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Executive Summary
 

his study aSSesses the current state competition from public sector ser- operations are widely dispersed across 

of the private sector, aevelops, vices. the countrv, with only 11 percent of
better understanding of the main 2.Input. A second part of the private them located in Metro' Nlanila (which

constraints on ex pa nsiion of the sector, sector's en %i
roninent i; input nrarkets, ontains 14 percent Of the population).
and recommends changes in public or th supph sidt'. Government regula- Although no statistics are available oil
policy to strengthen the private sector. tions, taxes, or subs idies on inputs, the ntum ter and distribution of private
This suniimarv first outlines the such as duties oin the importation of cliiiics, it is safe to ,assuime (based on 
framework used in the, study, then it materials, transportatii and corn- surv'eys of private physicians in the 
describes the distribution and main munication infrastructures, and the I970s) that they exceed the number of
characteristics of the private sector, training and licCnSing of persiinil, at- hiospi talIs by a large margin randare
then it reviews the findings based on fect the private sector thirough input evinIImore widely dispersed.
 
an application of the framework, and markets. 
 The stock of health care personnel
finally, it reviews recommendations 3.Structure and performance. The seems to be adequate, again putting

for public policy. iconioi 
 i, tt'llaifi'l ulnizatioi of the the l'hilippines at about the average 

institutions delivering medical services lor leVlopirig countries in Asia. Ilow
is a response to tihe environment on ever, official person nel counts of per-Framework t, denanl and supply sides of the sonnel probably understate their Ium-Framew kmarket bets because there is iio formal trackand is , determinant of their 
performance in delivering medical ing of private sector personnel once 
care. they have been liceInsed at the begin-A conceptual framework for public- ning of their careers. Estiriates from

private interactions in the health sector the late 1980s indicate that professional
is developed, which distinguishes be- personnel are found predominantly in 
tween the demand and supply sides ot FiniUngs the private sector and are widely dis
the market. Several general hypotheses persed all over the country. Midwives 
emerge from that framework : are the most tnimerot.us and dispersed

1. Output. Governients affect the Availability and Distribution of the Private group, and dentists are the least 
private sector tin the demn sidt' or its Sector/Structure and Performance numerous and most concentrated in 
market environment, via financing the major cities. The flow tof new medi
policies, requirements for employment- There were about 650 people per hospi- cal persoMInel seems to be more than 
based financing of niedical care, and tal bed in the Philippines in the late adequate. The number of private medi

1980s, which put it at about the cal, nursing, and ruidwifery schools ex
average for developing countries in panided treniidoisly over the past 
Asia. Private medical services corn- two decades, and they produce a high
prise a substantial portioniof the Philip- volunie of new prtifessionals. Inter
pine health care market. In 19)0, 6t views with huOspital operators indicate 

"Privatemedical percent of the hospitals and 4) percent that they have little trouble hiring new
services comprisea of the beds were privately owned. The physicians or nurses, althotugh in the 
substantialportion of private hospital sector is dominated by major cities there is considerably more 
the Philippinehealth small primary operations with 15, to turnover in these positions than in the 
care market. In 1990, beds, providing basic levils Of care. countryside. There have been high
66 percent of the The average private hospital is 41 per- emigratioi rates for physicians and 
hospitals and 49 cent smaller than the average public nuises, but soiie of these international 
percent of the beds hospital, which is due to the markets have contracted in recent 
were privatelyowned." predominance of these small primary years.

hospitals but also to the fact that [le 19 70s saw the expansion and 
private sector hospitals of all types geographic equalization of private
tend to be smaller than their public sec- medical services. H-owever, in the 
tor counterparts. These small private 1980s the number of private hospitals 
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actuIlhv it'n<.di s'ihtl\ , wi eii ,ull" x.,ich ais -tindlirt rt't'ttrtl ktPin1g, in- tHlC Sxil titit,, lid t t\vn, IS privatt, 

lspitl, ilitilm iu 1,,[ tll i0tit inIIgmtunt hiipitti In iktlltitIn, ih ti, Surto MI'x 11 t'r'itV training, MIL in- l. ,iiOilI 

tlk' I C ,sa t 11010Crt'.ic i ( )\ I hc lax tillinatliill. Ihi I tl Igt' adL', ,t thc v'e\' inlikit t, .ilh'.ltautihli iiix rgttling 

dtl(Idt', t1h0 p111i ,-tt'i n, t inh xukt tI(l r,llVnti irtiar\y l'x'I', %hith t g v'crnul nt ,li"idIi ti torll utIliL',l10'1 

caught tip ft. ilt hi' l\ n li JI a'is ill lalll/t'i tir tutttr lir- tc t', I 1ugh [rI mrtiilm . itt r ttrcr(Ir tllta 
prixti' ltrir, 1 tilt uiiiiii r ilt( gaiii/ct inlilt' tIrl\ lit' Itcotiu Ill adtt i- iiiilt'l.htIi I p ri\'itc xctir 

gtxL'in 'n1t1h t lI. illt bt'' Ii I S t'\- it tllt''t' h tyI'll L(rtin V IIiCsvit t pIL tit it i tk t-pi 	 itll, tl'll t>I p)I- mI ttilr 
,panl, 1thIltd l 1t]i hL riit t thuC pri',tcI''ictou)r ,ttiiit, into pla,, th1Lir cr \t'Atilt S'ut' timu,i ithigh 

ut-s hal'. ,ttlifr ctctl ii i Uilit ilv that iiltltiiC ' tUC Ill' fll"k0n m- r(i trt1lt high ll' iinli' '.ucit a-. i IMAM h1i\V1u1 n'. i 

ixlittini hi'.iihL nl,1i11CS rli tilitit'r, 
l liut'tin'. ;itiill i -ct1i ' V',' Midaln IIrtI 0t L iill'-Wilt 	 1c UIullut Lb 

ult it' t I''Lt' 	 It.It' t aI" it-L '.ti hI Ill iOl( rlti1' Lit tilit'-'tar utIt' t i JI t t Iith it' i L' , I,II l 	 1 

' l ii' tI tt' Ill I tilt' 	 tiL1 
' 

n1r\ Jt Itt'01 W-iIIIL1,1uCI! Ctd IIt int nIItrfitiv a\" ii- '.ih illipt'tlltli t II.f'.tl r pt'l H R 
' 

rt'I In II' t h tI l-%", tat t I tI L ' i lflitil' t tilt'if illtv i l d tilt [tiVt- ritIil I 'tovtlf - IhiIt 	 tu ii.It i t )t'\ i t

ly itlh lit)I~ttl/t' frIll( ] tll'itlilIf11(Lt I \Nt IL :tIh' tOri\',11cdEnvironmentof11the'Privul~tIttilt' Ihuil M %ll,uat'elltil"Stc L'- 0 1-titst ulio HI <.\ otIi' tbl'ltiitillhilIlt I [ if' 1'.lt ll 1)irt' IS1nW1k,01%lh 	 l , t 

i uit tilt IS I an ilt 	 )It I -.tu,lktr' II tlil ILtt'lifit -It iltI( Ifi'\ t IOu t torDet lid hIIiI lk c t ti 

I'i '.tl "t' tit ti tll.I nII 1.'. t' tl Iijlt' i I til/ Iitii, I tirin' fli iiif l il11(uIs )( 1, ll n 1 11tn' tk ri tiL t' 

1, ilt' S,-tOTt hI t' t''\I u\10n g tt xnill Ltll x'-Ici ll iit tit'll1'r1v tt' 11	(t'tII lt Illdt I hI IItnigt\ it'\\I -.I x t it n 1 ' -

U/luc\III l fi o.il\ ttItt IIi Ii i ti IlitI t IIf xltli 'tit t 11i t I IJ I IltI S A ItI f toIitt i l l n tt \t IIl l t i l I 1 ' l u 

'ikt i' 1C. I, I t )tJI,i'sf II il tirli -i - tig rll i'rI\tC t Cr\ I( t I trIIiI'\ k' J \ t t' l ' lih l rt t t ' tt rt 

,111 t 1, It 11 Ill ULu nr; tilt' gtt ' lt' lti' utilli r t lc 1t n1 r l t'ii'n Ii l t uit t iIC-s,ifft." fOLlitit'r t 	 it 
,

Lu lii(It uu ' e filt\ ill 'L.1\, hlit iti' f Iid ' t lit \l, lit, uhriiti ll t l l t s -lth 
t)n r IIOSh t in HbL It /t-tt

Ir 1u1it' 	 %\wIll hClrtlugiI ll pitt d uc ir, 
LI,li\tCrtcd I IWll1r,1,i StIO ILnt'lto t b I)ItJ I ILt to 1I IIhi('i\ ti )tl ,il ,It tIllu(111,11hIofIt<ilt'l I Iof l 

t'i011.1" tiCt I)C Jt't Irtl ltl Il) I 1 Ih' l III t il , 1 1MIll\ HIC| Ltt h,l.,Il tt'l ltl I ill Ill h , lll n', , I.<t)\ tcla, e t, ihat woultld 

\IL'th11- rtCI\ Itt'n I U/ll r )lk] pr1"\ ilIL' stt t~ll t 011tllt'l'tJI Is 11,1nt I [tC <Ilk MiI tl'I II t'ICl tO R- 'Vt' tIIIC lSCI't 

ti 	 ' I 't ll t'rll ft pi t' IiIt L~t C 1 11ri t Itr,C 0 1 t t \ I O ght ii o flvl ,li l r ,1i fi g i ' fi nL l iI lt''g a '.cI) l h allt a1). 
I 'IItI-tIu tha xx'x, tat ia n\notlr Ito a' sit II I if I) \lI i CI tIIt\i'l\ I c b i t LI hrt' is i fi' t - ' isLith'rn-t 

kOlllkl I l11t rdill l 1lIill 'It Ilit' Ill- I lll It11 t ILI\ C Ill<OlttcLt tiCt Ill1\ ]It S\ 1- \Ict it, Ilil' \lt'ttitL 1rt ' If'Ill I" 
' 

II, SLI, it rIC III I(t 111kI't' t(Il" IcL 'It'It tq I l111111) '11Ll I II1 dt Ilk'LIuII t II I l N 1l it IIt1 t 1IiI, I ll , I II \I ' 	 lllth l)tq'40(L 

kill . li,'41t , l.!t tit loulcr- . ,Ilnd o n Ib m, nit titht i n ixll t tiT'S,I lilUt t hI pla1 th tilt- I tthilil Iid ! hu I \\' Ith ' iniIi S 

h12Sl'ItII I I ,' th III IMlitU ilf lrl lll\ IIIL \ L it 11V ) Ill t Ill , \v ,l Ctr ISit i. Ii ll u c I'\ 1I 'L'V- ll tll\, 
o~rgmlIl/L't IfO 11t WI~it Al 1111 g itlt l't 1111 tiC f'li. )I i LTS uhllt i liif \lt' till,'h~tt Ii'.i! iti Iitirlt'Iliii i iinrtc tr-, i lttxni 'lh'l niifliiti1 tl t'\ C'i,it't [mllt'l i't tivtrL \itiin)J haltgn~it'l h ptl'o tli,irul l andi 

itI%t'S h ih t t IIoh/ L llI ,, trcai- tinIdll'' ,S tT t I l t I I 11 Ik01tCC[lilt )IIIlt 11, '1l'(' 6\III t'\ I I(L ta Id ti r Ittlt C ttI ICtth I1 11C 	 tICd 111 Wtl tht ll' ) 

t 	 \ lifletl , i',ll W C I IId SotI' IIS StLM C, til' Ili 1ktilt(' IlldV It' CI'Lt't - [) rk)t l )1 , ldlltKI Ialdi J t , t t'tCh)I t Ih ll Il Mr 

llt 1 l I Lt', 	 ilkWL l \1't C I I\JTV SIt L' t t~l I ,I t1 t i' )I ll ,I/I I , 11) 111l] tl-,I ItI\ c' I\'Itt'll 1 . , AIl I It-SctrV It I 11 tdn Sh l' 11 I Itl' i rt ,

l~i tIl tIl-L 'l l I Il\ CJk- II'I lrItn, IL Ig Iro iIfn i ht I-II( iIf li t ik u111.c r11i\ 't, tc'm). lIttih Vlcl,1rl 1ilClt cit IIhI Sl', 11nt-

Jd 'LIt'tl to,[rc,\'tnt\ , L~l l l t , a dt SC(thl tilit ic .f hdtItl I .trt Il1110 | ri\',Itt' SL'tOll.rts tO t IWIth 

lilt , t~lI S tIlt I', ThtU t, 1)rolt'b e i 11t,V ill nl11,i'i/edt 

I:\ittnClLCIt 
> I1It~llitt'lr lt\ I\ I i)h Environment of the Private Sector - hit\. . 

ho'1l1,11 ,1kthllnl l<, ! milntt lltl to Output or Demand Side <ItIl)isth Ir t\'l' V tlc lilt cniitVO . A 

hllt'l 11id,I I t ,h Ihlil ( I i'lIr\ hosp1 - I hl h t dtiLiT-'c rtI ct)lltVd 11,1\"I 0n11V 
ill Ill IhtW| tlll<l ICtI ltll 11,1%L'i~ llh lki\ \W ' IL IIItit C\'it nid thlt ,) ttt"nl,11Id SItIC ' 1)dL~tl11,1 Ofiin11,ltit-l hils itll bills, it 

C Ill Ilit hl|n U I,, tx~lil .so/rtt,O t 0v rb~t-LtIsltl't0i1),r ill,lln IhO tilt' 1)1'1\ 1S4U l i t ' ldt' C I),111111I'',i<$ ifn Ipl WVC11rt o'h 
It.t tolr Ill ttcIm:i t n/III~ tn tit Ilndi lltn Illlrot I oil the (11*'dlli/,Itl( Iln [pri\'ott hospitoll.. I hl'rt iS. tCvid0InCVt 

ttc\'clCial \ 'i ikhi , 'lilt] I l~lh l luildl</kultt 01t Ofnll I\' lct C4.1Cl tlhl rciillItIrItWillcl rlt'S Crk-Jtc InttCl
' 

Ilk )11. 1 Il Is IrtWtIlk'( Milk<. I C 	 t i , 1 1 d SILim, t Ilk,' ~ I 1t 1 SII,llt 1, c101S~ iI.tiCItcdItc~ nW -cr\ It CS. ( )IIIh tt.ict .CS 
h .,_ L ', u t 1 'Iir I)I- gtl\trjllLt lt IM)t if tIr -IV \'t a ih ',Il[ / t R1tr,C IM11 i l I I Lllot it t,I]IS alit] dr t lh t ii0d IS 

g<l,I~/ th(M ln t Lt 't,]lt l 1[1r 'IttI tll 1t t )IIIJt'tItltll tht, I rinm irv Ic l't i'tllth 1)1)1\ SCt'r\It L"
, II(tto t'r II k11, itr ilht' Irl' lIicra

tnt It!l'\ It I, of I hC t0 tals,Iroli go)Iv 111t'ill ti lto v110 tl t IfSIn4il I 11rii11,ir1,'-4.-di I t 1 I 

01V 	 M1410Pdt it~ntS
, 	

IIi II thr llu' 11ih, \10dt u \",- (lItcCISItlIC-t -S.itC, l t hlll.l hc1I 

tt.41. Tit' \ tCLltI t ( ' ,\'Itt'Illl 1", I110%\' 1 ft1 t I tltln rIIt t tl11SCt I t tLO\'ITS (l W \ l l 

1h,\Vt ,111 II/11),Ilt I tith,' OI',,Inl/itlOt >il l 1111t i ll t dl*t, HICt IV\'tc111 II\ L'S 

