance; relationships suggest that both poverty poverty incidence; and the increase in 

* 	declining percentage of and lack of health facilities in a region, support value of Medicare instituted in 
reported deaths With particularly hospital facilities limit ac- 1989. It is expected that, if sustained, 
medical attendance due to cess to health care. More in-depth these initiatives would result in im­

andlack of analysis, however, is needed to proved ,ccess in the long run.povertfackes separate out the independent effects of
 
health facilities; these two factors on medical atten­
low populationcoverage dance as well as to identify the under­
ofhealth insurance; atrsnOVL -vn ServiceFo u
*declining supportvalue of lDing factors involved. Service Ff
 
Medicare. 	 Data on the population coveragc ofMedicare and the changing support 

value over the years allow inferences to ervice focus can be assessed either 
be made regarding trends in (financial) from the standpoint of the health 
access to health care. The data show S problems being addressed or from 
that Medicare still covers only 20 per- the standpoint of the population 
cent of the employed labor force or groups being reached. The first 
about 38 percent of the population in standpoint is partially addressed tnder 
spite of its 20 years of existence. The service structure where the directions

1988, this improvement over previous slow growth in the coverage of the which the DOH has taken were indi­
years, i.e. from 70 percent in 1983, the employed population is mainly due to cated, namely, the vigorous implemen­
figure is still very low, in 1989 the the fact that economic transformation tation of preventive and promotive
reported deaths with medical atten- has been terribly slow in the Philip- health care, with major focus on mater­
dance was only 28 percent in Region pines. The support value of the pro- nal and child health care.
VII and VIII, higher at about 47 percent gram had been declining since 1972 Since the major policy orientation the 
in Regions Ill and XII, and still higher from 70 percent as originally designed DOltI is to focus health services popula­
at 62 percent in the National Capital to only about 33 percent in 1987 before tion groups on the basis of health needs 
Region. it was raised in 1989. Currently, the as medically defined, and on the 

It should be noted, however, that not average support value is about 50 per- capacity of these groups to obtain the 
all deaths are reported. The extent of cent. What these data suggest is that necessary services using only their own
under-registration of deaths is not ac- over the years, even those with social resources, the efficiency of service 
curately known, although it is expected insurance coverage were finding it rela- focus could be assessed by looking at 
that tile completeness of registration tively harder to afford medical care. the population in need, both medically
has been improving over time, espe- The relative increase in out-of-pocket and financially, who have in fact been 
cially for adult deaths. It is reasonable costs that these people had to pay be- reached with tile appropriate health 
to assume that unreported deaths, most cause of declining Medicare support services. To perform such an assess­
probably infant deaths, are also deaths value implies declining (financial) ac- ment information is required on the 
without medical attendance. Thus, the coverage rates (i.e. the percent of 
data on the percentage of deaths population in need reached by the ap­
without medical attendance underes- propriate service) of various health ser­
tiinates the true value. Thus overall, vices delivered by both public and 
there may be more people who were ill private sectors. Unfortunately, such in­
or injured but did not have access to formation is not available. 
medical care than what the data reveal. The population group fo,,s of tile 
Differences in the completeness of Priorityseems to be for health sector can be inferred, however,
reporting of deaths by regions, on the services to: from the type of services being er­
other hand, could introduce biases in phasized. Thus tle high priority given
the observed r,'gional pattern of medi- * infants; to maternal and Child care implies high
cal attendance that was noted earlier. yooung children; priority given to infants and young

The lack of access to medical care Women of reproductive children, women of reproductive age,
suggested by the data on reported age; and pregnant and lactating women. 
deaths by medical attendance may be *pregnant and lactating Tile priority givTn to the allocation of 
due to financial constraints on the womell. incremental budgetary resources to 
household or due to the lack of health regions with high poverty incidence 
facilities and services, or both. This ob- implies high priority to poor popula­
servation is based on the analvsis of the tion in rural areas. While these 
relationship between deaths with 	 priorities give a sense of the focus of 
medical attendance and regional pover-	 health services, which broadly would 
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be expected to improve focus efficien-
cy, there is very little detailed inforra-
tion about the population within these 
broad categories that are actually being 
reached (coverage), or are being 
reached more than others because of 
certain favorable characteristics (bias). 
Such detailed information, which call 
be obtained from household surveys, 
could also be used to refine procedures 
for targeting specific population 
groups most in need of specific ser-

Assessment of tile of 

2) inappropriate use of existing 
health care facilities :individuals seek­
ing care bypass Ioer level facilities in 
favor of higher level facilities even if 
tl', could be appropriately attended 
to at lower level facilities, resulting in 
u,nder-utilized facilities at lower level 
and overcrowding at the higher level 
facilities; 

3) inappropriate Use of health ser-
vices :individuals either fail to come 
for necessary follow-up consIltaItions 

vs.. . .. mom,;ervie,t.at i 

or drugs than they need, likewise, prac-
titioners either requ,ire ctnuecessarY fol-
low-up consultations or require more 
services and drugs than their patients 
require, or require patients to stay 
longer in the hospital more than is 
necessary. 

I)ata that suggest tileexistence of 
efficiency unmet nLeeds iclitde those already 

health service utilization, while referred to earlier, i.e. data on reported 
conceptually simple, is difficult in deaths without medical attendance. 

practice because of the difficulty of dis- These data suggest that a large propor­
entangling from the available data tile tion of tilepopulation who have 
variouIs sources of "inefficient" utiliza-
tion. 

Efficiencv in health service utiliza-
lion is achieved when individuals with 
real health needs, i.e. those recognized 
by medical science including both cura-
tive and preventive care, do seek care 
and are able to obtain the needed care 
from the appropriate health care 
facilities. Inefficient utilization of 
health care services can, therefore, take 
on several forms, namely : 
1) iunmet needs : individuals with 

real health needs either do not seek 
care or are unable to obtai tileap-
propriate care; 

Some evidence of possible 
inefficiencies in health 
serice utilization: 

data ol e.x'istence of 

Ulmetneeds; 

* 	inappropriate itse of 
hospital facilities based 

t
on Ype of costs amd level 
of care neeled; 

* 	large variations in 
hospital bed occupancy. 

"health nLeeds" do not use or are unable 
to hav'e tilenecessary health care. 

Data that suggest the possible exist­
elce Of the other two types of inef-
ficiencies include the data on the lead-
ing causes of hospitalization which 
shows that in 1989, based on a surve\ 
of hospitals by the Philippine Medicare 
Commission, 84 percent of tileleading 
causes are acute respiratory and 
gastrointestinal infections. " One could 
interpret such hospital use pattern as 
arising from either of two possibilities : 
1)preventive health care and basic 
curative care in primary health care 
facilities are under-utilized leading to 
worsening of cases that eventually re-
quire hospitalization, or 2) hospital 
facilities were in fact treating cases 
which could have been adequiately 
treated in primary care facilities but 
patients chose to bypass such facilities 
and proceeded directly to high level 
facilities for various reasons. The avaii-
able data, howe'er, dL not allOW a 
determination of which of these two 

possibilities represent the actual situa­
tion. 