'"lThe N 	 ililqiinv's is jar pri\'al ct tiLR11 q~ t
', 

lr1 lill (it l) ltId rTSil/tt'lltl t ' ll d thtL'Wc,11 
(Ilhl'et of# nlost propo rtion to tilt-'1 llltl Of! iinll ll Ing S111,1l1h1,l~l <lc to) ,itlllit iI<IticnItS 

dhvetlolping coluntrie.s it '1ui)PIh's h to ilt( I\ I tt'lll \ C 1tilldt tllllnt' t' lll IV. IhtI ll 1COl' tl-'\'tt bcL
it) estab si l tCVILt, ll to I tiIIIII(IT1 Ith II iltli l, 11,1~ till IIO IS t tlssng~it 01) h hf Iti OIWI'Aillr 
reasl:.tlell h,le and Itl with oul~tt-Ltd-ItockctChuloitnis : 	 OH~~dc~ 

tI,e'plwr(;lto ll t folr tilt, gov\'trlnlnitc t IllIOS1 LIMl'( tk\ Jtltt thtL' Wt\ tCll11tS IIlt' It01111111,dtitln Of 

ipriztt," sectolr." Pl-i\',ItCt'(t titi 'll htl iI t'tl-titl~ll \,lci'd t Jrc lC IIMt'in CIIll' -tllt ,Indtlll'Ol 	 It't-Ior

froi go tlrnn -Ilt h~liltIL,tic ll- P,1yin)g s rvicct inolnt ing litis Lrcakcd I 1-ri\'al'IIpatienlts. *1ht~rt, IS ''tc t that gove'rn- svlitei thalt is pootrh,' fiinancd, with il

htSPit,ill 	 centivets tol providev inpatietnt se'rvices.n12t, 1 lenld h tob ilocated il 
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in small hospitals that are weak both demand side that appear to be bot
medically and fillancia' ,i tlenecks to further Lieve iun nt ot the
 
b)Raises transactions costs. Claims private sector -- governlent comnpeti- is itO 
"It a position to
 

processing is split betwten two govern- lion for paving patients, development miove foratlrd in
 
ment agencies, the Gtvernment Ser- of tilt aid insurance, licit's
Nlidicare systeml deelolt,ipsg p to 
Vice Insurance S\ystemn (GiS)and thie and diirect purchasing Ifrom private tositivei affect tille
 
Social Securitv S\'sten (5SS).The two suppliers -- are II dt' tiledirect con- financing of the
 
funds do not tolow tiltsame clainis trolof the governient. [IIIIo'atiOis in private sector and the
 
processing p licies. tllte Illix arod qna itil
I lospitals iunst areas hold grcaIt pronise for of
 
claim separately fri each, ni tist fil- serlict's."
mn develotpint of tlie private sector, for 
IoV tip prcbher clains in two dit- he'lping lniliis fi ni. le their iiemalnd
 
ferent organi/ations, one of which is for health tirviceS, and for increasing
 
centralized in Mainila and tlhe other of the ability of tilt,
government to target

which has recently been decentrali/ed its resources effectiVelY and in a cost(Claimls ar 11,to tile regionial It'VC. nrdninli/,'i 11anneIr. 
bitrarilv Ctit or disinisseI; tit'st' niiist cause both the Departnent of I lealth
 
be appealed to tileNedicar, loard. Environment of the Private Sector - and the Medicare systel accredit
 
Claims processing ill both system,, i, Input or Supply Side hospitais, there are sonc conplaints
 
slow. 
 abotit tlit' lack of coordinatiin between
 

c) SliW intitutiOnal dvehiipInilt Of "ihe bottlenecks creIated by govern- the sYsterns and the required paymlent

Medicare. Bt3wt 'n l1i72 1980), iltinte,input side of the market of iiii phi, feeS. .\li nitin stiffing
and in 

Medicare (the l'hilippint' Medical Care are Of varving importance, but tile regilatiins are part of tile licens-
I)( )I
Conlinission Or PI(. () Weakened as studi, c that thil'ci tides icy are not cru- ing reiinI reenicts , ,ittIlet'lack Ot
 
an institution, w ith falling suppoirt cialiinptdinilits to dl'vlOpIt'IIt tt divisibility of statl rcjtlt (suIchnlltsllt,

Valies for clails, falling real ic'rit' tilt' Sto (; CrIttrilent intt'rvenitiitIS as tile ltiplirint'lit tir ,ifull-time phar
per worker t'calst' tilt ta are listed tron1 tlt' least ito tit' Most ilaList ratht.r thin ,mriitting acoisultpayrIoll was 

rarely adjusted to intlation, littl' n- problenmatic. rng part-tit' phirniLcist ) hlits the
 
proventnt ill ctvtrage Of tilt pttpli- I.l)uties and import restrcti i,. ,ibilitv
o hIospital operitirs it,iike 
tion, and littli or no change in benefit l'rivate liospital oWnelS 1t1niplaii bit- cost-iiiniilni/ing CitiOllOllic ultciitIs.
 
levels. ' lit'financing oibeintfits has terly abbut diltiCs I hrgtd oil tedical Socih il uIirCnliltnts pri 
 o l t 'nnces
been tied to tilefinancial vabilit it eqti iipinCIIt and drIlS atd biIt' iV tit,v sarI raist lite unit tots (it smallSSS and GSIS, with tle,weaker ttIf it' should be exem pled from tls ta\t's. lOspitfls r 1laliv, onies.tolarge'r 

two (;SIS) ptItting a ceiling Oin Fvii donated i'qtiipIint, tilt'V argli', 3. la\atii . major coiplaint of 
benefits available t theC entire is sibji'ct t,ditties. ese dutits art hospittl owiilers I that privat' health 
beneficiary base.This slow institution- thtught to put the Private sector at I tiilitics ire t,i\i'd is itthty were 
al developni'iknt 1nUt I- speeded itp disaIdvanta gt relative to tilt'piblic s't- r'gtlIar buisinesses. ( wIlirs argue that 
significantl v to imprtt tit financing |or, which is;i i tii Vt rt'frilpiilliit' tl 1Cpertirlling a social service
of medical car.,froin t'e private sector. lie its thet, 

d) Crowding out Of alteriiativ'e laiiatliilly I'(li ipts donated sstintial cone intd prolits tt tih' propriettrs
forms tif risk sharing. The %iedicare ilaihiirv a,liltl 'd uipliilnt OftprIvat' ani thus sl ih.beii gei ii spIffcia] ta\
system has been treated as tile pril a rV prinlarv antd set ondlrv hospitaIs, al- fIe privilges, Fdiliitili institutionus 

conTpetts with Privat' hispital . that btt tiiit ry bevi"itldt'e iin

risk-shariiig nechaiisnin, with other iin- thoIgh tiltey are Still subject to a Id per- are ,itCordt'd thi,privilig; tity ar' 
surers topping ipits ben,efits. Ad- cent vii1te addt'dLV IntCryit\irs tor tlrIi'd ,as iii-pro'it instlitutions and 
ministrative costs for privati insuirailct' this stiludy totdint that ill practice, no t'llivO t,)\- and thtilv-IrC' 
thus remain high,and marketing is Iltit's ie d bei, esStS, I til pu|cli'astd priViiegt' , lhit' 111,11 ilpact ii tti is 
done prinrarily to indlividtUals and tr dolnated Ctiulipineirt for priniary ant prttvisitin itil lii iospital sector in the 
large firms. Ilnaddition, Department if sicttidarY htspital, as eItllptions arL' I'hilippilIs is that it gi\v's hr-prOfit
Laboir rettuireli'its ifor direct deliverv routinely' Apparent'I, IiOvW- private hospitals an illiceii vi' to openv granted 
of health services by1,larger COillpaie's ever, this t'\cptioi nis \'irtia llv'tin- allaftiliatedInwical, itirsiig, or ilid
reiltCi tilt' telil0nd for in srrantc-tvpe kinown to tilt' i t stiidushrv. Nt ilt' wilery schlt. iitiias tart a proes
in.strtisne'tiI. The resti is siow 'x'Ilplitlts atfeCt tirtiarv hospitals, sittlal scli t ceI, Snclivitits tail be 

developnit, ItOf tle private health in- vhMicar' iciarlv ata ost isliad- anisheltered fri t ats by transferring
stirance induslry and i( m1anagtd care viitage rel,lli'elt smiIlitr - tIheri to liLi'euctional part if Ile illlile, IOspi 
(sich as I citelh %ainlitnt'()rgani/a- tils interns o borlder tasS. stittliton. 
tions). 2. Training and licensing. Nlost train- *1.Intraslructlur. I',rticularlv ill 
3.Direct Ptirchasing. lEcept for tlt-, ing is accomplished in the private St'C- rural areas, lack of Clictricitv, %\vater 

purchase (t drugs, the, puiblic sector ftr; there is a rCdV supply OtWell- svstlnis, roads,and iLepelsive corn
has done litt' contracting fur services Irained plysi cias, nlursi's,iiit other nitliiciaiitiOi liiits tii' si/t' (If tilt 
from the private sector, such as professitonal personnel; and licensing Market Oiiwhich Medical facilities can 
managenient, laboratory, and training. (fpersonnellis CCo~npilIhd at tle draw and increases the cost itf con-Thus markets for these services have beginning of their professional careers. strticting and operating medical 
been relatively slow to develop in the Licensing of niedical facilities is alsti facilities outside of miajor cities. This 
private sector, not a niajor isstie, as requirenients are lack of infrastricture may contribute
 

The three inajor elements of the not difficult to meet. I-However, be- to the cinstruction of smaller, less
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sophisticated hospitals than would 
otherwise be built, especially in rural 
areas. 

5. Credit. The availability of credit 
for hospital construction and opera-
tion may be all important bottleneck, 
Hospitals are typically financed per-
sonally by physicians or a group of 
physicians, rarely bV investors or 
through bank loans. Thus they tend to 
be under-capitalized and man"' are per-
sistentlv close to fina ncial failure (Inter-
care 1987). This method Of financing is 
partially responsible for tile prolifera-
tion of small single-proprietor hospi-
tals in the private sector. There have 
been concessional credit instruments 
created for private hospitals and 
schools in the past (primarily ill the 
1970s, ill response to the creation of 
the Medicare system) through tile 
Government 'Frice hlslll'alce Sys-
tem, the Social Scurity Svstem, and 
tile Development Hank Of tile Philip-
pines (I)BI'). [lie general e\perience 
with these loan, was high ifailure rates 
and fund shortages at thi subsidiAed 
intercst rates liiaited the VOIiiincI ut 
loans. Ill general, theT tore, hospitals 
are either financed internally or pay 
market rates for credit. Successful 
private hospitals may gain acctss to 

some subsidized loans, but it is unlike-
Iv that new hiospitals are Ible to secure 
below-nlarket rates on borrowetI 
finds. Although these crelit pbItrbiIs 
probably have seriouIs coInseqiences 
for tie private mttldical sector, solving 
them is morte linked to the dt'mand 
side than to the supply sidt', as is dis-
cussed in greater detail below, 

TFhe government appears to have 
created a relatively Open environment 
for the private se'Itr ill health. It can 
take additional positive actions b\ 
leveling tile playing fieltd through 
equal tax treatment of the etuLciationl 
and health stctors, by encouraging 
development antd fair pricing of sup-
port intrastructure (e.g. povTr, 
transport, cumimunication, and credit), 
and the promotion of more organized 
means of paying for health care ser-
vices. Credit problems can bie reduced 
by opening up credit markets toimore 
competition and by inproving the 
financing of health service tdeantd 
through greater involvement of third-
party payers. The tiemantd side is key, 
as problems ill servicing loans arise 

1 from unpredictable revenue' streams 
caused by depenlence on individual 
out-of-pocket payments. In addition, 
the government and Medicare can 

play I role in improving the quality of 
medical care in tile private sector by 
developing and encouraging use of 
standardized treatment protocols, 
standardized medical record kecping, 
and standardiZtd medical accounting 
practices in both tile public and 
private sectors. In-service training is 
anotiler positive contribution tile 
government can make to improving 
medical care in both the public and 
private sectors. 

RdtheRecd 

Listed below are major recommenda-
tions within each category -- demand 
side, structure and performance of the 
industry, and the supply side. Among 
these categories, the most important is 
the demand-side and Medicare part of 
the equation. Te recommendations 
call be easily suniunarized. First, on tile 
demand side, changes ill financing for 
tht end user through more effective 
and widelh'IVavaible insurance 
coTverage can haV1 a tremendioius ill-
pact on tie mix and quality of services
available in the private sector as well 

as the orgainization and structure of 
tht intlustrV. TIhise challges should be 
accolpanied bv reduictiiuns ill sub-
sidied cOIipetit in from the public 
sector fr higher incomle patients and 
increaseLd Ltemantd for private sect'r 
services trim public institutions. 
Secild, tile government call make 
positive -- as opposed to strict 
regulatory -- contributions to improv-
ing tile quality iifcare from the private 
sector. Third, soime chainges on the 
supply side -- taxes antd regulations --

could improve the environment of tile 
private sector but would probably 
make a much more marginal contribu-
tion than action ill tile other two areas. 
Specific options for action include the 
following 

OutputlDemand Side 

1. Reduce redundancy of govern-
ment facilities; channel subsidies to 
houseollds rather tlan facilities (al-
lowing them choice among providers 
when receiving tile subsitly). 

2. Medicare: 

a) Seek areas where privatization 


can occur, such as in determining 
benefits, in organizing new groups to 
become part of Medicare, il claims 

processing, and other areas to 
strengthen risk sharing institutions 
and cut transactions costs for hospital 
operators. 

b) Develop Multiple benefits/ 
premium options for workers. 

c) Reform reimbursement policies to 
speed up claims processing, encourage 
managed care, encourage larger 
private sector hospitals, encourage 
medically sound treatment, and 
reduce hospitalizations. 

3. Increase contracting for private 
services by government in areas where 

government continues to operate
I facilities. 

Distribution and Organization/Structure and 
Performance 

Use the local government initiative as 
all opportunity to develop positive
 
methods, as opposed to regulatory
 
and legal approaches, to assist bot/i
 
local government and private sup
pliers ot care in the following areas: 
standardizing medical record keeping, 
standardizing financial record keep
ing, developing standard treatment 
protocols, and developing effective 
and widely attended in-service train
ing programs. Reimbursement and 

licensing rules by tile Medicare system 
should provide incentives to providers 
to take advantage of these services. 

Supply or Input Side 

I. Review labor requirements for 
licensing to allow hospital operators to 
make better economic choices (e.g. 
allow part-time pharmacists or small 
hospitals to contract for these services). 

2. Improve rural infrastructure and 
the pricing of utility services, again 
equalizing these costs for public and 
private providers. 

3. Equalize tax treatment across 
facilities : public versus private, educa
tional versus health, and smaller ver
sus larger. Formal rules should be 
widely disseminatetI so all can take ad
vantage of e\ceptions provided in ex
isting laws or regulations, such as in 
the assessment of tduties for imported 
equipment. 

The 'hilippines is far ahead of most 
developing countries ill establishing a 
reasonable legal and regulatory en
vironment for thit' private sectir. It is 
in a position to move torward in 
developing policies to positively affect 
the financing of the private sector and 
tile mix and quality of services. a 
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'Introduction
 

must be the development of instru- tivities are divided into three 

demand side of the 
market to finance tileconsIin ptiin of health services ((iategory I) to pure 
medical services. private health services (Category 3).

InI general, studies of public-private in- The mis of barriers to private sector Th private sector lends to produce
teractions illthe Iedical sector in developllLent and the effects they have Categorv 3 services almonlst eclusively,
developing cotlnnies -- on tile 

mients on tile categories ranging from pure public 

which tend to observed institutional charac- but it aisO p,lticipates to siome degree
be embedded in technical assistance teristics of ledical providers are likely in the provision of Category 2 services 
reports rather than illpublished ar- to varv fr imctiuntrv to country, there- because people are Willing to pay for 
tides -- have cIIncentrated only on the flre good policv should be based on a the benetits tle\' reCeive from these ser
supply-side interface between tle conceptual tranework that allows us vices (even though the services also 
public and private sictrir. Tlhis focus tii inventorv all (itthe possible govern- provide community benefits). Under 
has resulted iron a preOccupatiOn inlent-inthlLenced barriers to private sec- n1ocircuLmstances would the private
with directly observable barriers Iti tor de\velopenlIt, rank thenm, and sector, without some public financing, 
private sector devehi ipnet, such as develop appropriate policy responses. 
government regulaitin, ta\ laws,and 'Ihis paper refports in alneffotIto 
legal restrictions ii I ication anid staff- develihp sUCh a framework and apply 
ing. Private physicians and hospitals it tii the I ilippilles. The discussion APublic Finance Approach to 
h,,ve reinforced this focus because focuses Oildem i"Id-side interventions Government Activities in 
rules and regulations are the most tan- through which government pilicy can Health 
gible evidelice of governilent inv lv'e- lienia Ilis, and Luality Ofaffect tit, titk,, 
ment illtheir affairs and theiiiies they services providld illtile private sector. Category 1 
are most interested iii shedding. I loW_- Lvidelce that has led to this demand- Public Health Activities 
ever, Griffin (1989) argued that be- side focus is presented, and resulting Data collection 
cause of tileelement of catastrophic follow-up analysis Supporting possible [lealth education 
risk in medical markets and tile related policy changes ininsurance and Regulation, licensing 
problems Consumers have of paying government eXpeilditure policies is ill- Environmental health 
for their care, a major impediment to troduced. 

ediseasesdevelopment of the private sector 

Decreasing cost utilities (water,Conce
tualsanitation)Conceptual
Framework Category 2 

Mixed Public/Private Activities"...good policy should Health intervention with both 
be based on a individulI and community benefits 
conceptualframework Framework for Distinguishing the Roles of • Family planning
that allows us to the Public and Private Sectors inHealth • Maternal/child health 
inventory... Infant nutrition
 
governinent-influenced One point of confusion in policy Immunizations
 
barriers to private debates is what tile private health care 
 * Treatment of communicable 
sector development, sector will and will not do. One way diseases 
rank them, and to approach this topic is from apublic 
develop appropriate finance perspective, in which we iden- Category 3 
policy responses." tify goods and services that have Private Activities 

qualities that would merit public Acute care: 
financing: which medical services are Inpatient 
nonrival and/or nonexclusive in con
sumption? In Table 1,health care ac
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produce adequate aniounts of 
Category 2 services. This statement ap-
plies doubly to Category I services. 
The reason is quite simple -- as one 
moves from the bottom to the top of 
the table, individuals lose the incentive 
to pay for the services. If no one will 
pay, there is no incentive for the 
private sector to provide the service, 
Some type of ta\ation or community 
payment is necessary to supply 
Categories I and 2 services in ade-
quate amounts. Thus, without some 
public financing, tileprivate sector 
will produce adequately only those ser-
vices that do not require public sub-
sidies. 

Yet health professionalIs and govern-
* ment officials often argue that tile 

private health sector must begin to con-
tribute more to public health activities 
(Category 1)rather than co cen trating, 
as it docs, on curative health aserviccs. 
Tools that are mentioned fmr achieilng 
this goal are regulations reqiii ring 
such services., gelerl i ta n tati' 
about tilneed for Iiltutre (ItptLIFiR 
spiritedness, anid other ftr1al and in-
formal reitllirelnelits to tore tile 
private sector to change theit' , of out-
puts. These aIppoacheS ma su,lcceed 
partially bl tt hey (it) not rteprt-ent et-
fective wavs to 1ise thle privti sector 
to achieve public hathtIi goals. Similar-
ly, tilegovernment forcema.,c 
employers to pxv tor public hiealIth ser-
vices, but this approach is similar to, 
taxing employers to pay for tht'ser-
vices, yet only their employees (rather 
than thme public at large) benefit from 
such an emphlylent-based approalch. 

Within ti, framework, pushiti. the 
health system ,sa whole to ichieve 
public health goals remliIrs the' op-
posite approach -- hivng tilegovern-
ment exercise direct responsibility for 
the financing of public health ac-
tivities. This op t ion generally requires 
that limited public rsi'inrces be 
removed froilithe financing of 
Category 3 services anid reallocated tt 
Category I atnd 2 services. The private 
sector nlay be called upon to lproduct, 
these public health services, but the 

public sector must takel itarinr
n'stmmit-

si!,ilit lbr tIt mMI,\,
their provision. 

This conceptualization if the problem 

is tile
source of economists' advice for 

governments to prioritize lpending to 

solve public health and environmental 
health problenis with public money, 
financing curative services only after 
these activities are adequately fuiided. 

The private sector plays two roles in 

this approach. First, it takes primary 
responsibility for delivering curative 
(Category3) services as the govern
meat allocates its spending to the 
other categories. Second, it call be 
called upon to deliver public health 
services which the government finan-
ces, either partially or fully. The 
government nLeed 11ot enter into ser-
Vice delivery in order to achieve its 
public health goals; rather, its role can 
be financial and regulatory. Tile 
decision to entCr ilto service delivery 
is made outside of tileframework 
propoed in ; it must be related to 
other distributional problems or other 
types Ot market failure in medical 
narkets. 

Of course the government will pay 
cIose attenition to tileequity impacts of 
private delivery ot Category 3 services. 
I Iowever, equnity problems that arise 
can be resolved, in principle, by care
full\' targeted soubsidies or ilcome 
tran1ster's In additiion, because of 
pecoUIlht itieismedical markets, theit 

government is likely to play a major 
role in arranging and regulating the in
stitutions retluire,', to finance tile 
pri'ate provision of health services 
(primarily insurance). 

Framework for Analysis of Public/Privale 
Interactions 

Table 2 illustrates tileconceptual 
tramWwork Used to organize this 
study, It looks at private sector 
promitlcers of private medical services 
as an industry, sandwiched between 
demand side (output, left side of the 
table) and supply side (input, right 
side Of tile The produc-table) markets. 
tive private sector units listed in tile 
center column are hospitals, clinics, 
single practitioners, and part-time 
government perstnel. At tilebottom 
of this column is a list of organization-
al, structural, and performance issues 
that are oLtcOnies rif how economic 
agents in the sector are organized. The 
government holis policy tools that can 
affect these aid other aspects of the 
sector's organization and perforiane. 

On the denia nd side are listed tile 
consuniers aid orgainizations that are 
sources of dematlnd and revenues for 
tile private sector: individuals paying 
out of their pickets for care; third 
party payments by government, 
private insurers, or employers; and 
direct purchases by government and 
employers. Between these sources of 
demand (or revenue to private prac-

"One point of 
confusion in policy 
debates is what the 
private health care 
sector will anidwill 
not do. One Wa to 
approach this topic is 
front a public finaiice 
perspective, in which 
We identifygoods and 
serices that have 
quaities that would 
merit public financing: 
which medical services 
are nonrival and/or 
nonexclusive ill 
consumption?" 

titioners) and the providers is a list of 
government interventions that can af
fect the demand for private services. 
For individuals' out-of-pocket pay
merits, these include primarily public 
competition for paying patients on the 
negative side and subsidies to in
digents to use private sector services 
on tilepositive side. Government also 
affects private insurer and employer 
behavior indirectly through regula
tion. I lowever, by far the most impor
tant direct impact the government can 
have onlrevenues for the private sector 
are through the national medical in
surance system Medicare in the I'hilip
pines and contracting tor services. 

To the far right are supply-side is
sues categorized according to types of 
inputs reiluiredl by the private sector. 
The inputs are categorized according 
to typical economic groups, including 
capital and labor. Other categories 
that are specified are eqiuipment and 
supplies, access to fiiancial capital, 
and public infrastructure. Between the 
inputs and center Coliei 1i are listed 
possible governmental interventions 
that affect tile ifcost and availability 
each input. Virtually all government 

interventions ointhis side of the 
market affect the private sector in
directly, through regulations, licens
ing, taxes, credit rationing, and in
frastructure development. i 
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SSchematic Diagram of Private Medical Sector and Points of Government Intervention 
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The Philippines 
inthe Asian Context 

Ovement that took place during th, last 15 proved o ,'er time in all countries.
Overall Perormance years was achieved despite relatively More useful information can therefore 

ow spending on health. OveMfl be derived about a countr,'s perfor
(government plus private) expendi- mance by comparing current levels as 
tures on health Services appear to have well as rates of improvement in these 
been stuck at under 2 percent of GNP, indicators across countries. This sec-

Co nparisons of health indicators and and government health expenditures tion, which is adapted from Griffin 
spending patterns are often made were, at best, flat through most of the (1992), compares the performance of 
within countries acioss time. The 9 t)0s (So)lon et al. I' 91). Thus one the Philippines to selected developing 
Philippines has witnessed a substan- might conclude that the Philippines countries in Asia on aggregate 
tial improvement in the infant mor- has performed surprisingly well -- sub- measures of health status, health ex
tality rate (IMIR) from 72 i l 1h5 to 42 stantial improvements in aggregate penditures, prices of medical services, 
in 1989 and a corresponu,ing improve- health indicators despite limited and the role of the private sector. 
ment in female life expectancy at birth spending On health services. Tfable 3 lists the countries included 
(LEB) from 57 years to t5 years (World With a few exceptions, however, ag- in the comparison and divides them 
Bank 1991). The share of this improve- gregate indicators of hwalth have im- into groups based on the level of 

F 	 Per Capita GDP, Female Life Expectancy, and Infant Mortality Rates, Selected Developing Countries 
of Asia, 1989 and 1965 

Per Female Female Change [MR IMR Change 
Capita LEB LEB in 1989 1965 in IMR 

GDP 1989 1965 Female 
1989 in LEB 
US$
 

Below 60 years 
Bangladesh 180 51 44 7 106 153 -47 
Nepal 180 51 40 11 124 184 -60 
Papua New Guinea 890 55 44 11 59 140 -81 
India 340 59 44 15 95 151 -56 

Between 60 and 69 years 
Indonesia 500 63 45 18 64 136 -72 
Mvanmar 63 49 14 66 122 -56 

Thailand 1220 68 58 10 28 88 -60 
Over 70 years 

China 350 71 59 12 30 90 -60 
Malaysia 2160 72 60 12 22 55 -33 
Korea 4400 73 58 15 23 63 -40 
Sri Lanka 430 73 64 9 20 63 -43 

Summary 
Average 1033 64 52 12 57 110 -53 
Median 500 64.5 53 11.5 50.5 106 -58 
Range 4220 22 24 11 104 129 -51 

Note: LEB = Life Expectancy at Birth, in years. 
IMR = Infant Mortality Rate, infant deaths per thousand live births. SOURCE WORLD BANKt9, 
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female life expectancy in 1989. The 
rangt in female life expectancy in 1989 
was 22 vears, from 51 years in' 
Bangladesh and Nepal to 73 y'ears in 
Korea. Median life expectancy was 
about (1-5years, which put the Philip-
pines (Ut 'ears) at te middle of tile 
list.' 'For illfant nx/rtalitv, the range 
was 104 deaths per thousand live 
births, from 20 in S!ri lanka to 124 in 
Nepal. The Philippines' rankings on 
both measures are almost ideintica,. 

If the list were sorted according to 
femal, lift' exp-ctancy in I le 
Philippines would lso he ill the m,id-
die of the tab'. I Iowever, tile rank-
ings do ot tell the whole stor\', h'-
cause country perhorman e was quitt' 

variable o'.'r t'e period. It we Iook at 
ite abt ilite nuinber ot years ot lilt'e U-

pectancy added over tlh 2-1year 
period, til' l thilippint's (With d ( \ear 
imprtvemtent) ranks antinlg the btt-
tom fourth of tit' countries, al.ng with 
Banogladeshi aid Sri I.an t I Id t Iit' 
Philippines kept up with the a\i'r,lgt',ic 
for the sampl., lift' '\pt'ctiv flt 
wtlnit'n wotiild hav' stoiid ,it 01) years 
in I989 inst eaLd O i years. For ab-
solote impriVt'nt'nt ii intant ietr-

tality, the t I' hilippiiits ranks last, with a 

reduction in 30 deaths per thousand 
over the period. Bv 1989, for every in-
fant dying in Malaysia, 2.1 die in tie 
l'hilippine;. The country's IMR was 
82 percent Of Thailand's in 1965; by 
I S',it was 150 percent of Thailand's. 

Are the differences related to in-
come? The short aiswe.r is yes. Figure 
I shows infant mortality for the 
samiple in I98f arrayed by per capita 
(;N[' in that year, showig a ver 
strong inverse relationship between 
the two vlriabhes, espt cially at the
in IL)(,,ow'est levels of per capita NP.P 
I however, there ate so ma nv outliers 
that I0w iniicome t',ta t tie i lIc hta 

harrier tI good prlornle. Clbina 
anti Sri Ian. i arc ,illIpesf 
countries that ha% achievtd tremen
dolls iin protv inle'nts in healthI in
dicators at ixtrirnely low levels of per 
capita income. With -1.) perc'nt of tite 
l'hilippines' per capita incomeint, China 
has i 'vt,' a t.l o f fe'malIC lift' ex-
tctancy that is I I 3 perc'int Of tit' level 
ahiLeCd ty Sri I.ankathe ihilippines. 
lrias less than 10)ptrct'nt of Korea's per 

capiti incoine bUt hIs achieved a 
lower infant mortality rate. Growth in 
incoenima also be imnportant, but 
again there are inaiy exceptions. 

~ Infant Mortality Rate and Per Capita GNP, Asian Countries with World Trend 1986 

Infant Mortality Rate 1986 
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India's per capita income grew just a 
little bit faster than tile Philippines (1.8 
versus 1.6 percent per year since I965) 
but performed substantially better in 
improving these measures of health 
status. There is little 1 tuestiOn that dif
ferences ill health spending and health 
policy call affect these outcome 
measures, the impact call be large in
deed. 

:Pubilic and Privateb ar t 
Financing of Health 

Services 

Given the public/private framework 
described above, two simple 
hypotheses for policy call be derived. 
First, there is no fixed public/private 
txtpelditt, re ratio that would flow 
from the franework; rather, this ratio 
wiould be a function of disease pat
terns and other characteristics of each 
national system. -Second, whatever tie 
ratio of public to private spending, 
public spending should be, in a norma-

Korea.
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tive sense, directed to services with a bars show how expenditure is divided percent of GNP to 5.1 percent, with a 
greater public content -- those charac- among government, insurance (third regional mean of 3.1 percent,3 Tlhe 
terized by broad externalities -- and party', and private out-of-pocket Philippines is well below the mean, at 
not to curative services. Governments spending. 	 Third, tileright side of the 2.4 percent of GD'. The public sector 
that have relatively low spending graph shows the percentage of govern- is estimated to account for roughly 30 
should have a higher ratio of ment spending allocated to public percent of total spending, which is at 
Categories I and 2 spending to hospitals, expenditure that is primarily tilelow end for this sample. 
Category 3 spending because Category for Category 3 services. The countries Total spending in the Philippines 
3 spending is something of a public are arranged in order of increasing in- was about $14 per capita using the 
luxury to be consumed after come per capita, with til,breaks occur- 1987 exchange rate, with about $3.75 
Categories I and 2 are adequately ring between tile1ow-ilncome alld mid- (27 percent) contributed out of govern
funded. d! :-income countries, with an addition- ment tax rev'enue (Table 4). About 

Where does the l'hilippines stand al break separating Korea and $4.75 (69 percent) came from private 
relative to other Asian countries in Malaysia from tile spending, and $0.50 (4 percent) wasother middle-in-
terms of spending on health services? come countrit. Each new group of contributed by insurance.' These es-
Figure 2 displays relevant information countries in the figure represents timates place the 'hilippines first in 
for tilelate 1L)80s. It shows first, using about double the GNP per capita of terms of dependence on private out-of
the bars on the left, the percent of CNI' the middle country of the group above pocket spending to finance health care. 
devoted to health care for a sample of it. I-lowever, Thailand, Korea, Myanmar, 
Asian countries. coud, these same I lealth expeaditures vary from 1.4 and Bangladesh are close behind." 

Total Health Expenditures by Source as aPercent of GNP,
 
and Public Spending on Hospitals, 1986-87
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Given its level of per capita income, 
how much might we expect tile Philip- 
pines to spend on health care, and 
where does it stand relative to that ex-
pectatIon? Figure 3 and Figure 4 show 
per capita health expenditures for the 
sample arrayed against per capita 
GN', with trend lines drawn through 
the points. The trenId lines caIt be in-
terpreted as showing the predicted 
level of per capita health spending at 
each level of GNI'. Th I'hliippines 
falls well below the level of spending 
that would be predicted for it based on 
the experience of this sample of Asian 
countries. l'rediCted spending is about 
32 percent higher than actual spending, 

ThuIs spending on health is relative-
ly low ill the I'llilippines both in colm-
parison to its neighbors and in relation 
to its per capita GNI'. Spending by the 
government is particularly low relative 
to other Asian co untrits. I )oes the 
government anelti rate this problem 
by spending its resources ilt a different 
way fromiOther countries in the 
sample? For exaniple, it might spend 
its limited resources aIIOmst exclItisiye-

ly t ptbIic teaIth, environmental 
health, and preventive health ilterven-
tions (Categories I and 2 in TableIt, 
leaving curative care to be paid for and 
delivered in the private sector. Alter-
natively, it might cIomplemtent spend-

ing on public health activities with tar-
geted curative care subsidies to basic 
health services for tile poor. If tile 
Philippines pursued either of these 
types of policies, it would behave 
quite ditter,_ntly from other Asian 
countries, 

The only wav to examine this issue 
acro ss countries, given tile inadequate 
state of financialdata for tile health sec
tor, is aCombinltion of statistics on tile 
Ow nership of facilities and a rough-
and-ready financial statistic, the share 
ot government spending going to 
hospitals. Table shows the popula
tion per bed and share of all beds 
owned by the government in 1986-87, 
sorted bv population per bed. With 
about half its Lospital beds in tile 
private sector, the Philippines ranks 
second after Korea It the penetration 
of the private sector in hospital owxner-
ship. Thus the government does be-
have diftereitlV by apparently allow-
ing the private sector to supply a rela-
tiVely large share of the beds.. 