Another indicator that suggests til 
existence of inefficient health serx 
utilization is tic' average occupancy 
rate of reporting D)I I hospitals by 
category of hospitals and by region. 4; 
While thc' overall occupancy rate for all 
hospitals in 1989 is a respectable 82 

percent, there e\ists .vidC regional 
variations in occuipancy rates by type 
of hospitals, as well as variations 
among different hospital type's within J 
region. For 'xamlple, among regional 
hospitals, occupanc' rates vary from a 
loW Of 05 percent in Regioll IIIit1a high 

Recent initiatives possibli! 
ic'reasing efficieny in 
sericeproduction through 
1ltered ipit mix: 

*from intravenous theralpy
to ord rehldration 

therapyi in treating 
diarrheit';
 

*fro,,i hospital-basedcare 
to health center-based 
cart in treating acute 
respiratory infecti nis; 
lUse of generic t'rminholog 
in drugs; 
slring of hostpital 
failitit'svia networking. 

of III percent in Region X. Among 
provincial hospitals, the occupancy 
rates varied fron -1l)percent in Region 
II to 118 percent in Region I11.In 
another vein, for example, that in 
Region VIII, district and provincial 
hospitals have occupancy rates of 
around 05 percent, while the regional 
hospital in that region had an occupan­
c, rate of 99 percent. In Region X, the 
occupancy rates increases as one moves 
from district to provincial and to 
regional hospitals (tileoccupancy rates 
were 71, 83, and I II percent, respec­
tively). The coexistence of under-titil­
ized and o\'er-utilized facilities is scig­
gested by this Wide variations in oc­
cupanc\' rates. What underlies this pat­
tern of hospital utilization, however, is 
difficult to determine without addition­
aI detailed infOrnIlation tiltileopera­
lion of each hospital and tileenviron­
ment which it operates in tileregions. 

Health
H l ServiceProduc i nl t ix1ction (input Mix) 

ncreasing thc efficiency of health ser­

I'ice production requiires the shift 
I frtom niore costly inputs t) less costly 
inputs in tilt' production of tilesane 
level and lulalitV of services. Recent 
)01I initiatives arce geared towards in­

creasing, efficiencv in health sc'rvice 
prodluction. These in itiatives inlude 
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I) tileshift in techniques of diarrheal fotr personal services wvill figure
 
control from relatively expensive (in- prominently in tileoverall cost of
 
traventis therapy) aid sometimes in- production. I lowever, to be effective,
 
effectiV' (anti-diarrheal and anti-biotic) healtl personnel must be coniple­
thera pv to lip1e and I0w cO ,tModern meited with ther inputs, i.e.drugs,
 
olal rehvd ratit m thera py; so pplies and ma tera Is, and tra nsporta- mt't (n1d1
lage, 


dvT'eopmenl (It IIxpen-
gram r the conltrol of acute d itures for maintlenance and operating siguificantly affect qnantity 
respiratOr' infection involving the Shift expenses was 70 percell illIt)5 and and ttlit of health 
ii treatment protocols ftor Mtderatelh- Il)S.,'Fhis percenltage dropped to 51 services undter any given 
seveTe cases from expensive hospital- percent in 1)87, but rose again to 56 level of resource allocatiot. 
based treatment to less e\pensiv'e BI IS- percent in IL)4SH. I')S), the 

2)thie a nat itmal pro- tion. Data re\ al that the D) I operational practicescanl 

I lowever, in 
baed treatment involving midwi\eS percentage declined to 47 percent. In 
and the Use of simple diagnistics prtO- contrast, expenditures for personal ser­
ttedure (detection of rapid breatlinig vices w'as maintained at about 38 to 40 
alid chest i i-draw ing instead of sophis- percent Ofi total expendituires duriig 
ticited diigmlIo'tic tests, i.e. X-rays) and the period, while expenditures for capi­
less expinlsiv\e drugs (oral anti-biotic tal outlay's rose from 6 percent ill1985 priority activities, rather than being 
instead of inltravenous anti-biOtic); to 13 percent in Ii)8i). lt'rather sharp forced administratively to cut expendi­
3)the passage Of tile("eiieric Act Of drop inl expenditlures fr llailtenance tures across allitems. 

Ii988 which provided for the Use ot aid operating e\peises i:lI987 and the Assessing the efficiencv of produc­
generic terninology in tile imiportation, sharper drop in 1I989 are likely to have tionl at the facilitv level is not possible 
iiiaiiufacture, distribution, marketing, affected the effecti\'eness of I1 11 per- cue to the absence of reliable informa­
advertising and prototion, prescrip- soinel in delivering liealth care given tion ou tile cost structure of production. 
tion and dispensing of essential dLrugs. that the lack of medicines and means I lospitals, bith public and private do 
The Use Of generic terminilogy of trainsport, among other operating ex- 11t have WelI-deVeloped and main­
drugs is designeld toihelp redicLe health penlditures, have been perennial tainLeLI information system that cali ac­
care expeiiditures Liue to drugs, which probIlis. tess cost ot inputs by category in tile 
is a mator ctm ponent of total health L'\- A reduction in prodictim efficiency prod,,'itin of differeiit LIuanltities of 
peiiditures, by giving consumers can further be expected from budget specific services. It is now generally ac­
greater choice iii the purclhase of drugs cuts ii tileI991 DOII budget wherein cpteled aniong DOI I officials that cost 
and thereby promotiig price competi- the agency, as well ,asother agencies of studies are L'LLILd. Tlus cost studies, 
tion amliong suppliers tf drugs; and governmeit, Were givLei very little particularly of hospital services, were 
-I) net working activities among flexibility in chousing the items of ex- included in lie research agenda Wider 

hospitals to minimize duplication of pendlitures to be cut. This has been par- tile D)011-II)S project designeLd to pro­
facilities aiid to fullh utilize existing ticularly lamented by the curreit vide baseline iformation oii the opera­
capacities (both pLerstnuel and leadership at the DOI I because the tion of the health sectir. 
facilities). Although this initiatives has recognized that efficiency caii still be In view of this situation, data tin ac­
vet to be fully eValu,ted, Oi' vould ex- maintained at a lover budget level by tual hospitalization cost per item of 
pect that this initiatiV'e would ildeed altering the resource mix of tile hospitalization for both private and 
promiote greater efficiencv in the use of reLuced budget to finance higher public hospitals basLI Oi a large 
existing hospital resources,both public sample of Medicare claims do not real­
aiid private. That favorable results are ly reflect the cost structure of either 
illfact being achieved even if the', call- private or public hospitals.4 7 The 
not be reaiily LtiailtifieL caii be ill- reasoi is that tie data are essentially 
furred froim the recommendations of claims to Medicire reimbursement. 
segmeiints Of tile healtlh coriiitlulity, I lence, such claims would tend to fol­
particularly in the private sector, to ex- Possible signs of lov the benefit structure of Medicare, 
p,nd ietworking activities among i.e. cost of each item of hospitaliza­inefficiencies in health tile 
hospitals. seruiceproducti: tiotn that is reimbursable by Medicare. 