I lowever, Figure 2 above indicates 
that the go'ernlment mimics other 
countries in tile sin pIe bv devoti ng 
about n0 perceztt ot public spending to 
Iospital-based services. Thus it ap-
pears that the low absolute level of 
public spending leads to a greater 
share of hospitals in the private sector 

Health Expenditures inU.S. Dollars and Percent of 
Spending by Government, Most Recent Year 

U.S. Government 
dollars Percent of all 

per Health 
capita Expenditures Year 

Nepal 2.1 
Bangladesh 2.8 
Myanmar 6.4 
Sri Lanka 9.2 
Indonesia 10.4 
China 11.0 
India 12.5 
Philippines 14.1 
Papua New Guinea 26.2 
Thailand 32.8 
Malaysia 58.5 
Korea 148.4 

Mean 27.9 
Median 11.0 

SOURCE GRIFFFIN 991 TABLEA 15 

61 1987 
40 1987 
36 1986 
58 1986 
37 1986 
19 1987 
37 1987 
27 1987 
91 1987 
30 1987 
77 1987 
12 1987 

45 
37 

but that, of the meager resources avail
able to the government, the share 
going to hospitals is hih. The prob
lem of low levels of public spending is 
probably exacerbated by allocation 
decisions that channel well over half of 
that rnoney through hospitals (despite 
a vigorous private sector). 

Major Issues for the
Philippi 

nes in g 

Comparative Context 

These findings present several clear 
policy options that merit attention at 
the highest levels of policy: 

1. The low level of spending high
lights the importance of possibly rais
ing public spending but also of careful-
IN,allocating the relatively meager 
public ftLldS low availabe. 

2. Tile public sector devotes a large 
share of its fInds to Categorry 3 ac
tivities. File appropriate policy-level 
action is not cajolery otf the private sec
tor to provide Category I and 2 ser
vices but reallocations of the public 
budget to finance those services. 

3. In the light of such a high propor
tion of health spending originating 
from individuals in the form of out-of
pocket payments, it is surprising to ob
serve such a IOw share of spending 
from Medicare or private insurance. 
However, the instittions for insurance 
coverage are relatively well developed. 
Medicare covers about 40 percent of 
the population and reimburses care in 
nearly all hospitals in tile country. The 
system is somewhat anemic only in 
terms of the share of finitcii,t that it 
administers. 

The relatively large size of the 
private sector itt tile 'hilippines 
creates options for the government as 
it searches for additional public resour
ces for health and improved allocation 
of existing resources. w 
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SRelationship Between Per Capita Income and Total Health Expenditures 

Total Health Expenditures Per Capita US$ 
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Detail of the Lower Tail InFigure 3 I Population per Hospital Bed 
and Share Owned by 
Government, Latest Year 

Total Health Expenditures Per Capita US$ 
Population Percent20 per bed Govern

ment 
15 	 Nepal 4,511 86 

Phili pines e 	 Bangladesh 3,589 85 
Indonesia 1,743 69 

China • i India 1,489 74
1 Sri Lanka • Indonesia * Myanmar 1,484 100 

qyanna / 	 ] Papua New Guinea 772 100 
Thailand 665 90 
Philippines 647 535 Korea 558 18 

* Bangladesh 	 China 465 100 
Nepal 	 Malaysia 435 86 

. . . I Sri Lanka 368 91 
140 190 240 290 340 390 440 490 540
 

GNP per Capita 1986, US$ 	 Mean 1394 79Median 719 86 

SOURCE GRIFFIN 1991. TABLEA 15 
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Availability and Distribution 
of the Private Sector 

The private healh Sector in the salter than the average public hospi
*hiippineS IScomposed Ot Facilities and tal, due partially to the preponderance
IthO sals d of Single-pr pri tor Infrastructure of small priniary hospital,, in the:r, 	 _0LV 

clinics; over a ihOus1d hlospitalS ofiiprivate sector. I owvevr, the average 
sizes and types raniging ironi : io private tertiary hospital is to percenttlt00 
beds; thouSand,O iSoire'. Selling smaller than the average public ter
drugs, several large chaiii, of drug Official figures of the Department of tiary hospital. 
stores; ad un1coUnl0td thousanOds of I lealth showed that in 199), there were Private hospitals are widely dis
traditional hValers and birth atteOdalit, I ,bu)b hospitals, of which 33 percent persed across, the country, with only II 

Real output of private medical sir- were government and 67 percent percent IocateI in Metro Manila. A 
vices, measired I' grOSVds,,vaIue added, private. lospitals in the hl1ilippiIes third of these private Metro Manilaw,,as 1 .3 billio~n JVS-Os i Il 1 . I3C tV\'Vll~ 	 are cla-ssifiedI as either priniary, SeCLOn- hioSpitals art, tc~rtiarv ho~spitals (see 
1980 anid I)89, tile average a tal rate 	 ,.arv,or tenrtiary, d epenlding on service Table 0). Metro Manila hospitals, both 
of gr wth of real outiIput ill pCrivatciapabilities." I'rimarv hospitaIs offer a public and private, acCOlIit for only 10 
medical services w,as .0 percent. Fol- basic level ot care, supporting only percent of the total numbIer ot hospi
lowing the difficult years ot 1)S4- 1)8, minor surgery anid a few basic taIs, but hey' coniprise 34 percent of 
during which negative growth rate' laboratory tists. %i0rethan 50 percent contrV's total bed capacity. Forty-six 
were eXperiviicCd by the econoniV as a of private hospitals are considered percent of Metro Manila hospital beds 
whole, private medical services priar, with in average of Io beds. are provideid by the private tertiary 
registered an annual rate of change Of Government however offers more hospital sector. PIrimarv hospital beds 
2.12 percent in 198h, and 10.86 percent secondary hospital services, with are largely located otside Metro 
in 1989. Private Medical output was average bed capacity of 43. District Manila. While only 24 percent of 
concentrated (-0.5 percent )ii the Na- hospitals fall largely in this category. Metro Manila hospitals are public, 
tional Capital region, but faster rates of For 199), the distribution (if Philip- they account for 64 percent of total bed 
growth were registered for several 	 pine hospitals under .heseclassifica- capacity in the area. Government 
other regions. 	 tions is shoiiwn in Figure 5. It is ap- hospitals in Metro Manila, comprising 

parent that there is a wide variation in 7.2 percent of the total public system, 
service orientations between the public are large teaching and specialized in
and private hiospital systenis, as the stitutions. 
average private hospital is 41 percent 

Composition of Public and Private Hospital Sectors Distribution of Hospitals and Beds
 
. . o.pos.. .. . .. inthe Private Sector, 1990
 

Types of hospitals 1990 National
 
Capital Other
 

Government Region Regions Total
 

Private 	 Hospitals 

i 	 Primary 4.8 95.2 100.0
0% 25'7 50'7 75% 100% 	 Secondary 15.5 84.5 100.0 

Tertiary 31.0 69.0 100.0 
BedsPrimary Secondary Tertiary Primary 4.5 95.5 100.0 

Pecondary 16.6 83.4 100.0 

Tertiary 46.0 54.0 100.0 
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Personnel 

In general, the Philippines is well 
covered by medical personnel with the 
e\ception of dentists (Tabh 7). The 
poorer regions of the ct OLntry, Bicol, 
Eastern Visavas ll N ildanao provin-
ces, are underser\i cid. A 1)87 estinate 
of em pil iVed health mantii er il thw' 
countrY shOwCd that t ti' 18,21) 
phlvSici ails, :8, perceilt were Ill private 
li, spital,I, 38 percent \Welc with th, 
)epartnment it I Ihatli ,lld tie rest 
vere distributed acrt iSs tter govL'i'll-

n t'lltgCil ICS lik'e tich lledtorcts 
and SciliS .\ AMajiorItv ol tile CS-
ti 01 ated I)LC,dtie-ts were ii private 
practice. Ihe patt'rn Iir in0r1,, all-Ii 
inidxviVCs shOeI a rtv'\ r't'i trend, 
where Il l, V t . LitL- ,ili 71 per-
Cent respt-ti el t , Wetre 1111gtleOer 
111e11t servic. ( iet's-a,it iiLcl/ l, IL)88) 

ht, authiirs estiilites ior 1lllirs-'s -

(22.413) shti,,,i,aiarigC lls, rlt W, 

anid two-thirds of dentists were hOund 
to be practicing in Metro M1anila and 
the nearby provinces i Southern 
Tagalog (a 1blC 8), areas whiICh accoulIt 
for about OnIC-hoirth ot thti countr''s 
population. I he various estinlat's also 
shOWt that there has 1ot been much 
11ONVt'nIt'nt in the distribution Ot man 
power O\ er the yea r-., i'\tept for a 
,slightly MilIra.illg LtiicciltratioIl ti 
dentists in the l tioInl iapital area. 

File SaII' StudiV looktd into tile 
I dtterminants ot hlt atitnal diCIsiOns by 

health IltnpOwer, partictnlariy 
pIlSicials and ent ists.litrongest 
, vrrtlatIwitl phyxsician ltcatill was 

bs-strVed tit be tle nu llber ll htospital 
beds. l'hvsi s Itid to Iticate in 
priovincts xliih arc lilt'Mre tlrhaIIi/d, 
wit IIll ore peto ple alid with higher iii-
ComCs, hOwCetr, te are wieiyCI dis-
pirsed artOtl ilt' ci 1ll1tr'.,haV'e 

I ta I 11atlInp111ler Ill the countrv 
a t ilset'pte irttd abrOaid arc 

were )8.A percent, Q-4.7 percent and 
53.7 percent respectivelv. This may be 
high volume production, it is apparent-
IV of IOW quality as av'rage passing 
rates in the liIceosure \hiex'\ Were 75.6 
percent for mtdicine, 70.5 percent for 
nursing, 65.3 percent 10r midwifery 
and 54.) percent tor dtnltistrv. Fle 
passing rates haV e heel dcCli ning 
through tile ears. 

1he high ctost Of ilidlcal CtiitCation 
may account iortili' Strong inclination 
o gradlthtes itogil Hitti privatC practice 
ti recotp illnvestmnts.ilititu in 
privat Ilicai shC lus is twice as CXe 
pIlsiV'e as ill govtrllnleolt Schools. 
Nursing cdIucatioll in private ScIlols 
is four tilles more expeisi\'e tlhal ill 
gOtermei n t schools. he pol icy of re
titiring all Medical gradUates to render 
to ii'ears service ill tile rural areas 

bell discontitled since 1986. 

prtiducCi hc.le ktlintrv's Iltetvork of
l' tIal a, Vi50lDeterminants of 

esti1ateis by tIh till 1ipp111 N irst'S .\s- perti'll bet Ii)88. liiibt i'in I07" arisciltill, xi illoirt'd ni11' g ,,I,IdadeL.f t'st.,i 
ing practititii'rs. A lagi' liinher ol 
Inurses' mav hlve slItiiiiitd ithe pr.lctlicc 
of their prolttSSIO ttle to low saliriC's, 
espcially1 iln prixvitC Cl1Ini s, While 

Other s rnav 11, i Waited tor jobs 
abroad. Thiis Obsci v itill iS i ilrslst'nlt 
with repo irted Shtrtages t nursis in 
cities i.' ht spital adiinistrators inter-
v'ieved for tills studv. 

.\ thirdlO PlhysicinIIs and inirses 

tisliilg at liea-t Ont' Medical school for 
ach of the cottri. I,) regions. While 

this wiS nit tull' rea.ili/'l, tili' private
se'ctor mo~re thani MIade till [or this 

rililss. I l' 11)8 7 tigUt's slit ed 25 
Imedical schools, 12h lursing schools, 
1 dental sciIooils and 113 midwifery 
schools. 

A\ierage collort survival rates for 
medical, nursing an d ieltal students 

jIl Population ho Medical Personnel, by Region, 1987 

Region 

Region I : 11oct15 Regon 
Region 2 Cagayan Valley 
Region 3 Central Luzon 
Region 4 :S. Tagalog 
Region 5 : BicolRegion :W. ViSav'as 
Regioii 7: W. isav'as 
Regitinl 7: F'. V'isaas 
Rit 8 F. Visavas 
Region i) : W. lindanatl 
Region 10: N. Miindanao 
Regito I: S. Mindanao

Region12 a4244C. Mi
NRegito Mana 
NCR : Ntroi Manila 

Philippines 

Physician 

: 28(16206locs 
4703 
3812 
3833 
50054673 
247 
274 
5674 
8703 
37o4 
4098 
124 
1256 

3135 

Nurse Midwife 

1907907 3222322 
2959 3408 
3092 4093 
3655 4977 
34372902 41834526 
29028 451 
25318 3991 
3169 3060 
5725 4371 
2575 3175 
28293171
1319 

42672939
4167 

1319 4167 

2559 3926 

Dentist 

150881588resources 
19241 
10718T 
13495: 

31096!
39,t131sostenmbro 
32941 
32343 
3 
28877 

47196
 
24743'
400291
21i1 
2533 

10799 

Note : I lealth manpower includes public and private health 
personnel affiliated with hospitals aid health centers. 

C1,9tE1P101 AND 11,CAZO 198 TAL 
t .. 
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Private Sector 
v pment 

The de'eloprnent of the private health 
care sector is a product of \'arious fac
tors. Our franework discussed tile 
role of the regulatory el'i roll Ilel t, 
aid the availability'of various inputs, 
like labor, financial capital, etc. File 
role of other factors ar'e cited here toprovide a more complete04 picture. 

Tie data provided i the previous 

section and earlier studies, particularly
in Griffin and Pl11ueO (I1987) showedi
 
h ini i illlti walabilit
huge iilprov.i'eents ill thei ai'ailaibility 

ilcedicalaid distribution of lhilippinebetwveen 1972 and the earltv 
e1980s. The expansion and geographic 

equali/ation ii till' 70s is seen largely 
,.s a private sector-'d growth. Figure tIoptl l h 
public and private sectors over a twen
ty year period. The It)7t)s were charac
terized bv steady,growth iii tile h1u01
ber of public htspitits and treil

shows tile l nilliher (if Ilotspital1 s ill thle 

dos growth ill tiii' nuih'r if private
hospitals after the MIedicar' s.'stenl
aid related iIcCntives to dleeltop 
private hospitals becaiie effective in 
1972. I IOWever, ill tile 19 80s, tile Ilni
ber of private lospilals actiiaIly 

declined, while public hospitals coil
tinuce ati expan at about tile samlle 

pace as before. 
Tile samne phenomenon is reflected 
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: Distribution of Selected Manpower InMe!ro Manila and Southern Tagalog Relative to the Rest of the Country, Various Years 

Percent of the Percent of 
Population Health Manpower 

Manila Manila and 
and Southern 

Study Southern Elsewhere Tagalog Elsewhere 

Physicians 
Tagalog 

Association of Philippine Medical Colleges Survey, 1970 77.0 45.9 54.1 
National Economic & Development Authority, 1974 23.0 75.8 40.1 59.9 
National Economic & Development Authority, 1977 24.2 75.4 39.2 60.8 
Philippine Institute of Development Studies, 1987 24.6 74.1 32.0 68.0 

25.9 
Nurses 
Association of Philippine Medical Colleges Survey, 1970 77.0 51.7 48.3 
Philippine Nurses Association, 1980 23.0 ?4.9 42.7 57.3 
Philippine Nurses Association, 1987 25.1 74.1 40.3 59.7 
Philippine Institute of Development Studies, 1987 25.9 74.1 34.0 66.0 

25.9 
Midwives 
National Manpower Survey, 1973 76.3 25.6 74.4 
Philippine Institute of Development Studies, 1987 23.7 74.1 22.4 77.6 

25.9 
Dentists 
National Manpower Survey, 1973 76.3 35.9 64.1 
Philippine Dental Association, 1988 23.7 74.0 65.4 34.6 

SO RCE REvES AND PtCAZO ,1989, 

Number of Hospitals in the Philippines; 2 Expansion inPublic and Private Hospital Bed Capacity 
Three Observations from the Past Two Decades Since 1972 

Hospital Development Hospital Beds, 1972-1990 
Number of Hospitals, 1972-1990

Government flm 81972 Gvrmn 
GoverGovernment 

1983 
1990
 

Private 
Private 

....... ~~~~~ L.. ... . ~1 30 - 5
 . .... 20... 40 

0 200 400 600 800 1000 1200 1400 Thousands 

in the distribution of beds betwee10 sector has begun to contract. private hospital beds has better tart0e 

two sectors over these two decades. Table 9 shows for the 74 provinces geted hospital resources geographical-
As Figure 7 shows, the public sector (including Metro Manila) how the ly, as a previous study indicated that 
has not only caught tip but has over- public and private sectors fared from private hospitals in 1983 were at least 
taken the private sector, as the number 1983 to 1990. Twenty nine percent of as evenly distributed around the 
of government beds has expanded the provinces experienced growth in countrv as % ere public hospitals (Grif
while the number of private beds has the number of private beds; 56 percent fin and Paqueo 1987). 
contracted. Thus the public sector has experienced growth in the number of The current state of our data base do 
targeted its funds in a manner that is public beds. In 36 percent of tile not allow us to rigorously analyze the 
the reverse of what would be expected provinces, tile determinants of this situation. Fromnumber of private beds 
on public finance grounds -- rather fell as the number of public beds rose. experience of other countries andtile 
than moving scarce public money out The opposite occurred in only 9 per- insights from other studies in this 
of hospitals, the public hospital sector cent of the provinces. It is unlikely that project, we can provide some useful 
has grown while the private hospital the increase in public and decrease in leads towards an explanation of 
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private sector development. 
Low incomes and the disorganized 

nature of employment are seen as bar-
riers to private health care sector 
development, particularly risk sharing 
or insu rance schemes. Economic 
growth in the 1980s averaged at about 
two percent, way below the 4-6'; 
growth registered in earlier ,'ears. 
Population growth has slowed down 
the growth of the economy. Formal sec-

unequal tax treatment between schools 
and hospitals, contributed to increased 
manpower supply. 