There are, however, certain iii- Since the Medicare claim structture is 
dicators that suggest that tile health sharp drlt inl the same for both private and public 
sector may be operating at lowver ef- maintenanceand other hospitals, it is not surprising that both 
ficiemicy levels than could othervise be operationsexelnditures types of hospitals would Lxhibit identi­
tliL' case in spite Of liiiiited resources, or in DOH budget; cal "ctist structures". Thus we are still 
at least stiggest a iieeL for closer ex- across the board bmtget far from being able t,,assess tle ef­
aminition to see if greater efficiency cuts; ficiency of hospital service proticti.tii. 
caii be acliueLd bY modifying input *absence of infornmatiotn It is important the claimto to note that 
mixes. These indicators include tile asseIssfacility-basetd structure of MeLdicare, if it itSelf is not 
treild i )()11 Lxpeniditures by input efficie'ell; based on actual cost structures that 
categories; staffing patterns iii hospitals v might be coisidlrd efficient, could invariations in manl/OtWer 
of variums types; aid the cost structure to bed ,atio. fact reinforce existing production inef­
of private alid ptiblic hospitals as ill- ficiencies by encoturaging health care 
ferreCL from a sample off Medicare providers to use inputs that maximizes 
claims. Each is discussed in turn. the amtiunt of reiiburselet rather 

Since the prodluction of health ser- than inputs that minimizes tie cost of 
v'ices is a highly labor-intensive ac- the health services provided. I 

tivity, itisexpected that expenditures 
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Another set of indicators that might 
reveal clues into the efficiency of 
production is the staffing patterns of 
hospitals by category of hospitals.4 

The variations in the mixes between 
health personnel and facilities (mail-
power to bed ratios) and between dif-
ferent manpower categories either by 
type of hospital or by region point to 
the question of what is a more efficient 
mix than what is currently prevailing, 
The question, however, cannot be 
answered just by looking at tiledata on 
staffing patterns without at the same 
time relating these data to more 
detailed information about patient 
loads, case-mix, and other indicators of 
output. 

tis generally recognized that in spite 
of limited budgets, governments can 
still generate additional resources for 

expanding and improving tilequality 
of health services by simply managing 
the resources that they now have more 
efficiently. Greater efficiency can be 
achieved by adopting management and 
operational procedures that ensure that 
the potential quantity and quality of 
health services that were expected from 
tilechosen combination of resource in-
puts (refer to the concept of service 
production efficiency) are actually real-
ized. 

Management areas 
consideredimportantfor 
improvingefficiencyin 
delivery of services: 

*logistics, particularly 

dng supplyand 

distribution; 

* 	informationsystems; 
* 	targetting of clients and 


assessing unit 

performance; 


*personnel 	 motivation and 
suspension; 

*laws of dccision-making 
(centralization-
decentralization) 

There are many areas where opera-
tional efficiency can be improved. 
These include tileareas of personnel 
motivation and supervision, proce-
dures for drugs and supplies procure-
ment, and logistics. Other areas include 
operational procedures for identifying 
target populations for service 
provision, and budgeting procedures. 
Still others include the locus of 
decisions-making and communication 
channels, i.e. what decisions are best 
devolved to various units of decision-
making, e.g. BIS, RI-IU, hospitals, and 
what decisions are best left to central 
management; and how are the health 
needs and demands perceived at lower 
administrative levels communicated to 
tipper decision making units so that 
resource allocation decisions are made 
that reflect these needs and demands? 

For years, it has been commonly ob-
served that there are a number of areas 

where the DOI I could improve the 
delivery of services by improving 
various aspects of its management. 
These aspects include, among others : 
1) logistics, particularly of drug supply 
and distribution (delays in drug dis-
tribution in addition to inadequate 
supplies); 2) ineffective information 
systems (too many forms to fill and too 
many reports to be submitted from 
lower level facilities to central manage-
ment without a clear indication of how 
these information are being used at the 
central level, and without any feedback 
of the data compiled or analyzed to tile 
source facility for management and 
operational purposes); 3) lack of infor-
mation on cost of programs for budget-
ting purposes; and 4) crude methods 
for assessing the target populations 
and for assessing personnel or facility 
performance. Such observations, how-
ever, were not systematically docu-
mented, and with some exceptions, so 
were tile to ad-initiatives undertaken 
dress specific management or opera-
tional problems. 

Two recent initiatives of the DOI 1, 
which have attracted more attention 
than others, include efforts to develop 
a health and management information 
system, and efforts to develop and 
adopt program budgeting procedures. 
The first set of efforts involved a 
review of field reports with tileview of 
streamlining reporting requirements 
from the field and of using field infor-
mation for management purposes in 
field health facilities. It also involved 
developing indicators for health sector 
assessment at the district level. The 

nel to adopt such procedures illprepar­
ing budgets and relating these budgets 
to service targets. Both sets of efforts 
are still in the early stages for impact 
assessnint. 

While it is common to expect that 
private sector health facilities would be 
managed more efficiently than public 
sector facilities because private sector 
managers are governed by market in­
centives while public sector managers 
are not. I lowever, this might not al­
ways be the case, or at least that private 
sector facilities may not alwavs be 
managed efficiently. This view is often 
supported by data, again fragmentary, 
regarding many private hospitals in­
curring huge losses which might be 
taken to indicate inefficient manage­
ment. I loweve., there is actually very 
little systematic information about tile 
management of private hospitals interms of management goals, and in­

vestment and pricing decisions to even 
begin an initial assessment. It is pos­
sible, given tileorganization of the 
hospital, that tile"hospital-fir'" is 
losing but the "physician-firm" which 
manages the hospital is nmaximizing 
profits. 

Efi" ' 'y'n"c~enc"


ii y i HealtCare 
rinanc n
 

* view of limited government 
I budgets an !o%incomes of the large 
Imajority ofLte population, there is 

increasing interest in developing alter­
native health care financing 
mechanisms. Currently, health care in 
financed mainly from tax revenues, so­
cial insurance through tileMedicare 
program, user charges, and various 
types of community financing schemes. 
Lately, prepaid schemes such as l IMOs 
have been established. While each of 
these current schemes as well as others 
that might be developed can generate 
revenues for health care, some are like-
IN to be more efficient than others. 
Greater efficiency can be achieved by 
adopting operational changes that 
reduce the cost of revenue collection 
and disbursement of funds for tile 
same amount of finds generated for 
direct health care provision. The recog­
nition of this has led to proposals to 
conduct a comprehensive review and 
study of current financing schemes 
with particular attention to tIh 

second set of efforts involved tile Medicare program with the view of in­
development of procedures for costing proving its efficiency at tile timesame 
various inputs of specific health ser- expanding its health benefits and its 
vices and the training of 1)OII person- coverage of the population. The 
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various aspects to be looked into in- true for health activities that have the munity financing schems with respect 
elude the claims processing and utiliza- characteristics of "public goods", e.g. to long-run viability, sustainability,
tion review procedures, the organiza- vettor control, and environmental financial efticiency land financial equi­
tional structure of tile Program, fund sanitation. This fret, rider problem may tv) and health impacts have yet to 
management, and information systems. be addressed partly by setting tip a evolve, although some early attempts 

One form of health care tinancing governing authority in the community have been undertaken. Thus there is lit­
that has attracted so much attention be- to exact compliance or participation, tie information by which to assess these 
cause of the stress, it places on self- I love\er, this may not always be easy schemles from the standpoint of finan­
reliance and coniunity participation to do. Thus all iin all, tie cost of or- cial efficiency or other criteria at the 
in health care delivery is community ganizing the community to obtain moment. 
financing. This scheme;, which can take resources for health activiti'-; might in­
on many forms, refers to contributions tited be large relative to the amount of 
bv indivitluals, family beneficiaries or resources than can be mobilized. Under -Eq ity
comninity groups to support part of these conditions, the financial efficien- uiy in Health Care 
the cost of health care. Contributions cV of tilt' schem' would tend to be low. 
cOuIld be ill cash, in kind, or individual Moreover, in community insurance Financing 
or family labor. liv niobilizing Under- schemes, tile populatino coverage is 
utilized local resourcts (e.g. organiza- often small to be act1arially sound, and 
tional skill, and manpower) and by adverse selection could post a serious elated to the Liestion of financial I 
leveloping affordable aitd culturailly problem, thus limiting the long-runm efficiency in financial LuitV. This 
appropriate delivtryv systems, the sustainabilitv of tile scnile. R refers t tthe relative financial bur­
proponents hoped that basic ht'alth Illtile Phiiippines thIr' are a number den borne by different groups of tile 
care Will becomt' univ'ersalIv acct'ssible. of cOiiniuniitV financing sciemes of population in support of health care 
Aliother reason for avocating com- various types. A recent contest spol- provision. (one of tie main justification 
munity financing is the observation sotred bv tile I IAMIS project of LX)I I for government provision of health 
that indivitluail ioust'hoilds aReLI anL (' his I ncovL'ered t' fac tIhat care services financed through tax 
spent substantial amounts of money com mu nities or groups of families ol revL'nles is to improve etuity in the 
purchasing both modern and tradition- their own initiatives or occasionally en- use of health care services. The greatest
ail hi'altli services from the private sec- couraged by coummnitV imfIutltials, irony is that this tinancing scheme can 
tor. It is argued that redirecting such have set up various scheies to finance be the most regressive among fiiiancing 
expenditures towards services that cai health activities. More than a hundred sciemies. The inequity arises from the 
have greater impact on health imlprove- Of these scIhleIes have been identified regressive nature of the tax system.
Oeilts will not cause additional finan- from all over the country, and those This is tile case ill tile Philippi ties. A 
cial burden i tile population. identified by te contest represeilt omily recent stuiy oii effective tax rates bv 

Oilte other hand, people who are groups Wh,Lhad both tile tine and ini- income class ill I985 shows that the 
skeptical aouti lelng-ru n viability of clination t cilontest. Iius,therejin thit bttm thirdiof tile incomle distribution 
coimnntmitv financing scilelit's argue may btemiany more such community paid proportionally more of their ill­
that it is easy to overestimate tile finincing sclt'mes that have not yet comni in taxes than the tipper tliird, 
anotm1t tf utltili/dLI resources iii the been identified. lowever, systematic with tile miLIddle class paying the 
ciinimmlitv that could be mobilized to efforts to sttudy these various corn- largest percentage of their incolme ill 
stipport lhealth activities. One such taxes. The effective tax rates for the 
major resource is the capacity of col- three broad incomle groups were 27, 32 
mounities or groups to organize for a and 18 percent for the bottom, middle 
c0limilil objective. Organizatiomnal and highest income classes, respective­
ability ma1xVitleII- most 4 

" This situation arises ill spite of tilebe tilt Scarce'ly. 
resourcet illmnamiy cimmtinities. If so, relatively progressive nature of the in­
then tile cost of organizing a com- Two faces of inequlity in come tax system frim tie very regres­
munitv with external support can be Iealth car' financink sive nature of indirect taxes and the 
very high. This retIucts tile efficit'ncy Of failure of governmnent atuthorities to 
the sienite. MoremV'r, given lOw inicoin- *government expenditures fully enforce tax collection ,muong the 
's, tilt ,iount of contributiiis in cash for I'alith are financed higher income classes. 
are not like' to be large nor cail these throulh taxesgeneratetd Data on tile use of italth facilities bv 
cmtributins btesustained over long iy a repressive tax system income class obtained from tile 1987 
periods Of times. Contributions of labor where the poor pay a National I tealth Surve v reveal that 
HIMnmay also be low giv'en that tile Op- greater proportio.':of while tile use iif public sector primary 
portumity c,.st of tit' e'en for rural their income as ta es care facilities dclint with incolile, 
polr httUsuhiilis may be ver' high than the rich; public hoispitals are usetLequaliy by
relative to their totalincome. iFturthiitr, both tile Ihwest diu tile highest incomet 

'there is tile "free rider problem" to con- *goernment supported groups.i This Means that tile Ihighie.,t 
tend with. Individuals are not likI to Iospitals are used 'qnhall iMcomt' groups which is perhaps not 
contribute tio support timactivity vlit're In the poorest and the what was iiteitd'tt given that higher 
the benefits can be derived by richest, tacOuM' groups have relitiveiy easier 
tverybody in tilt' commninii ty irresp'c- access to privatt hospitals tilan tile 
tiv'e Of wVheIiier tile\, participate or not. lower income groups. 
These individuals will think that even FinalIV, it Might be iiited that the 
if tlt'v do not contribute Ihev Woutld Mt'edicare prograln wiil'designed Ito 
will not be excluded front bt'nefitting impromve financial access to tile health 
from thie conunitv activity. This is care services is, given its current 
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limited coverage of the population, 
benefitting that portion of the ptoptila- 
tion that on the average are better off 
than the population not covered, 
Moreover, to the extent that the 
Medicare contribtrtions of private 
employers are passed on to consumers 
in terms ofI higher prices, the tin-
covered populatiom bears the addition-
alburden of paying higher prices for 
commodities and paying higher in-
direct taxes. Thus, in effect, a larger 
portioni of tie self-emiployed and un-
emIployed population currently not 
covered by Medicare ends tip paying a 
part o the medical benefits tf those 
employed in the formal sector as well 
as the medical benefits of higher in-
come groups Who avail of ptiblic sec-
tor-provided health services, 

Summary a d 

Conclusions 


W	hile there exists a large body of 
data (although often of poor 
quiality) dealing with many 

aspects of health sector, there is not one 
complete set of information that could 
be Used to ftiylland deuately assess 
a specific aspect of health sector perfor-
mance. This a majoir limitatitm because 
assessing even a single aspect of health 
sector performance, e.g. service strtc-
ture efficiency, retquires a number of in-
terrelated ijndicattors meastired at 
various levels, e.g. scctor level, service 
level, and facility level. Any gaps in in-
formation reduces the confidence we 
have on any conclnsion that might be 
made on the available data. 