Budgetary constraints and the 
devolution are likely to cut the public 
sector's investments in hospital 
facilities. A favorable financing en-
vironment can be expected to enhance 
private sector investments in health 
care. 

tor employment is largely based in tile 
highly disorganized service sector. S 
much larger proportion of the popula-were 
tion are in agriculture. Enployn nt in 
manufacturing has remained stagnant 
at around 20' for the last three 
decades. This limits the potential for 
risk sharing to a small, formally 
employed sector. Schemes that can 
cover the less formal sectors are not 
only costlier t.o administer but also 
cover higher risks, 

Private medical services, especially 
physician practice, often locate in den-
sely populated areas where costs of in-
puts are lower. I lealth manpower lo-
cate in areas where other medical ser-
vices, like hospitals and laboratories, 
are easily accessible. Ile dispersal of 
private medical facilities across the 
country has historical precedents. By 
the 1950s, a substantial public and 
private hospital infrastructure was al-
ready in place. But the growth in 
public infrastructure has been slow, 
contributing to the clustering of 
facilities in certain areas, and limiting 
the expansion ot services outside. Ear-
lier
public sector efforts to reduce tie 
concentration of facilities and man-
power by locating more health centers 
outside and staffing them with mid-
wives contributed to the dispersal of 
medical services. The vast network of 
medical schools, largely as a result of 

Comparison of Changes by 
Province inPublic and 
Private Beds, 1974.1990 
(Percent of 74 Provinces) 

Increase Decrease 
in in 

Private Private 
Beds Beds IIL 

Increase in 
Public Beds 

20 36 

Decrease in 
Public Beds 

9 14 

28 

Orgaizi on oft
the 

Inu 

The Department of Health issues all 
licenses for hospitals to operate, 
provides the technical and administra-
tive standards for their operation, and 
enforces regulations. Public hospitals, 
until the changes arising from 
decentralization,' have been operated 
by the Department of Ilealth. The 
public hospital system is organized in 
a tiered system, with the regional 
hospital network serving as tle apex 
of a structure built from the base 
provided by the primary levels. The 
hospital system is linked to an in-

tegrated public health network which 
is anchored by numerous village-level 
health stations coordinated at the 
regional levels. General policies 
emanate from the central Department 
of Ilealth office in Metro Manila. low-
ever, public hospital chiefs have 
flexibility in day-to-day operations. 
Planning and budgeting done at the 
hospital level feeds into central plan-
ning processes at the Department of 
Health and the National Economic 

Development Authority. Key appoint
ments in the organization are made at 
the central level. Capital investments 
and service expansion are cleared at 
the central level. Salaries, training, sup
plies and equipment, are provided by 
the central office. Decisions to open or 
expand public hospitals are made at 
the national legislative level. Eighty
six (86) new hospitals, mostly 10-bed 
size, were mandated for 19)90, and only 
70 percent of these were recommended 
by the Department of Ilealth. The rest 

upon the recommendation of 
politicians. 

The private hospital system is large
ly operated as single proprietorship, 
family-owned, no0-profit enterprises; 
while a few are ran as stockholder
type corporations or corporate founda
tions. Most hospitals begin as part of a 
private practice of a physician-owner. 
This operation expands with a few 
beds from an outpatient clinic, usually 
situated in a residence, until a hospital 
license is sought. Primary hospital 
standards for licensing are easily met 
by husband and wife teams, with both 
providing full-time .servicesas medical 
staff, nurse and/or pharmacist. 
Decisions are reached simply in family
run businesses, with authority solely 
vested with the physician-owners.
Family income and assets often mesh 

with hospital business operations that 
separating the two is difficult. Secon
dary hospitals develop from successful 
primary operations as they staff, add 
beds and expand departments. Private 
tertiary hospitals, managed by outside 
professional managers, have more 
complex decision structures, with con
sultations across departments. There is 
clearer delineation and independence 
between the administrative/ manage
ment services and medical services. 

j Hypotheses About Organization and Structure of Hospitals 

Hospital Medical Financial 
Type Organization Organization 

Primary Poor Poor 
Secondary Reasonable Varies 
Tertiary Excellent Good 

Economic 
Scale 

Too small 
Better/varies 
Good/some too large 
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Most private hospitals are operated primarv hospitals because of its of 
for profit. The few non-profit hospitals size, nor adequatte financial resources 
are operated by parishs-/chrches, to menet the demadss lti\pidi d opratiosin thel 
uniol s,coopera ti V'Cs,phVsicia n ,service. p r iate /t . make 
groups, fonLid ait'us Withi corpoira teor Second, inadLt ad istratie pri'atesector... ,na ke 
international tie-up's. [here are few s vstens linmit the pi ivate sector's for a more dispersed 

church-owld hospitals now; but ability to monitor tle quiiitV ot its sytstent.
 

religious orders can be tondImanag- operatiolls anid its viability, he ability * .Jualleillult'
 

ing a lumber of private tounadtiol- to sepaate tile plisiciau-wner s prac- adinstratite

based hospitala.-. Ihe ad Vntalg tc ILnO the lerot Ii'L c 101n 110 of taec 

1llrn-prOtit iospit a Iies, mailkIll the hispital nIiterprise re1 res i Id'UaUtV pri'atesector's ability 

tax shelter prov I.I . IIO]i-t,l accoutilg svs tCtlls. As tie Litl,uad of to monitor tiw qualityabIie 1
 

inIcOmTes and iand.Linhrtulteiv, hispitalial, lagelii'it a,..t of its operationsanl
l, i operating 

there is 110 s tinlIa t ta t pr selt i tile svs t e mi s h tkeLI ms i i a1isii'ity!.iM le L01l'tU ., le its 

nloiiiber t these pri ate h spit,lls Cilas- li\ 's intim prim,irVtotertiarv ieels, f "..there es by 
l11,1 111gennt £0/Cnsified by tvpetO Wn,rship theICIic ,ald tot citic ,1l l'ni a 11

TIabie it) proi ides si '-, totile alLd li m litrati\ C,,iuppi Ort s'rVIces be- the p ublic 
I 

secto r il 
Ihypttlhsis we hoped ti ti st rega rding comeS il'ri',ITsillly 1 portalit Tle small operationsas 

po.ublic/private diflern,.e, iinorganiza- prwat tL'rti itr toLL ntil Iii'blicther primary! 
tio aid 'i-LItructurc.A,,pairt if the oX r- ha id Oll' tt' il tilt' bisis t tile pres- ospitals... form part 
all projeCt, a prCtli linlarc, alilItatiVe H- tig' lCiit sIL i llstat ll ClOii- rbV its ph of a lar, 
tervii'w i struiiii t Was LIe ' ,lipCto slultiiits, but its'.IdI -IIIII ' *r "ita otiatiV Id fi: t sti nda...illkestigatC tile Ialld t,¢t iC ,,upilt.,r m1,1 1 lrn~lch 101l 
 IN "IAI .,r e Weak. COnll- flt( tertatryl ciseo* .t s'enl...flt'a! 

stru cttu ri, bv1 p t i'ri/liLt iii o f itd icii I r lld i i i ' il/ it 'Is .. 
hospitals. 'Fi, instrument w% hiiliiig ssti'ilis i-, tlt lisaluattaesofis applied still unici ioi l 
to administratoirs Or i,'l.,rs tile ' tkir, at til Wtia rloutpubhiL p11%i il ' eVeII ti 
11111-piOtit/cha ritabIl, liltL private l\ Iindlgts i eakel publicL I. 
hospitals. At iiast lill IIOspitI v'ithii -Ihird, there is i) illnIxOetd *t'it pis..., LitVltag htio 

each iwFi'nrlhip i li,iticatiin was bv the pIhbli s-evttr Iii ll Opera- "...vithi, private* 
chosell a rnoIg 1rilnian,\', .,t"011,11rVa ,Ili tills,0 publit pri111,1Ary IlspitlS, 'spi- hospitals, ti tax 

tertiary I'\''ls. We nit i' t cillX' those Ileated undr-serc'tli shelt r ovided for,Oi ik aLiI ii 
tion against drawing broadL,geiieralia- areas, /-roittform pirt oiia larger irglliza- or 
tions froni this ,niill siiip,1 ' Xcllic ttiin Witi iid (V ,, o s90fil/I trliiling,rI'ciri-kc'piig, 
w as largelv draw n to pr iViLIl a ulilitil- st,uldard i1 1'II'5 ot CL11ii'iitnlt. 10t %- con ribut'so i'a le 

it tiii' S it Ist, - o.tiXreoverview i i.'r, Is tIlc ' intil'itriC t Coi operai 
Several lss t',u'll'rg'd fitrOI thlt,,si petitiit itll '' Isi' iit 1ladls."l - ilflit' 

interviews. I provX'vLisigits ii iltli iMTltls priX i' p lrilirY hospita lsc
the importanceI ifuliiitltlitinI difti'ri'c- tor thiit this vic is nollikely to be 
ces across t Ilnrs ip of Ilspi- 'r oa1d sI/' popti lr. IoriOVr, the Ir'aLst 
ta Is an1d ill iid rIhiita iig tii't rie if these prim lr hospiils to theliocal 
government aid third party pa.VuIr ill goccriitInt tIIlits brliks tiPltis ad
influencllng tilt' orgauilation it the sec- Van ta ge.. Central go 'rnli1cn1t call take 
tor. illItrgri mi'totrinlg mlid standard-

First, tile aLl VlitfgC with si1iill ,citing prcsCicc' il lcLl operathest' 
opera tion, ill the privaite sector is that tiills, auld pr baby prI'LIIC tlese to 
they iake for i ltire dispcrsed s\vs- tIle pri\'atc Sector is Well. support serv'ices staff ratios. Patient 
tel. II OWeeVtr, its Vabilit\v beCOiiii's Fourth, at th' sCCO arrV an1d tirtiary' loiidis heaviest in the public sector, 
tenu1ou Ill tie fLic' levels, tilieMdical aid itktionlic ad- With tilipublic tertiary sector showingOf StItOlg COIllpeti-
tiO in a fee-for-service, piv-as-\olL-git Vintagi's tf tile puiblic seCttr disippi'ar OccLpalicy rates 58 percent higher than 
financing en'ii ilil.t, lile study iquickly andt tile iisiia itig'cS Otfin- il thi' privitc si'ctor. -stinia tI's of cost 
team obser'ed nh1 primary liospitals adeiulati' public budgCts WCAVIIk per patient per da are aliliost thie 
coexisting Ili till, poor area, ftour public ilistitutiOls ill 'llIiClteirms ftor public tcrti atnd scondarysailii' av 
primary and 0 2ll'-ed lospitaIs rcia tiV t t el'ir prit't t ii tirparts. hOipitaIs. Cist s per pattient per da v for 

Tits is iiiist srtiOlls ill sillii a rvoperating iii a other ( ilaklIX' and tlel privat' tCrtiar iospitals is live timesv 
l . secondary ht, liii t pitit'l fitGarniboa, li riVat 'vI, ratia,it s higIIir t0h,1 publicI tit iiry hospitals; 

hospitals are just slightlVXI'llinicCd \'er- health il111,11po 'r ri' WhX'l illadL- but priy ite stCOitiay hspiti s eiljitv 
sions o prinlary i ilUate. The public tcrtitrv Iel, probb- sotIlI ,id',iltagt ii) ctost per patient pervhspitals 1andire 
weak. They retain tie single proprietor- l d e ti t'e pristig' itIiilistl l it iiii, iiav t iter gi iX'I' 1ll t sictu1di arv hospi
ship/tX'ner iia iig'iII'II t styII, al- hiaXi better rtio', if iiipatiCntS t) t Is. 
though tile hospital often grOw' Well iIdLourses. There could CAi itphVsiciais [Ihe OVIrial ,kiii'ss tie public 
beyond tile iftectiX'eIcss Of SuCh a also hI' stlili' resitur. nlisaIliOcaiOiis s'ctdary hospital sector will be glar
mlanagement approach,both nedically as tile public sCcoicary *hospital ill the ingly emphasized once decentraliza
and econoiically. They have neither sample show'ed more than adequate il- tion is cOMpI't,'LI. Local government 
the management flexibility offerel patient to administrative and other ulits are taking ter all of the secon
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dary and primary public hlospitals. Fifth, within private hospitals, the compromise qlality of educLation and 
Doubts are raised as to these Lnits' ta\ shelter proVided for non-profit or hospital service. Most schools sub
ability to raise funds for and improve no0n-government (N(,()s) hospitals sidize their hospital operations. 

malagement () these hospitals, in the contribute's to viable operations. F"or- Favorable inpatient to health man
short run. BLut deceCntralization profit private hospitals otten have to power ratios Were consistently shown 
presents opportunities for the central create a nursing or medical sch, ol n by these N(;(.) hospitals. Primary-level 
health department to improve train- order to qualify as an educational in- NGOIIl)spitals, with definie service 
ilng, stanldards-st ttig anrd mon itoring stittitit alrd thereftre en ,v ta\-free philosophies, are strong as tile.' are 
and make tlhe:,e central services and importatitns and l,inlLd ownership. guided by the /eal tA their visionary 
flnitionis resptt,ri V.I't. private Sector Tiis il v tdretL l's l init'd restOIlre'eS, f0Inriders. Tertiarv N GO Iht-spitals 
neeId s ,s wel.I bo th tfinancial aid huIman, and may often have Interna tional donor sup

port. NGO sectIdarY hospitals are just
ais weak as thIeir ther ettuterparts.

These abservtiOtils are summarized
Preliminary Findings about Public/Private Differences inOrganization and 

Structure of Hospitals by Ownership 	 in Table I I aitd shtIuld bte taken as 
hypothese's tlat deerve testinrg 
throuigh rigtotr IS quantitative data col-

Hospital Medical 	 Financial Economic lection and anahIsis frormi t liticli
 
Type Organization Organization 
 Scale larger sample. I lowever, the relative 

strength of tte pulic sectttr ill tperat-
Primary Public stronger Both weak Both too small ing smaller hospitals and the relative 

strengti tf the pri ate sector ili operat-
Secondary Differences Private stronger but Private still ing larger hospitals shtld be kept in 

narrow undercapitalized relatively small i mind below whten data are displayed 

on tie relative size of public and
Tertiary Very similar 	 Both improved, Good/public tends private hospitals, and the direction the 

persistent problems to be too large two sectors have taken. u 
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Environment of the Private Sector-

Supply Side
 

Legal and RegulatoryLeg l a d R gi laory 
F 

The government regulatory 

trainework for private sector participa-

tion in the health care sector is shaped 

by the fiollowing forms of legislation. 

A inoru estei discussion ot each is 

made illAppunldi, 1. 


l..\ucltV(ut (.')IlILr I I L)xes ts 
regulatory ftilctiiin'. In tie Iepart-
llrit o I leaIt h. It iandatL5 the I)011 
to reglate tlie operation ot and issue 
licenses and ptrniIt ti goivurniment 
alld private hioispita s, cliIics a1nd dis-
pu'nsaritus, laboiralorie's, hood banks, 
drlgstire', and sCi itiher estib-
lishimenis which by the Ilatlri of their 
inetiolls LIar' rutuirtLd t be rtigulated 
bV the I )eplrtiilit. 

2. The reqLI lire nlit, s ift tilt' I l0spital 

icensurtL'ALt &, well as Medicare ac-


crditatiiit set L 
, 

niwiipflor 
health aIrL' priVIVitrs. As a re ilu ire-
ment to lictwsiig, illhospitals aIr' re-
quired to LILillstmate compliance 
with tecliiical Standards il pe'rsonneI 

and stalling, LL LipllCilt aInd instrtl-
ients, and pihysiclI fitclitit-N. Ac-

creditation totIl Medicare programI is 
done sepratt Iv. IlL latter rLqlires 
further compliance with regards to 
menbership in ,inational hospital as-
soCiatilO l ,and 12 lillitlis prior oipera-
till. 
3.lrofussiOn, rL'gulltin <liS,Irap-

plied tioi ,allhalth persi Ii LIRipbic 
Act 2382 dtalk with tile stand
arduiation,ia r'l ltiniif niLtdical 
etducatil, ct't',lintion for registra-
tion of physicians, and tile super-
vision, control and rL'glal~tioil of thl 
practice of medicinte ill tile 'hilippines. 
Pharmacists, dentists, nurses, medical 
technologists, and allied professionals 

lasare also guidud by variouls reglatory 
4. The Generics Law ruqUirus all 


physicians to prescribe in genuric 

naimes and manu facturers to label 
drugs and niudicints accordinglV, 
5.Import restrictions atfect the entry 

of inputs ot th lehealth care industry 
into the ountrv. [lportatiolis of niudi-
Cal uquipmunt and supplies and phir-
macentutiCals areu bjuct to d set Of 
tarittiland LilitiL's. Ihe law grnlts ti\ 
LA01'\Intnll' iti oei LdtUegOriu' it 
health ,care iistititiOns, ,sp-cialy 
donated eiuLIpnilit it private primary 
and secondar% hiipit, Is. 

0 The ni11hlihlllS IiLvestnlits Code 
if l87 liiIts tie Litrv if foreign in-
Vi'Stlli ts to 40 pertli t offtlie stock of 
a coll p,1iV elgagLed illallildusthr ial ac-
tivitv Iiiot listLd in area', ciiv, rtl v tie 
Ivestient I'riiriti(e-, Plan Arias 
listed in tlie pla allrefor givt'el ite 

proilllti ill 1dIl I IRr trdi in IIS 
may be WaiVd. Prllduction itllherbal 
nutlicilies, p<unlti I tl/irlpy systesI 

a d other phIlilll llt IL ,i Iir favoldit t' 

1v the I rioritits Plan 

7.The Oical (ii\LrnnIlt COLIL of 
t99, While directly atfecting tilt, or-

ganiza.tiii of public services,isex-
peLc d I lIterti irgani lidtill Of 
regLlatoiry bodile's if tile OtI . It also 
presets an i pportIIity for iest'ei 
regulations to be reviewed. 

Government-Private 

Interactions 


This coimpolLent of the study gathered 
information on all of the possible 
government interventions listed oilthe 
supply side ill Table 2, and the find-
ings a're brieflv reviewed here. At the 
outset, it should be stated that all repre-

HVCntat lvsl(ulndtlstrv intrviewed 
owners -- cited plends On tl SUpp
1l,side as ti inst important issues 
facing them'ui.
Ihwever, the bottlenucks 
created IwvgovurlnnI'lt on the input 
sidu of the market suel to be of vary
ing unportaIncu. 

Personnel and Facility Licensing 

MOst traiing is acconplished in the 
privile sectoir; there is d reiady supply 
ut iceil-trailLed phy sicianls, nu1LIrses, and 
other pro ,ss ii Il-,onul; licensing[iinal 
i f personnlI is dccOlhplisheld at the 

',tbgin ning oi tlir p '.tess, i I]careers. 
I it ing Lit ni ll tci litiVjs is asOclls lI 
liot aI Malior i l &,,IseLlrtlirl llt.s ire 
not Ve lv difliCLuIllt Meet. I lwever, 
btaltlS it Ioitli )tepa rt ltniel oif 
I IealtI (I( II) ali1d the M\eIdicare sys
lt acuredit h ,pitas, thetre are sOletlll 
LI ipl,lints aiout t l IiCk oif coordina
lion betWTeeln tile svyStuins ind tilL' re

uIIrLd pJYl l iOilullitipl I Minimt fees. 
nmln staffi1 g rL'gtl I tiOlS ari part ot 

tlt' I)()lI liceLs ilhg requi ri'Ients, and 
thile lick Oifdivisibility Otstaff rL'LIuire
uL1hts (sucl as tilt' r'LIIireL'mlICt for a 
full-time phlrlmiacist rathlLer tli,in per
jlitting a ci1istlt ing part-tile pilar-
IaCist) limits the abilitv oifhospital 
operatiir, to Make Ciist-Illinilizing 
econonic de.Lcisions. Inparticuilar, 
these r'LIuirL'll'llts arte claiiLed to raise 
tile unit costs of smIall hospitals rela
tive to larger ones. 

Domestic and International Taxation of
 
Inputs
 

Imports of the litalth care sector may 
be classified into two broad categories: 
• Medical eLtlipmenit and supplies; 
* I harmaceuticals. 

MIost itelis inthe first category are 
classiliable under Tariff I leading 90.18 
of the Tariff & Customs Code of the 
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Philippines with a rate of duty of 10 among those given priority in the plastics - 30 percent, aluminum foil 
percent ad valorem. A 10 percent rationing of foreign exchange during 30 percent, etc. 
value added tax is also levied, based the crisis years. "Fable 14 shows the 
on the landed cost. value of pharmaceutical imports for Although over 90 percent of drugs 

Table 12 shows the value of imports the years 1980-88. sold in the country are locally manufac
under this calegory for the years 1980- tured, almost all active substances and 
88. The trend shows a sharp decline in Imports of the industry are subject to , auxiliaries are imported. Refined 
the vears 1)84 and 1985. This period the following l0.vies: sugar, glycerine, alcohol and starch are 
was characterized by ,, critical I. 10 percent duty on raw materials, thej, only raw materials obtainable local
shortage ot foreign exchange, thereby I lowever, some raw materials are sub- ly. In addition to all these, the 
bringing about its rationing. Negative ject to as high as 50 percent duty (e.g. government imposed early in 1991 a 9 
real GNP grovth was also experienced colors, flavors). percent levy on all importations. Seve
during these years (see Table 13). 2. 20 percent duty on firished goods. ral items were subsequently exempted 

Imports of pharmaceuticals, on the 3. 10 percent value added tax. from the levy but imports of the health 
other hand, were also significantly af- 4. import duties on packaging sector were not among those included. 
fected although medicines were materials, e.g., bottle caps - 40 percent, The law grants import tax exemp-

STop Imports of Medical Equipment and Supplies, by Commodity, 1984-1988, InThousands of U.S. Dollars (CIF) 

Commodity 1984 1985 1986 1987 1988 

Other surgical, medical, veterinary instruments 6,656.9 4,167.6 5,070.4 8,560.7 10,273.2 
X-ray apparatus 1,025.2 1,225.9 460.5 2,273.5 3,178.8 
Gauzeand bandage, unmedicated 843.5 374.3 739.3 1,376.7 1,134.5 
Lab, Medical, Surgical, dental, hygienic glassware 624.3 533.7 785.9 1,026.2 1.155.4 
Wadding gauze, bandages medicated 426.0 515.0 810.6 909.3 913.2 
Sterile surgical catgut 788.6 464.7 443.3 920.6 944.5 
Optical examination and diagnostic equipment 19.5 12.6 46.5 6.2 1.8 
Other hygienic medical and surgical articles, n.e.s. 250.2 253.7 466.9 512.3 503.1 
Electromed icalI apparatus 389.3 225.8 165.0 313.0 2.504.2 
Breathing appliances 259.2 270.8 235.5 253.1 64.5 
Medical, dental, surgical, veterinary furniture 6.9 67.6 36.2 500.1 98.0 
Clinical thermometers 125.4 205.3 133.6 252.8 198.5 
Ampoules 140.8 122.8 184.1 276.5 271.0 
Parts of surgical, medical instruments and appliances, not electric 209.8 41.9 46.5 133.5 191.8 
Bottle nipples or unhardened rubber 28.8 67.3 86.0 250.6 242.2 

Composite 11,794.4 8,549.0 9.710.9 17,565.1 21,674.7 
Growth Rate -50% -28% 14% 81% 23% 

S Gross National Product, i Imports of Pharma
1980-1988, in Million ceuticals, 1980-1988 (in
Pesos at Constant Prices U.S. Dollars, FOB) 

Year GNP Growth Year Import Growth 
Rate Value Rate 

1980 92,532 1980 64,850,226 
1981 95,722 3% 1981 66,997,912 3% 
1982 97,539 2% 1982 76,745,991 15% 
1983 98,620 1% 1983 70,337,643 -8% 
1984 91,644 -7% 1984 58,911,791 -16% 
1985 87,867 -4% 1985 49,116,034 -17% 
1986 89,611 2% 1986 67,285,036 37% 
1987 94,680 6% 1987 98,826,609 47% 
1988 101,186 7% 1988 107,506,536 9% 

SOURCE PRILPPINE EA1THCARE IACTROORX SOURCE PHLIPPINE HEALTHCARE EACTBOOK 
191990 , SOURCEOF BASIC DATA OREIGINTRADE 

STATISTICSOF THE PHIl0PPlfES 
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tions to some categories of health care performing a social service that percent of the voting equity would be
 
institutions. Under the rules and benefits tile Filipino.
country beyond the in-
regulations of the National Economic come and profits of the proprietors 
and Development Authority (NEi)A), and thus should be given special tax- The health products and services listed 
donated essential machinery and free privileges. Education institutions in the 1991 li'are the following: 
equipment of private primary and are accorded this privilege; they are 1. Parenteral therapy systems and 
secondary hospitals may be imported treated as non-profit institutions and components thereof (non-pioneer) 
free of duty. They are, however, still thus enjoy tax- and duty-free 2. Herbal medicines (pioneer/non
subject to the 10 percent value added privileges. lhe major impact of this pioneer) 
tax and the percent levy just men- provision on tie hospital sector in the 3. Other Pharmaceuticals (pioneer/ 
tioned. Philippines is that it gives for-profit non-pioneer) 

Although only donated items are ex- private hospitals an incentive to open 
empted under this provision, inter- an affiliated medical, nursing, or mid- Domestic Credit Supply. Four institu
views with customs b:-okers reveal that wiferv school. Then, as part of a tions were interviewed in an effort to 
in practice, all imports of primary and professional school, the hospital be- establish the credit environment which 
secondary hospitals, whether they are comes a teaching hospital and enjoys hospitals face: Government Service Il
donated or not, ar,' granted duty free non-profit status as al educational in- surance System (GSIS), )evelopment 
privileges. stitution. Bank of the Philippines (DBp), Social 

Unfortunately this duty free Security System (SSS) and a commer
privilege may not be known by all Access to Foreign and Domestic Financial cial bank. Of the four only SSS has a 
those envisioned to be benefitted. The Capital loan window granting concessional 
owner of a provincial hospital in loans to hospita!s. Although GSIS 
Cavite (one of those intervieved) had Foreign Capital. Book IIof tileOmnibus helped finance the construction of 
no inkling at all of this privilege. I le Investments Code of 1987 (Executive some government specialty hospitals 
was so elated at learning about it that Order 226) limits the entry of foreign illthe seventies, it has not seen it fit to 
he immediately made plans to import investments to 40 percent of tilestock set aside funds for private hospital 
badly needed x-ray esuipn1ent, of a company engaged in an industrial financing since it neither has the man-
Department of Finance Order no. 137- activity not being promoted by the date nor the capability to function as a 
87, on the other hand, grants duty tree govemment. I lowever, the Board of credit institution. 
entry to imports oif educational institu- Investments (BOI)upon application, Although the )131' does not have a 
tions, including imports of tertiary may waive this requiremlent under the concessional loan w,indow devoted to 
teaching hospitals. follrowing conditions.: hospitals at present, it has always been 
Illsummary, private hospital tilefirm's activities are not inconsis- in the forefront of hospital financing. 

owners complain bitterly about duties tcnt with the Investment Priorities It would therefore be instructive to 
charged On medic, Il Plan;equiplent and look at DBP's experience in this area in 
drugs and believe they shoul be ex- * it will contribute to tilesound and order to better appreciate tilepresent 
empted from these taxes. Ev.len balanced development of tile state of credit supply to hospitals. 
donated equiplent, they argue, is sub- econonly on a self-sustaining basis; Fileperiod 196 to 191)saw I)BP 
ject to duties. These duties are thought the business does not conflict with embark on a substantial lending pro
to put the private sector at a disad- the Philippine Constitution and gram for hospitals. Guarantee and 
vantage relativc to tilepublic sector, v'arious lavs of other countries; direct loans were granted on a selec
which is exempt from duties vt C1om- the business activity is not one tive basis for the establishment of new 
petes with private hospitals. -Fhe law which is already adfequately ex- and improvement of existing hospitals 
actually exempts donated ssIntial ploited by Filipinos; and medical clinics. Financing was 
machinery and equipment of private * the business does not promote moo- selective in the sense that loan accom
primary and secoindary hospitals, al- noolies or combinations in modations were granted only to men
though they are still subject to a 10 per- restraint of trade. bers of tilemedical profession or to cor
cent value added tax and a temporary porations organized predominantly by 
9 percent across-the-board lev on all Enterprises in preferred "pioneer" medical practitioners. I lowever, in 
imports. Interviewers found for this areas listed under the Investments )ecember 19t)9, the tunding of hospi
study that in p .ctice, custols agents Priorities Plan (II'1') mav be ow;ned lilt) tals and other special projects was cur
do not charge duties On purchased or percent by foreign nationals, subject tailed indefiniItely in line \vith a 
donated Culipnlent ,or primary and likewise to Constitutional and statutory presidential directive suspending tile 
secondary hospitals. Apparentl,', how- limitations. Such foreign-owned grant of substantial comnmercial loans. 
ever, this informal exception is virtual- enterprises may avail of incentives The loan window was subsequently 
ly uinkno wn to the industry. None of under BiOk I of the Clode, an110ng reopened in response to tilePhilippine 
these exemptions affect tertiary hospi- which Medical Care Act of IL) (Republicare a six year ilCOnle tax (1 
tals, which are clearly at a cost disad- holiday, tax and dity exem1ptiOn of in- Act Of Ill) which provides, anong 
vantage relative to thi Smaller hospi- ported capital equipment and tax others, that "hospitals be given 
tals in terms Of border taxes. deduction for labor expense. They are, priority by government financing in-

A major complaint of hospital however, required to subsequently ac- stitutions, especially illthe rural areas 
owners is that private health facilities cept Filipino investment so that within where there are no existing govern
are taxed as if they' were regular busi- thirty years or within such longer ment or private hospitals, at a maxi
n. ses. Owners argue that they are periods as the BOI may determine, 60 mum rate of six percent (6 percent) per 
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annum on a long tern basis".' 
I lowever, its cost of funds did not 

allow the bank to charge interest at the 
niandated rate. The loans offered 
therefore carried an interest rate of 12 
percent which was Still lower than the 
coinnercial hank riate. I'nririt was 
given to loan applications for it' ustab-
Iishlmen t tit tild Station hospital Is t 
the rural aret s witre tiire were nO e\-
istiing government 0'r privite hospitals 
as deternined b' ite l'lhilippin' Oetli-
cal Care Con uiss itt. 

Il October Ii)78- this was supple-
men teid bv a spicial Itinancing p rtigrain 
for hospitalIs whikc1 wis St tip ,pt'Cili-
callh' to prVidc tinanlliting for the estab-
lislnleti tit lOispit,lls With bed 
txpacitieS Of Ii)0)btts aitd briew ill 
are,is which had buiti ilentiti'd as bud 
deticient. 

lIhtloans ladklmatnii tt'rnilta 
tw'nty Years, itlIti',ti t a -vtar 
g iraitperiod Oi prtncLpt rp,11 iit't ttat 
t'e rates it 12 piLeL'lt antd l-I pkerct'ttl t 
per anntin ( 12 pIrci' tI interest was 
tharged oiltt' plorliltn oi the 101niither 

stiturt'tL by rti 'tt t ll at',Ia l hIt 
11 perceni t was liar,gVd i ilit' portion 

percent per annun. 
Ilowever, the bank experienced a 50 

perTent failure rate amiong thoSe who 
availed of this credit line. A study 
cimnmnissioned by 1)1B1'in I1982 to as-
SeSs he factors underlying these 
failUres enninerated three main aulist's: 
* 	 Under-otilization itt services. The 

eigLht hospitals studiei tailed to 
gentrate tiilization rteqtliret)d t Witld 
operations and retire debt. 