Otir review oif available data shows 
that while there are indicators that stig-
g'st that the health sector may be 
operating at a lower level of efficiency 

While the Philippines iay 
Iewder-ilivestingin health 
care services, it may be 
under-intvesting elen iuore in 
otherhealth-lromoting 
areas like famiy planning, 
sanitation,and nutrition. 

than potentially possible, we can only 
make a few conclusions about specific 
aspects of health sector performance 
because of major gaps in information. 
In fact, the infformation is so incoml­
plete that we can not even make strong 
conclusions to support or refute the 
most commonly held (and intuitively 
plausible) views about health sector 
performance by the health community, 
The following paragraphs stmnarize 
the findings. 

Intersectoral Resource Allocation. The na­
tional level of health expenditures as a 
percent of GNI' is still lower than in 
other 	 developing countries in Asia. 
While 	 this might readily be taken as 
evidence of underinve'iment in health 
care, it is possible that the Philippines 
is under-investing evea more in other 
lealth-promoting activities of the other 
sectors as suggeslid by information on 
the declining expenditures for family 
planning, the continted high rates of 
diarrheal diseases and intestinal 
parasitism among children, and the 
contin ued high rates Of m1aInn tritioi 
among children and among pregnant 
and lactating women. 

I IW much additiOnal spending 
shotild be made for health care and for 
other health-promoting activities 
would depend on howV efficiently cur-
rent resources art, being allocated. Such 
information is not available for non-
health sectors, and we are only begin-
ning tt look at this for the health sec-
tor. 

Health Service Structure. 'Fll' common 
perception that the ht'alth sector is inef-
ficiently allocating resources because of 
its emphasis oinhospital (curative) care 
relative to primary (preventive and 
promotive) care cannot be readily stip-
ported by available data. Recent efforts 
to improve efficiency, lhw,'ever, point 
to the fact that, ex post, the health ser-
vice structure was less efficient in the 
past and that the potential exists foir 
improving efficiency in the fiture both 
as a result of imprivements in medical 
teclhnologies and strong political and 
administrative will to implement 
known cost-effective technologies. 

Access to Health Services. Several ii,-
dicators, in spite oif measti rement 
problems, do strongly snggest the per-
sistence of u1ne'(uiail access to health ser-
vices arising from both denland 
(householtil inctime) and supply (health 
facilities) factors. Efforts to widen ac-
cess through social insurance are onlv 
partially successfu LI t' t constraintIs 
imposed by the overall performince of 
tilenacroectonmy, i.e. sit iw ecOiiOiiiic 

While the health care sector 
liiay still be inefficient ill 
allocating resources among 
variostypes of services, 
there are imlications that 
health service structure may 
have improved comaredto 
tle /)ist. 

transformation and rapid price in­
creases, the latter partly resulting from 
the social insurance itself. Efforts are 
being made by the D01 Ito improve ac­
cess thr )LghI its budgetary allocation 
procedtires and program priorities. The 
impact tf these effortts, however, have 
not vet been assessed. 

Service Focus. While the appropriate 
foctis has been clearly identified, i.e. 
towards major health problems and 
towards popn lation groups most in 
nteed Of services such as the rural 
ptipulation and the poor as well as 
various age groLips, the actual coverage 
of various services and programs has 
yet to bt accurately determined. 

Health Service Utilization. There are in­
dications that service utilization, are 
less efficient that what it could be. Such 
indicati.ms incltide the large propor­
tion oif reported deaths without medi­
cal attendance, the large variations in 
hospital occupancy rates by types of 
htspitals and across regions, and the 
leading causes of hospitalization based 
onl Medicare cases. The underlying fac­
tors influencing less efficient uitiliza­
lion, htwever, have vet to be deter­
miuled to guiide the identilication Of 
concrete actions. 

Health Service Production. There are in­
dicatiols that input iix at ti:,ag­
gregalt' level might be less than op­
timual. Stich indications iicliUide the ap­
parent dt'clilnt' ill mailItenctlce and 
operating e'xpe'sies in I)0! budgctary 
allocations in recent y'ears. Motreover, 
the an0ner in which budget cuts are 
t'ffectt'tl ftrtlier distorts inptit mix's 
that art likelv to et\a cerbhitt' current in­
efficiencie,. The recent initiatives 
which changed input mixes in the 
provisilon of basic servict's and the 
adtiptiOn ii1 nttworking activities 
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among hospitals point to the fact that ever, are based o l pilot studies. It is 
past input mixes and capacity utiliza- often the case that in pilot settings, 
tion were less than optimal in the past many favorable factors come into play 
and that the potential for further ima- that tend to make the intervention 
proving efficiency exists, produce significant outcomes. When 

such interventions are implemented on New infrastructure neds: 
Management and Operations. There are a wider scale, however, inoy of these 
many cases, often undocumented, that factors, e.g. well trained and motivated * cost-effectiveness studies 
point to managerial and operational health workers, effective logistics, and of variouspublichealth 
shortcomings of both public and sufficient fund ing are diluted. Thus prograns implemented 
private sector providers in the areas of both tiletheoretical and the pilot-based fationall!!; 
logistics and information systems par- cost- effectiveness of public health in- *coverage rates Of Various 
ticularly on cost, target populations terventions may substantially differ public healthprograns; 
and coverage of programs. I lowever, from tileactual cost-effectiveness in a 0*determinantsof health 
there is very little systematic studies on larger setting. Monitoring and evdalua- selrviceutilization; 
the management goals, investment and tion of on-going public health interven- + cost structures of 
pricing decisions, and carious opera- tions implemented on a national scale hospitals. 
tional modes of various providers to such as the expanded program of im­
provide inputs into a more systematic mtinization and the national program 
assessment of their managerial perfor- for the control of acute respiratory in­
marice. fections, anong others, needed to be 

undertaken. The findings from such 
Health Care Financing Efficiency. Further studies could provide information use­
efficiency gains can be achieved ful both for assessing service struIcture 
through modification of management efficiency and production efficiency various demand and supply factors. 
and operations of Medicare and user and for refining program operations to There is a need to undertake more sys­
fees in public hospitals. A number of achieve greater cost-effectiveness of the tematic utilization studies, starting 
community financing schemes current- interventions, from analysis of existing national 
ly exist but little systematic assessment 2) Coverage rates of various public health surveys matched with 
of their long-run viability and sus- health programs. The information socioeconomic infrniation available in 
tainability has been made. based on field health service reports labor force surveys (this is possible for 