* 	 Failure to bIiildtetfecti V,organia-
ins. te tdistressed hspitals 

sut)ied tailed to build Organizatiins 
that cOitld genierate, pa,010t.s (e.g., 
tetical statl nltelltituns'.ht toiLld 

bring itt patients) or the reilisite 
sUpp r stalt who cotld pritiUs-
sititally Operate the facilities therebv 
eihancg servict'. 
Relative tiverhiirrming. All the 
ight lospitls studit'tl had ot-

standing debts ranttging r ttii it 

Million t -ts tt rt' tl 1t12 i iil-
lion pesos. All xxt ie idjuIdgd to 
haVV Overbtrr0x'ed ''r'lative to 


their cttrrentor short term 

potentials, relative to what (was)i 

necessar',, to stervitct patients and 


I Il 
I is pitdIls it ated in ,rtr,+sither than the financial mis of t their equity and 

tlos' listedl as b'l tleficitnt wer also debt". 
eligible to apply ftir financin t nyt 

secu red hv'cillat tertr than land). remtain conipetitive, and relativxe to 

1t 
for it' renovation or utLinSiit)Off'n The window was closed in 1985 iitteto 
their existing faciliti's or the purchlase t severe futnd shortage. The School 
Of additional machtiniTrv and ellip- and I Iospital Development l'rojects 
itt'ilit. Thest' 10a,1, hlid a repavmitlt I)epartment of the DBP, which vas 

periodtit 13 v'ars inclusive tif a 3-vear primairily tasked to manage the school 
grace petiod ait in ittrest rate tif 19 and hospital loan windows was itself 

SCurrent Status of Development Bank of the Philippines Hospital Accounts, May 1991. 

Organization 


Afable Midical Center 

Alidio Nestor (restructured acct.) 

Perpetual Succcr 

Cruz,Robe F. 

Miraculous Medal Ilospital 

Panaia Inc. (Lagunia Polymedic) 

Maritne Doctors Iospital 

(apitol Medical Center (restructured) 

Angeles University FOinlatiin 

Universitv tf Sit. Titnas 

Manila Medical Services 

Computed Techniograplv Cvriter 


Type 

Corp. 
Sole Prop. 
Corp. 
Sole Prop. 
Corp. 
Corp. 
Corp. 
Corp. 
Corp. 
Corp. 
Corp. 
Corp. 

Purpose 


Mach.& Equip. 
Const. of Bldg., Mach.&Equip. 
Const. of Bldg., Mach.&Equip. 
Mach. & Equip. 
SCR Acct. 
SCR Acct. 
Const. of Bldg. 
Ctnst. of Bldg. 
Mach.& Equip. 
Mach.& Equip. 
Bldg. / Mach. & 
Math. & Equip. 

subsequently abolished wVien the bank 
t
was reorganized in 1,86.At present, 

hospitals hate to compete for DBP 
financing jnst like anV other industrial 
en terpris,' uneiter tt'ris which cannot 
be considered tittcssional. Table 
I ,lows the ctrrent stiatus t it l's 
hospital accounts. 

T 	 The same tling is true with commer
cialbanks. Inquiries with tle 
CeitraIlBank indicatOt that tIere is 
1o retltlirenlent for commercial 
ainks to opn spicial 10an wiiindows 
for hospitals. An intervitw With a 
coinnliercial bank Officer confirmed 
this. Lioan applicatiouins fron hospi
tals undergo tle,sait Uvaluat,.n 
process as ,Iit tit t l n n ercial 
loan applicatitln. 

This tlecetOre ltavs SS as the ol v in
stitutit which oiffers a financing pro
gram tor hospitals. Under tihe 
guidelin stit this pirograil, loans shall 
lie availaibIe to eligible borrowers for 
aitI'O itt fttx Wing purptistes: 
* 	 Cionstrttiin oiit W hospital build

ngs
 

* 	 C0tntplttin or iitprovtntt tl e
isting bittdings 
Acquisitii or repair/tipgrading of 
hospital eu]tiplelit and machinery. 

I owever, in practice, loas are 
granted Only for ihe purpose of ex
pandig or improving existing 
facilities and for tle procurement or 
repair of machinery. 'Tileloan evalua
tion officers interviewed consider lend-

Rate Status 

26% new under RAMM 
14%/16% old acct. 
14%/16% old acct. 

16% old acct.
 
21% old acct.
 
21 % old acct.
 
26% new under RAMM
 

10/9% old acct. 
29% new under RAMM 
17% new under RAMM* 

25% new under RAMM 

Note :SCR AccoUint : Foreclosed asset subsequently acquired by another private entity. 
RAMM : Risk Asset \lanagenent 
Two interest rates : Rate application depnds ti purpose; rate is usually lower for building construction than 
machninery & equipmeint acquisition. 
'Rate fixed for two years, repricing 8/91. 
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ing mnuu.v to netvIv estabiishled health Althtigh tiltrevo iii, tund allo- l his brit t r'V\ 10\t i,pital ti ziaricinig 
ca re institutins as too ri sky. tated for this program is [eggt'd at 310t sOUr rS, a 101ng Staidingt recog-ICv0aS 

The loal wildOW isopen to all lillion peO,,IIltIC in d icatIs that nition w govTi'nmn t - p ,ticulariv the 
categories Ot t1ispitaii- 1,\ i a C til Lnd xCr it int tin g iIiStitutioiis11o 1 is repIniusI'd \h,,cvIC gOtL n1iiim i -- Of 
denionstrateIi viabilitV ard Who ariC rgi.teurs a dCiticit. Iht' cliiig inpIiposCd tile iiced to pi'0\ide1 t0ClOp n t 
not delinitint with iS''pt't t to their on tilt, finhancing iorprivate lhospitals inorderproIrn appe'0r's list to Sigiial 
555 , NIcdirr' alnd IV(' iti'ihiitions. tilt' d hor iOt iilil the, 55 ii t'illailcl' the gnixtli Of tiiC leaitli 
The am11ont ot the loain is liinitcd to - i hard ti ullc tirtlild'. ir rVpliiiIIh- cirt indii'trv and to intl(gtcic the dis
pCrcent 0t tilt' ct Costot nent. tlilt' pCr.ail of Ser\ icL'. provinces.tutul prIc i0 Ill](' 17 tiirrnt to tilt' 
percintit Of tc appri'ted valuit t tilt totliS of lciuOmits iiniir tht' hospital I iox'vcrC, iII' itlep rcct'-sihII th1al was 

< 
egr iid-cigihtics iltpruipertv ottird iSacillottral, tiniult-ing pr i nil t\pT'it LI ill tit 

xhilie'ver is IOv r." In , i'i only lcdLIitoli the plIIviint ( uiiiipCIIa- OtVIre tlIrid ScuCitics till 
,


WiLtre tilt'h0 is t p1r01tlt'h it liou (lnvinissil it ( Iupend i tlt' part it lila ciig intittlitiilns b tor tiS t 

ntaclhij ,ICrv tilt' ioM \Vilidtxx it)t11an1e tit' ptr- li to xvhu1lt.ah' hti.ieiics talnures.rild t'cllpii'iuCtl, ain10111t 
shall t lie 0C thill ii) Itctiltt' Of klsc t inenticIlint l u ipnln M,\I1 - I1'00\ iid tcitd intld ilrly 
tilc xailtle oft lilt' hItcthlilt'iv ,intl iip- well I, tilirpair ntl e lmi 'liiorl I1, ulg hiuisjpitals wt'nt illider, theret'l a'.xxa ' 1 

. i ' 1itluau Lxx''llii t)l lcii ltie.- ill'. t litlle it i t g iit'ntill \t's x , xx 1i4 r ti 'down. 
tilt' 111,41,1111i ttlnt(It IMl)illilonl I\x',s 10,11 i dOWS0111tilt' IilIIdAll 10,111 uIILILtr tJlTV t.tSot< 0e ll tl-\'. 

1lll,'. 't'ol vt'rv aftt'r II)iSan itcrc'.t It' t I t'r'x'il (tilt, rat' ar.idt' orhtl"i'. pt i lgrl all tlid lii' 'SIt'iitiL ilt 
xx*,I'Il'Tt'a i'CLI 'r'c'it ll 'April Vrctltoi r'Id t [',t it l Iit i Ilit sd tSI in1 1 tiiii llttilt'seiro10 I t at,11illtitr d, t' rt' 
ItilI ),with tilt' "L" rt,.t'r iyng tic right petrcrlt 'ilh a pavLack pe'rLid it IS tiuiliIlg pr 0ranul, ,IViigoilly tile 
to,rcvit'xx riti' Iiluiiitil-. [.itt\-in l itoli 'l viit'd S-S xil tirtct"ii nl luall 'owtilt' it tilt' end t thi,' t'i ll. a ,,I< 'indi 
tenti t'tlar. 'ht' pr it'itd ca,'hIt h ' O iiltilltiIld l'lligplit"sthan 20 de'xott'I to lOtupiti titV'e'ipmntl Bit 

lilt,prililt dttitrinlit", tilt'tnorI it tI' miiillion pcsuOS. Ihcloan xx'indiilIow itit e'Ve'rvOtlV knows botut this pro
loainuit tis ',1ill Iiot hit iir thll It)Si( li' manag.- lit'wIn-Closetill II itir gfllll. prinvary aind sc'oildary 

t'x'tVlr' iil ll I gilit e pet'i itei idwerit o existing accotnts was takein IOspitaIs iiItervicxved It ica ted that 
<


Otttt Vr-u'nl ox priciupal ti'0n1 tii t ovcr bx' tile S5S. they wvere iltit previously axware of tile 
firstrt hItetil tilt, $SS loan window. Ctnsidering tliatlau. 

~ Slatus of SSS Hospital Financing, May 24, 1991 

Initial Revolving Fund 300,u00,000 

Less Approved Lais :
 
Angeles Univ. FItndatitil Medical Center Angeles City, Pampanga 25,000,000
 
AUF Mcdical Center (additiotlal) Angeles City, Pampanga 10,000,000
 
Makati Medical (enter Makati, Metro Manila 30,000,000
 
Makati Medical ('enter (additional) Makati, Metro Manila 20,000,000
 
De LIaSalt' Uuiversitv Medical Ccnter Dasmarinas, Cavite 15,000,000
 
Riverside Med icaI Ce'iiter Bacolod City 13,000,000
 
Medical City ( ,eneiral I lospital Mandaluvong, Metro Manila 40,000,000
 
Capito Mledical Center Quezon City 28,000,000
 
Manila Doctors I lospital Manila 50,000,000
 
Perpetual I lelp Medical Center Las Pinas, Metro Manila 20,000,000
 
Davao Doctors I lospital Davao City 21,378,000 272,378,000
 

Balance 27,622,000 

Less Pending Loan Applications 
F.M. Cruz Orthtipedic & General llospital Valenzuela, Metro Manila 5,000,000
 
St. Luke's Medical Center Quezon City 20,000,000
 
Dr. Jesus C. Delgado Memorial Ilospital Quezon City 5,000,000
 
Medical Center Manila Ermlita, Manila 50,000,000
 
I-lNly Child Medical Cit' Midsayap, Cotabato 2,500,000
 
Cotabatoi Mcd. Spc'cialiSt & Emergency Ctr. Cotabato City 7,700,000
 
The Doctor's Clinic & I Iospital Koronadal, South Cotabato 5,000,000 95,200,000
 

Deficit under Initial -67,578,000'Revolviig FuLnd 

Additional alltlcatitn under SSS Res. No. 107 200,000,0001
 
Unallocated Fund 132,422,000,
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j Status of Accounts under the SSS Hospital Financing Program, April 30,1991 

Amount in Bed Gross Revenues Profit 
Million Pesos Capacity in Million Pesos in Million Pesos 

Year / Borrower Approved Released Before After Before After Before After Project to be financed 
Loan Loan Loan Loan Loan Loan 

1987 / Angeles 25.000 25.000 0 125 43.500 48.400 7.400 8.200 Building
University construction 
Foundation and equipment
Medical Center acquisition.* 

1988 / 30.000 30.000 500 586 273.800 306.300 6.400 7.200 Building
Makati construction 
Medical and equipment
Center acquisition.*
 

1989 / Angeles 10.000 10000 
 Additional 
University loan was due to 
Foundation project cost 
Medical Center overrun. 

1989 / 20.000 18.000 586 613 306.300 329.700 7.200 16.300 Building expansion

Makati 
 and acquisition of 
M -dical polydiagnostic cardio-
Center vascular equipment. 

1989/ 15.000 15.000 140 240 24.600 32.600 2.900 4.100 Hospital annex
 
De La Salle 
 construction and 
University equipment
Medical Center acquisition.* 

1990/ 13.000 7.900 200 247 43.428 Expan- 0.542 Expan- Building
Riverside sion sion construction 
Medical and equipment
Center acquisition.* 

1990/ 40.000 21.450 257 350 87.678 Expan- 3.656 Expan- Building
Medical City sion sion construction 
General and equipment
Hospital acquisition.* 

1990/ 28.000 16.114 178 227 68.736 Expan- 2.685 Expan- Building
Capitol sion sion renovation 
Medical and equipment
Center acquisition.* 

1990/ 50.000 40.500 200 400 93.146 Expan- 1.753 Expan- Hospital annex 
Manila sion sion construction and 
Doctors equipment
Hospital acquisition.* 

1990 / 20.000 13.950 1 190 17.154 Expan- 0.772 Expan- Building
Perpetual Help sior. sion construction 
Medical and equipment
Center acquisition.* 

1990 / 21.378 -- 150 200 53.900 Expan- 2.300 Expan- Hospital
Davao sion sion expansion
Doctors and acquisition
-Hospital of CT scanner. 

'Equipment acquired subject to verification. 
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the secondary hospital is in Metro for operating capital in addition to 
Manila while the primary hospital is paying a fixed rental fee. Tile contract 
only fifty kilometers south of tilecity, tni' cedt is good for 10 years, renewable for 
it would therefore not be surprising to • another I0years, at which time MG is 
find many of those situated farther priv'atehospitals... is supposed to bring in another 15 mil
away to be just as uninformed, characterized ynfund lion pesos. 

Thus the credit environment laced scarcity ant relatively owever, MG subsequently found 
by private hospitals appears to he one high interest rates.. inecessary to put up an additional 45 
which is characterized by fund scarcity hospitals aremosth million pesos for t e renovation and 
and relatively high interest rates as 
hospitals are mosti it to compete
with other industries in tile commer-

left to compete,wvith
other industries illthecommercial loan 

expansion of doctors' of tices. All of
these were recorded as advances byMG whose owners had other lines of 

cial loan market. The scarcity becomes market. Te scarcit business which generated surplus 
more acute i.the provinces where becomes more acute i funds and allowed access to financing 

moreacut inthe 
financing facilities are meager and 

provinces where 
teicproinices 'here sources. The share of MG in the ex

where informat itn oninfinancingfacilities are pected profits was not revealed. 
programs by government financial in- meagerand where To further reduce costs, MG applied 
stitutions is slow to trickle lown. information on

financing programs by 
for a change in category from tertiary 
to secondary, citing the inadequacy of 

The Demand for Credit. An effort to s- governuient financial their facilities in certain areas. Tile 
tablish a picture ot hospital lemand istitutionsis slow to recent approval of their application 
for credit was made ilthe course of trickle down." now allows theni clutV-free import of 
tileinterviews with hospital owners thit :r equipn/wnt and supplies. 
and administrators. As mentioned ear- The primary hospital illCavite is 
lier,four hospitals were interviewed: a owned by amedical practitioner 
tertiary hospital in Metro Manila, a ter- (single proprietor). I ICput uIp the 
tiary teaching hospital inlaguna, a hospital illIt85 using savings 
secondary hospital in Metro Manila %,icetileadjacent medical and nursing generated from his private practice in 
and a prilar ' hospital in(avite. Of schools which the family also owns. addition to revenues generated from 
the four, three availed ot loans from As a teaching hospital, it is registered the sale oitfamily-owned farm land. 
financial institutions to a significant v\- as a non-profit institution as required This was augmented by an agIicultural 
tent. The credit e\perience of each will by law. This allows the said entities to loan of 70,(00 pesos from a rural bank 
be discussed illturn to give a sense of enjoy tax and duty free privileges. (at 15 percent interest). Although the 
the demand profile of the industry. The hospital was established in recorded project cost was 5 I,0 