that are currently collected on a regular' the 1987 National I lealth Survey and 
Health Care Financing Equity. Public basis refer only to the cases seen by the 1987 round of labor force survey). 
provision of health services financed by public sector facilities in their respec- Further information gaps which would 
taxes tend to be highiy inequitable be- tive catclinent areas. They do not in- invariably include information on 
cause the effecttive tax rates are highly elude cases seen by other providers prices could then be obtained from spe­
regressive. File Medicare programs operating within the catchments areas cial stuvevs designed for the purpose. 
covers only a small segment of the total nor of treatments received by r'esidents The information to be generated from 
population which are on the average in the catchnlient areas from providers, these activities would be useful directly 
likely to include the economically bet- mostly private, outside the catchment for assessing utilization efficiency, i.e. 
ter off relative to the population still areas. As such, the field service infor- for uncovering factors affecting "unmet 
not covered by such a scheme. User mation cannot be used to estimate needs", under-utilization of service 
charges in the private sector, without coverage rates of services provided by capacity in certain facilities, and over­
compensating pricing schemes fo dif- all types of health providers. There is a crowding in others, as well as for as­
ferent income classes, tend to be regres- need both to tailor the national health sessing the likely impact of alternative 
sive. surveys and to undertake small area health care financing schemes on 

surveys from time to time to obtain utilization behavior. 
these types of infornation at the 4) C'ost structures of hospitals. Tile 
nousehold level. When supplemented largest user of health care resources areRecommen~IUdtios by ol niumber and hospitals of various types, yet we haveinformation the 
types of health facilities and personnel very little information on how efficient­
opLrating ill the area, and the 1),hospitals are utilizing resources. Sys­

ide by side with the development socioeconomic characteristics of tenatic studies on the costs of hospital 
of aggregate indicators described households, it will be possible to service production need to be under­
inNI IA development, there is a analyze both coverage and bias in the taken based on economic concepts. Ini­

need to obtained more detailed infor- provision of health services. Likewise it tially a small samphl otfpublic hospitals 
mation through spec-ial studies on tile will be possible io identify more ac- might be studied at the same time that 
following to fill some of the glaring curate the appropriate target popula- information systems are developed to 
gaps in information. These studies tions for more intensive health service identify, record .and retrieve cost infor­
would inclILde but not limnited to the provision. Thus such in formra tion cooldII maltion for analytical and managerial 
following list. help makes assessments of health sec- uses. Then lhe sample can be extended 

I) C'ost-effectiveness of various tor performance in Werms of service to private hospitals. Finally, expert­
public health programs as imple- focus and access equity. ments involving changing input miiixes 
llented Oila national scale. There are 3) deterninants of health service might be undertaken to see hov such 
enough international studies that pro- utilization. Assessment of the efficiencv changes affect b IhIantity andth thie 

vide basic information as to relative of health service utilization is difficult qiality of hospital services proudced 
cost-effectiveness of various public due to the problem of disentangling the forgiven levels ofavailable resources. 
health interventions, all of which how- many factors affeCting utilization, i.e. N 
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Policy 
Simulations 

Introduction 

here have been a number of health 
sector financing simulation models 
developed and applied to other 

countries, but such a model has not yet 
been developed for the Philippines. Be-
cause of the wide range and mix of 
public and private sector health 
providers and risk-sharing schemes in 
the Philippines, and the lack of detailed 
or aggregate private sector data, simply 
applying health financing simulation 
models developed for other settings to 
the Philippines is problematic. In addi-
tion, more sophisticated simulation 
models require extensive data on both 
the demand and supply sides of the 
public and private sectors, and can not 
be used for health care financing 
analysis in the Philippines at the same 

Thousands 

5000 

400 ....


time. Future development of the NiIIA 
data base will allow the development 
of a more complete simulation model. 

The simulation model used for this 
study is a modification of a model 
developed by the World Bank, the 
-lealth Finance Simulation Model 
(liFSM)0 1 The model essentially invol-
yes sets of accounting relationships 
describing the cost of delivering ser-
vices by the public supply side of the 
health sector. It was chosen for this 
study primarily because the data re-
quired for its operation came close to 
matching the NHA data available. 
Even so, the model required substantial 
modification for the application to the 

Philippine setting. 
The current version of the model can 

be viewed as the cornerstone of a 
larger, more complete, 'hilippine 
Health Sector Financing Model 
(PI-ISFM) to be developed under the 
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I FD Project and related research ef­
forts. Most importantly, to provide a 
truly accurate representation of the 
total Philippine health sector, several 
major components of the demand and 
supply sides of the health sector must 
be added in future development work, 
including, but not limited to: 
1)private sector supply side; 
2) private sector demand, including 

demographic factors such as the age­
sex distribution of the population, and 
epidemiological factors; 

3) own-price and cross-price elas­
ticities that account for shifts between 
alternative public and private health 
care providers; 

4) exogenous macroeconomic factors 
that influence both the demand and 
supply sides of the health care market; 

5) linkages between the major input 
and output components of the health 
care market. 
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Health Sector Financing inthe Philippines 

In order for any model to be useful assumed to be 2.3 percent (the average 
for policy simulation greatly depends rate in recent years); 
on the completeness and quality of the 3) a standardized unit of measure­
data. The current version of tile model ment is required for each of three types
and the simulation exercises in this of services, and are defined as follows 
study are severely hampered by the a) preventive care : the annual num­
data restrictions discussed earlier. The ber of immunizations administered by
future modeling effqrt to add the major the public sector, 
components listed above must be close- b) outpatient care : tile annual num­
ly coordinated with futuIe NI IA data ber of outpatients treated by the public 
collection to ensure that data require- sector, 
ments for a more complete Pl ISFM are c) inpatient care : the annual number 
met. of patient days in public sector health 

In tile current version of the model, facilities; 
health care services (preventive, out- 4) tile proportion of the curative 
patient, and inpatient services) are a hospital budget devoted to inpatient 
function of an exogenous DOt I budget care is set initially at 71)percent and tile 
(tho: only independent variable in the proportion of outpatient care is set ini­
model) and unit costs. Thus, even with tially at 30 percent; 
this limited version of tile model, it o 59) tile salaries of doctors, nurses, 
possible to simulate tl, effect of chall- ne Prns medical technicians, and other medical 
ges in the size of the DOI I budget and workers are the weighted average of 
the proportional share of its various tile number of personnel in various 
components. File DOII budget may be iriata from the N14A were used to salary grades; and 
increased either through a larger alloca- give a fairly accurate repro- 6) public sector user fees are im­
tion from the national government, or sentation of tile current structure bedded inl tile current DOI I budget and 
through increases in user fees. of public health sector financing in the expenditure pattern so that simulated 

The model predicts and graphically Philippines, and to establish baseline changes in fees are changes at the mar­
illustrates for each of the next twelve projections from which to compare gin. 
years: simulated changes in health care The baseline case from which simu­

1) the DOll patient budget by financing. Several assumptions were lations of changes are performed is il­
preventive, outpatient and inpatient necessary to establish the baseline lustrated by Figure 6.1, 6.2, 6.3, and 6.4. 
care; projections Figure 6.1 illustrates tile total DOI-I 

2) the proportional distribution of 1) tile beginning year for tile model budget growing at tile assumed 2 per­
the DOII patient budget by preventive is 1990, and projections are for twelve cent rate for each of tile three types of 
outpatient, and inpatient care; yvars ending in 2002; patient care included in the model 

3) expenditures per unit of p.atient 2) rates of growth, including those (preventive, outpatient, and inpatient 
care by preventive, outpatient and in- for the DCIt budget and all prices of care) over tile projected 12 year time 
patient care; and inputs (wages of health personnel, horizon. 

4) the ratio of patient services to drugs, administrative expenses, etc.) Figure 6.2 simply shows the propor­
populatioc by preventive, outpatient are set initially at 2.1 percent per year; tional share of the )O-I budget for 
and inpatient care. tile rate of growth of the population is each type of patient care. In tile 
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baseline case, the proportional shares prices of inputs also are growing at this 
are assumed to remain constant over same rate. Thus, few additional units of Increasing the DOH 
the projected time period, services may be provided, and the ratio 

Figure 6.3 shows the time trend for of each service (immunizations, out-
DOH expenditures per unit of preven- patient, and inpatient) declines over 
tive, outpatient, and inpatient services, time as the population increases. 
Because the DOH budget and input Conversely, the clear implication of A s an example of the effect of addi­
costs all are assumed to grow at 2 per- the simulation results shown in Figure tional GOP resources devoted to 
cent per year, per unit expenditures il- 6.4 is that resources directed toward A the public health sector, the 
lustrate the same growth rate. decreasing the rate of growth of the model is used to simulate the effect of 

Figure 6.4 shows the 	 effect of population can have a positive effect increasing DOH's percentage share of 
population growth on the provision of on health service ratios. Decreases in the total GOP budget. Similar results 
DOH patient services. Note that even the fertility rate effectively allow for are obtained with the model if in­
though the rate of growth of the greater coverage rates of preventive, creases in user fees are increased to in­
population is nearly identical to the outpatient, and inpatient health care crease the size of the DOH budget. 
rate of growth of the DOH budget, services. In 1990, the DOH sha-,, of GOP 
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resources was P7.731 billion, or 3.38 6.6 show an identical distribution of projection period with tilelarger DOI­
percent. The HFSM model was used to patient services, budget when compared to those shown 
simulate the effect this baseline in Figure 6.4. As the populationof increasing Compared to Figure 6.3, tile con­
share to 5 percent, or P12.285 billion, case, Figure 6.7 illustrates that expendi- tinues to grow, the large initial gains 
The results of tilesimulation are il- tures per unit of services decrease ini- are somewhat moderated. 
lustrated in Figures 6.5, 6.6, 6.7and 6.8. tially, and then resume the baseline 

A comparison between Figure 6.5 growth rate. Because more immuniza­
and the baseline case shown in Figure tions, outpatients and inpatients canl be 
6.1 reveals that th- patient budget by served with a larger DOtI budget, and Reallocatn 
type care increases dramatically from the budget increase is larger than the 
the relatively large increase in the DOll baseline growth rate Of inputs anti Resources 
budget, and then assumes tile costs, per unit expenditures decline ini­baseline 
growth rate in succeeding years. tially. 

Because resources are not assumed Figure 6.8 shows that much larger A s an example of the effects of 
to be re-allocated within the DOt-I service to population ratios can be shifting DOUI resources toward 
budget in this example, Figures 6.2 and achieved for all services over tile none of the three types of health 
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services, a shift toward preventive care 
is simulated. Given that the baseline as-
sumptions include an increase of 2 per-
cent growth in the DOll budget each 
year, a larger portion of the share of the 
increase is allocated to preventive care. 
The effects of slowly shifting future 
DOI I budget increaes tovard preven-
tiv'e care is illustrated in Figure 6.9, 
6.10, 6.11, and 6.12. 

Figure 6.9 illustrates that the amount 
of the DO-I budget allocated to 
preventive can be increased over time 
without seriously compromising the 
resources devoted to other types of 
health care. By the end of the projection 
period, tie amount of the budget 
devoted to preventive health care ap-
proaches that of outpatient care, but 
the budget of both inpatient and out-
patient care increase over the time 
frame. 

Figure 6.10 shows that while the ac-
tual amount of the budget devoted to 
each of the three services increases over 
time, only the proportion of the budget 
devoted to preventive care increases, 
while that of outpatient and inpatient 
care decline relative to what they 
would have been without the realloca-
tion (Figure 6.2). 

Expenditures per unit are largely tin-
affected by the gradual shift of resour-
ces toward preventive care relative to 

the baseline scenario, as shown in Fig-
Lire 6.11 and compared to Figure 6.3. 

Similarly, the decline in the ratio of 
services to population due to popula-
tion growth shown in Figure 6. 12 is vir-
tuallv the same as that illustrated in the 
baeline graph, Figure 6.4. 

Future Simulation 

lhe simulations demonstrated 
Iabo'e illustrate two basic types of 

Ipolicy changes that are possible 
with the model in its present form, 
namel' : 1) exogenous changes in the 
size of the DOl Ibudget, either through 
increases from GOI', or increases in 
fees; and 2) changes in the allocation of 
DOl I resources to the three types of 
patient care currently included in the 
model. 

With program modification and 
more data, the model cIiould be adapted 
to simulate policies for achieving 
specific output goals (number of ira-
munizations, number of outpatients, 
ntumber of inpatient clays) and calcu-
late the budgets reqiired for achieving 
these goals. Clearly, any increases in 

outp.ts will require increases in the 
DO-i budget, but with modification 
the program could calculate the rate of 
growth in the budget required to 
achieve output goals to be phased in 
over time. 

Efficiency gains that decrease the 
unit costs of providing services could 
be sinuilated by integrating tie DO I 
budget, prices of inputs, and produc­
tion functions or, conversely, by setting 
target le'el of services the model could 
be adapted to calculate required ef­
ficiencv gains. Similarly, by changing 
input prices (salaries of personnel, ad­
ministration, drugs, other materials) 
the budget implications could be ex­
amined. 

Major program modification and a 
large amount of detailed data is neces­
sary to fully integrate the private 
demand and supplY sides of the health 
sector. When completed, these modi­
fications would allow simulations of 
the effects of such policies as privatiza­
tion of public health facilities, exogen­
ous macroeconomic shocks to the 
Philippine econoly, changes in be­
havior in the choice of public versus 
private health care services, and the ef­
fect of changes in public (private) fees 
on the demand for private (public) 
health services. 
0 
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Notes 

I 	 The I lealth Finance Simulation Model, insurance premiums are paidtor. I lealth 	 Survey of Research, Volume 3, Manila 
also known as the II .AI.TI IFISDMO into apool from which benefits ar' I'lS,1989, for areview of studies in tile 
Model, was developed at the World drawn for actual health care receive', Philippines.
Bank by Manuel Zymelman in 1989. Premiums in excess of benefits are held 39 z 0. "The Impact oft lousing 

2 	Data on macroeconomic indicatorsare in reserve for future health careniabilitits, and to pay the costs Ifad Policies on the I lealth Status of tile 
contained in Vol. IISwction 1. ministration. Urban 'oor," PIll)S- I I'4 Project Report, 

3 	 Data for Figure 2.1 are ConItaiIltd ill 2-1A similar argument could be made for 1988.
 
VoIIume I1, Table 1.1. li 4i0te Re-
Sectlion 1, insuranoe btnefits. Its International Commission on I lealth 


4 )ata forFig ure 2.2 are contained i1 likely, however, that tot' large majority search for I) velopment, I lealth Research
 
Volu11me I, Section 1,Table 1.5. of individuals who I ave private health Links to Equity in Development,
:Essential 


1990.
 
5 	 Data for Figure 2.3 are contained ii insurance use priv.';a health care sour-


Volut' II,Section 1,Table 1.7. ces, rather than public sector sources. 41 See Volume II,Section 6,Table 6.5.
 

i tIlt' 'hilippines is 25 Family health expenditure values wvere 42 Ste Volume II,Section 7, Table 7.2.0 	The poverty line 
d('rivt'd from data included in Volumedefined as '2769 per nionth fora six-per- eio, tild ia health 43 Se Volume II, Section 4,Table 4.2. 

Private health i-

Taie I.Ilfor poverty thresholds and in- surance data are contained inVolume II, 44 See Volume II, 

son housthold in 1988. Set' Volue 11, 11,Sectin 5,Table 5.1. 

Sectioni 2,Table 2.5.
 
cidence in 19)85 and i988 for tilel'hilip- Section 7,Table 7.4. 45 See Volume II,Section 3,Table 3.6.
 
pints as a whole, ad by region. 26 Compulsory health insurance benefit 46 See Volume I 6 Table (17


7 Data onlhealth and population art, con- datfr19-98arcnirdn
data for 1981-1988 are contained ii) 46SeVoue, SetionTal 61.7taond Ill VIItTh aid po at (arVolnmeit 11, 	 47 See Volume It,Section 7, Table 7.4. 	 Sect ion 8, Table 8.10.
rainetdinlVoluroe II,Se'ction 2. 

There are conflicting data (ihealth 27 11, 	 48 "we Volume II,Section 4, Tables 4.4 toSte Volume Section 6, Table 6.9.status indicators, depenin on thel 'ublic sector health expenditures in- 4.7. 

source of information. Ste Volunit' 11, oe ilja and localgovernment 
:The Challengeo
W orld Bank, Ihilitqlins
%.tori r n or- sp uding,a id foreign loans and grants. 49 

.KcrellS Oltio ior-Poverty, 1988.
 
bidity and mortality, leading causes 28 for (;O' health expenditures are
 

on 2, f stilittd trt'ndts 2,for ~til~d~d 
IDala 


death,average lift l'CXpec aocv atbirth, contiiied iiVolume II,Section 5, Table 50.. e Volume II, ,'ctiron 4, Table 4.8. 
infant mortality rates, ind other health 5.25. 51 ThelI lealth Finance Simulation Model 
status indicators from various data so)r- 29 Iwta on phariiceutieal saIts art cin- was developed at the World Bank by 
ces. e also Volume , SectionV Ilalth u, 5 
.*,ctor 'erformance,for analvsis of the liied in VIlilt II,Section 5, Tables origina elZy oleration areand its
relationship between h'lteh 'titns 5.7,5,8,5.9, and 5.10. given inThe lealth Finance Simulation
health resources. 30 Family health expenditure data are con- Model User's Manual and Program Dis­
9 Seeo eI t n2 Ttam d inVolume II, Section 5,Tables kette, World Bank, 1989. The IIFSM is es­

5.1, 5.2, 5.16, atnd 5.17. sentially autility program designed for
 
10 See Volume II, cection 2,Table 2.1. 31 IData onlfamily planning expt'nditures use with l.otus 1-2-3 on IBM-compatible
 
II See Volume II, Scction 3, Tables 3.2, 3.23, Section 5,
are contaiied in Volume It, personal computers with a minimum of 

and 3.24. Tables 5.3, 5.4, 5.5,all 5.6. 640K mtiory. 

12 	 See Volume I1, 32 Financiig data for tile public health sec- 52 While there has been some research onSection 3, Table 3.11. 
tda 	 and cross of
13 	 Surce ta fIr T blt'2. I art'e nit, or for t i years 1981- 1989 are coil- own price elasticities 

inVoluMi II,Section 3,Table 3.21. tliied iniVolunie II,Section 6,Table 6.9. vices iofthe P'hilippines (see, forex­
14 Average nnnmber (ifbtds S'tt \vn inTable lta oi public sector healtlh anple, Shwartz,J.llrad, John S.Akin,
33 	 financing

are contained in Volume II,Section 6, ant lrry MI.l'opkin, "l'rice and Income
Table 2.1. Table 1.. 	 Elasticities of I)emand for Modern 

15 	 )aia Itfaiticiities irecontine'd n 34 Section 6, Table 0.9. Care :The Case of Infant on helt S'C V0olilt' II, I lealth 
1)elivery in the I'lilippines," World Rank

VOLmt' 11,Section 3. 35 I ct'ptiins include I)Medicar' rtiibur- EcononicReview, Vol. 2, No. 1,(January), 
16 	 Se'eVole 11, stment,. for professional fees which areSection 3, Table 3.6. 	 1988, pp. 49-76.), these parameters have 

distributed among hospital empolyees yet to be integrated into a simulation
 
17 See 'ioIicII,",ection 3, Table 3.8. according to a certain formula; and 2) in- nodel of this type.

18 l)ata for Figure 2.la and Figure 2.4b art' sales of pharnlaceuticals
come from tilt' 


conhdillILL Volume , ,ctiongewhich4,Table goes into a revolving drug fund.
 

4.8. 	 36 insurance section drawsTit' healtlh 
19 )ati on health ptrsonnel are contained heivily oIl the iworkof Rhais Camboa ill 

ill % unle II,.,ctioi41. 	 J tllj ,niin backgroilld report forIl1) proleci development. For more 
20 Professional Regulation Conmission, is detail, "C ,oiiboa, Rhais M., "Back­

repred in CRC Ih'althCare Iactbook, ground 'aper oil I lealthInsur,iice i
 
190'1. the I'hilippies," )raft Report, USAII)
 

21 	 Set Volume II,Section .1, Conlract No.389-0241-C-00-1089-00,Table -1.2. May 1991. 
22 	 SXt Volumne It'ctmOns ;111d 6,. 37 )ata o) lit' Medicare Irogranm are col­

23 	 It should be noted thatit would be incor- taiied InlVont'e II, Section 7. 
rect to COt 11 health insurance prenmiurisaddition tohealth insurance benefits 

in adpeditn s md i bt'yurtie brivt'efsec- l1iants aId C.'lstLuencts of I lealth Ini­
as e'speniditurcs niadt' by Itlie private sec- privements inthe Plhilippines," in I'II)S
 

ill 	 38 See I lerrin, A. an1dM1.Bautista, "Deter­
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