The tertiary hospital in Manila has 1977. Although a significant amount pesos, the owner estimates tileactual 
48.1 million pesos inlong-term debt: of the start-up capital consisted Of ad- cost to be much more since labor was 
4) million pesos fronm the SSS hospital vances from the stockholders (tilt' land provided almost free by former 
financing program and S. I million was owned by the family) as well , patients and some equipment was ac
pesos in mortgage loans from the loans from other hospitals in the con- quired free or for a pittance from more 
GSIS. The loans were used to finance glomerate, the greater portion was established colleagues. 
the construction Of aI additional wing financed out of a -i million pesois I)BI' Ite has not awailed of financing since 
and the purchase of new eqiipinit. loan at 12 percent interest. Since the then. Subsequent equipment acquisi-
They also availed of lease purchase medical and nursing schools generated tions were financCd through savings or 
financing schemes ofIre~d by bank-af- enough fuLnds to subsidi/e tileopera- were donated by relatives and friends 
filiated financing ctmlpanles for the ac- tions of the hospital, there was no need abroad as well as by grateful patients. 
quisition of ,qUipment coiisidered to for subsequent financing until IL)86 In fact he is extremely reluctant to bor
have high potential for revtntIt' genera- when 1(0 million pesos had to be row even for much needed equipment 
tion such as the 21) echocardiograii, raised for the rehabilitation of equip- because of til very uneve nincom 
Ultra sound machine, etc. These mient. The owners were able to stream of the hospital. Ite cite.s this as 
schemes were availed tf ,ata timt gentrate te iiiount through loans tilegreatest deterrent to upgrading his 
when tht hospital was not vet generat- from private banks and the FCC. facilities. 
ing enough revtilUe to fully financt aC- chotl reventlt'S and improved These hospital twiers, having been 
quisition. There are no plains to nillgenitt practices introduced by a survivors of the rtcessionary years in 
finance present acqisitiIIs through stOn who finishtd graduIatt studies in tilemiddle eightits appear to display a 
this liniebectaistef tit' relativt'lv high htspital aingeient abroad haVe great degree of sensitivitV to tctnonlic 
interest rate charged tp to 30 percent). si nc t thenkept tit htspital and schlttt0 indicators that niay affect their bottom 

Filetertiary teaching hospital in ',stem relatively prtoftitable and liquid line performance. For in stauce, both 
Binan, Laguna is part of i satellite sys- Thl St'ctndarV hospital in Metro provincial htospital tiners 'xpressed 
tern of hospitals controlleCd by a tanily 
of doctors aiid hospital ad in istrator . 
The conglomerate consists of a hosti-

iManilais owned bv i religious order. 
They ASO Utsed to run it until IOsses 
prompted them to turn over manage-

concern about the prict of oil being 
sticky upwards as this not only in
creases their input costs but it also 

tal each in Manila, l'angasinan, has ment to a private management group dampens demand for health care ser-
Pinas and Laguna. The hospital in (MG). The management contract re- vices as increased transport costs make 
Binan Was purposely established tt ser- quired MG tt put tip 15 million pesos hospital visits less affordable. 
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1'hev were inanimnot i-n saving that 
high finarinIig Costs ,ind the .car-it;' tt 
credit line- hax, lAd a -,xli.ntikUl negh ,-
tivV ettct iil their Wxlil_,IIe-,,1a -1, 
das(n their ability toii',.,d It 1110 il-)-ip 
pear. tht Lihe high 1,ili111 rat-it,detCH 
ladci hi,4,piltI. t.II the ti'ihlit, hiivi-t, 
talught thu-c-ni ir- vvl.itI "I 
thi- risks iiIlx0 'idIII in arisnLiiiiiili'\' 
LICHIurdtlen 

I, lx" ioit'hli,1 a'I-ii iled (it the-
I ,Lsp'lilia-, SL il-,. ',itllIhCi ol lull tt 
ait, l -. l LtIx'r.ditii(i h\' oi'litc L1iln irulg 
u'iiixxpauiii-s ( )tlwliT \ ,iiilboilt 
nlakilig the i1r1.0,ix
l t,pI\ n-nts in 

these. I( Wi'lii", lN,:L tI ill-il-' (,1 l' 1i 
L-re trit ,t i ht-h,,..i' k%,liiI ln 
,ix'ailid dud 10'u llk(0Li ii u1r ,t iui-u 
pltext"-. t'till1 xx.ix iii xti''iiiut plini'ii 
high rCx CtllII' a niJ t I -i't'l,,It 1 LX-u'l 

Li I I I%,1llltn ' IOrt n In ti L tI lI I\ t I 
T i' u'i'-si'd t'LI 't 

Ixiulri- atturx'dih't, tl. i<.>ptxr' 
all i tti I 'l llk tin1 I i a 

iiii;iI 1h'l' 

liaIe J hI n t' t i
tl is[x IkiItIti 

1 
a i- lieLi uIIIix(;lI I I1'iIicIIt i i 

-ilt ttii- hli'i\,iuxint hxispi
xx- pr xxxiii's 
Lailx Ix,\Ix'l k I l 'I'ci -I(t 'kt ( II'xIIu 

trit-d l 0tt 111 tUllI-t-JI irlltlilt 

stre-amxi. 

\OiI' kitlhtl,intLrx it'id il uppiurd 
tLi I lt'-pi-u'i d 1I1Vgi-xgraplhical 

"Tlt, picture if tilt' 
health cart' iidustry 
that nl' s .Ss t' 

u'~he, re~in ultiuieir iu',tt 
has a large irelseptie i~l 
terms o'scr ice 
t'liver aut th'rt is if 

ctin plelhe apithitte,: 
set af I'aws reulatin( 

lyrivati,t pr tth'."Wi h...
th -let'ntraliza-

tlion.., it is I.x t'ted 
that Ithit- 7o '!r t 's 
roltl will alter 
sutbstantiallyan1that 
Itlit gtux'irnuntncll.im'sVtt 
jirti't,, irt, 

IMc1111ingf'nl rei,'lation 
whnl itsroh' IiSen''c 
iroz'isiin is ,retl# 
redutcedtl. 

hias in tiht credit ci iditions n p sed 
Lw tincliall ixnstituititii ,. Iho.e 
s.itilttd in tlt, ],roviiii'- in,el iehd tile 
Li Oatklt lot Iiicatii iittsidei nt intlxi,-

lt \%1,uliLi ir Fithe pIrimair'\iutl-( 
llital iiwnir in) 1arti ullr IlucriL d 

the Lii k ( it /101lla1tili il IVIilahI ' 
Idlit's xLIdilt' Iiituui-,si1[ilitv Ot 


.:itidit tat ilitx.I-toi sllill iil'itl 

Ilxnel InIthC rix'inxiIMC. 


In sunllxxav'. v L lit\ oflit,aill 
l iI uthIox.pitI LiuAlO iic 11snalh.xth n andt.| 
l "Iti'il l niil ani iiuirl,li hot-\ ' r 

Ienl'c Ix t, IlIOipu-
k In sIxi-al1,1 l'u11r-

i ,,Ixplial x\hmiln 1ir,.onll]\'ht d 
I)\lhv-iciii -, lit], tilt'\tend to bi 
nuuIrl,-ri
ipil'ied a1d niiMi auc pt-i'-..-t-

,il t I%klI LIth iii II l x (Llttu1-
"
 
lxrt'ui57) ,' ixixct, ilu~ttiiilhitu' ir t'\ 


xui ut il lid I K-pir I tklixi kAli 


ru'-pl ll h i- tilIlt'h lirL tt1 atn ut 

ill sII t'IIrii-PIst, I IxIItiIkrltheuitt, 
plx It',,-iS Li1i htuxu-tlgti, l xxb'Liii' 
1 \ xll(It ill ItI I tI hitl lit-ri' uai' 

in nxk Ii 

leu- IcI I-ll IL lk tr IxtIuxIi C Ii tiTftt ll LL \xIt-uIl 

€ru-itt tihLr pa11ihx ti'l ltit anxd 
I In 'lriixh ku Liit xI tIt lxrixi -tiit 

ItL(],IllrL -ix ,iltootiln t'- l uIllrL lA 
tlt,' li 1i1Cx -'h llI LhIuixigl%ti tilt' 
( iO\T'ln lIlnt -ILT-xict x-in riint i -,x'-
tt'tll, Lilt 1i11 u't -% lxllIO( t xrlt\x d 
thie I )tL'u\- inup lIu-xinitikoltin- 'liIIix-
plixe- L!)il>' T hl ,ii- , u\p-t-iU -, 
%\xt hHiit \\xi- t'g,lti-C,e !Oliais 1 id 
Lind -iu'atlgi- at tilt -ubidi/C-d intir-
ist rates ]ilit d lt-\'iliuiili
Ot 10,atis. 


I)B]' Ciiistr-1u10tu 1liii , 10L\-A Illp 
carried nominal intere-t riti'-, I 12 il-r-

Public Infrastructure 

'articularh' in rural areas, lack (if 
lectricitv, Watr ,stemns, roads, and 
iL \pen-,ii' C ViiinIIIx icatiion limits the 
size otilth mirket oinWhich medical 
LacL'ilitis C.1andraw and increases tile 
cost ottin,structtin and t irating 
n ilical taIIliL-, Of majori 'uitlid, 
cititsii'. L t kit in raLtriictur' iliaV 
thus iiintrib/itI- fit COii k'ttiiitit' ,huII ,'t 

I lit,'.,,,-ssipiistii itcl-d hiiipitals 
tilth would OtiIlvx ilk' 5 xL'-I0 built, ,.'

iil Iiirur.id ixei
 

L tilit\i'rx. xi, iti[lit' ,iiuntr\' ILave 
a hit Li ht' d iCiiLd ii n , utiJsin
i IIltding, \IhCt I l)IxlI],, xat, r -IuppIy 

s IIt1(l i.uuIt 1x \\IIiI I l t'IkVr 
iL-l~l ii iiih~l
rixi l iiiniit , ililuil-


I i pitis xxi'ut ianscillpt,
t h us 

I1:1' cii lxIn tat L,tx ift-v Irt,iiit ert) ntial 

tI I",Iitl t nis it 
' , 

and 
pu'ulti'utV. "l tiii' ii 'v'ir, 

' a't' a tix' 
ni 1tVabliltMcph iul-. 

cilu uuiul dIt"- iiiLl git('e 

hliiuais axis sp cia! i"<ate-(itrixll
i'tln I CIL'LitIiiu xx xti-x r t- t otnipt 

trill IIh-.clihk'dil l\'t'stlri'ullt plaiS. 
For pilox'r stippuirt, prix lit- hioipi-

Lais are, iluL iitl I H10Lxx'h,, utuia 
L'"rii ( iiilpii v t NitilRA(.'t)) as nt1l

indusiritI -trvit .-\I tiIthu\ arte, I IILch, 
hilhuh- aitLii -hlnt' lVi , tmiu-Lrala-1 i 


t-'r'ici - tiLarg- tIlltir g,,turaitOIi 
Lliblbhiai- per KWi-\I11'1nt4ratiiui 

1iirt ilxulinxg i1iiixtih iildtlciiuiiddis
tiuiu iuul car-rt2 pt-sirsO
tat pix'kw 
iir eat i kxv othilli ' Liixlind ).IIOW

cil xitihi21!-\t ault,i U\- I iLiv ii< L-I'li '-r. ut' bilitd iiiihetr tLlani 
gracie p"I OiOdtil re- \Inenil)iprin- itustrial stri\ ill ttri nt Lisi' i i CIIt-rg' 
cipal . Fltlui ,uiit i i-)'- lgi- but lict\'njova 12pl Ltu1l 11il I ) tuibtlion i h( 
cent rute, aI, i I x- thit in- cOiillbilltdi-ar trill pet'C Lltdist tlillt iili tiL' 
cidtdi-iad I liii,'1d iIla Ii ll -, gi'1- loixig Jsii ar gritc pi he 

Lilur 'rat, a11lig11 hupita, tu,Lii ill th - i i cl" rirg l w
i-i-tr-l xx' the itireau 
ci'lctts, i xxxrV xx'ifxxili\\a-'i po-tlxitit. It \ICii ii i0-x' ii n prx'ided tilex's 


Of tile ilis liitui s tLt'l Ilig kllt t'- Mitei-rid st i'VitCIl-' l'-'i x i ii the enter-
SiOnaiii luan- tLiIxit) , uill' SOL xi i C'u S i1 tie L-iIicatxtuna ilnill Lil' V ' iurixxitS-Cuuiritx'%t'lll -tillth'-,Iltlloul,411stittiiuol d /or private hu si-ital."-V it 


lii- Itsailit,\i Iling inlhitlti ul-s (;Vtu-elI'xint Ixuspitils en !JiVpreferen
with ,ai u'slaihilx di stilN'.In1ii-, tial raites hi-t ix' tiox,echarged ti 
tieii n[i -Ilnt ( prot ixetspitais.piurVxl ( kllxipt-llltiix111/il-


lli;Siill(tiii- \oIrkt-r's
t uixiti--LtiMu 
ill)t-ti a sinuxixir tat h1 

I hiSpitaS i-L,1110 iil t ii iiiiiiinar CO lu si 
proii-sions liiiitiii IMIx't'xIt-t
trt'lln Conclu ins 
to40)per(u. Ill lx [,glic' ILi'riLre,
 
htis pitiais aV-ikii-Ln liiin, i dI t Tnaxl 
or pa- mxarket ILies i ir Lredit. Suek i'ss-

ful priaL, iiiialill x v gixl' a ,'VIs 
toLsmlIe siIuIi/iid 10,e1S, lilt it is xerxt 
nuIlikely ld,nit it iIusltltaIs ar- ahIe ti 
secure beithxx-niarkt rates tin bor-
rowed futilds. 

helii
picture ittheihealth care industry 
thaltcLxt-'gus is0i1e xx'Ierein g %i'en
mint Ids a largi pr-sixicL' intirms of 
svr\uC- delivery, and there is a cori
pite aid nMtide-rnx St t Iaxxas regulat
iiig private practice. Private hospital 
operators art concerned about tle ef
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fcts of th go'urnuin pitintpititioh A Recent Example of Cooperation Between Public and Private Hospitals in Manila 
for potuntiall' pjaVing platiitS onl tile 
d cvopmnlcnt If tih inldi trv. iI adldi
tion, a number oif thit intclviewd IhieD() I srectgnition oithe ,harid role that puiblic anid private, hospitals 
quet tilt, onl ofi in t i' stunl i prccd ill til' hispit,llnttwork LU)k tnptit Inislnll, , 

givernmneunt 'diCt Spa rt iiilarlv thoIc tt..haring titt it manl, ii inluilig ctollItanIts, and 
with' ititthetoopli tlnehdC 

isu tic ,u\chalng c isuTr, 
dualing with liniialiil sthudaards tor pooling ut i'unrct',, are i'ncicoriagtil toturther at it'C,t tt iilu ail tficitn
hospital ltailitIt's And pursoti l. Ihi'\ cius in httpitil Operatin, 
view ,omu tit a In tilu'Olcv ramuwork tor th, ational I lopital l)u viltpnilunlt Iiitthu rt'quirem'nts tin-


lite 1981 , istiviniir-.orut
ruasiinahlu anint'rtllv ilutur plaiis fraiud ill tilt, shtd itlt, liIlk' tctiniiitt l tatts , that 
for ,\pnLaIIiisl a Itt ar IlIiquid ti 'th u l)t'piartntint tII h,,ilhItot tnwiI/CI tiluvital tlt' ittprisiti' ,i'tctiiir in the>
rll ll l in1 l~I p~rOX 1101 llt L-11n It th kare to 1<11CFILd<,In t Oft1i11 1antill l Of(nt )III 1VC, tifh)ilh q.ua lit\ 1 illliino"." 

JUmp, initttd Of lntiL' atllgi'l llt, his, itwill tlst ratitiiiliit tst'(iipn Mpublic it pli\',tift hotspital 
and atfordable iFIIrimt'IitI. It', tailitku ti t nitlt ptipolatiitit. tiiiiraiuttU- rt'ipsti Oi ttlit' It will t titi' istab

,
tis'unus as,a rt''iliiir i1 Itoilli'd 1w\its liiiii'cni tirsaildlitill tt priviti, hlspitals inoari' Whtulre' ilt'd-pitptilation 
iiit I '5'. lisul it, prliliar' thu int0s% iinilit'tii lit NtRL' Lii'] , ratiio isht'l], iitsth, lhe I )( )I I iill has i s, populatito

W,\ithl ttCttItrJli/dltiOt0 I UlMItr-,tA.Cdttilt' Irll.,(,,,, digUntk 111d thIu 

Ioli, licr onLtiid, tititt'and 
tially and that it Lil pi id 1.11. lilt] privhit, htspitl s, cl aiaL, by'citloiratlsuCuLl 
,\pu'li tiI that its ill itistin- it twill pr u ,liintainia I\Ililotik rilatitlilh i Ii'ttul th 

-o pohl ttrii't toLiilatuit t
niut aningiul iitgtiliiiiiu wiin its riilu iii Iirts Ihe nt'tworkiiig ttlirts will t t1tin11' At tu si, llt lt', 1iii'-ilnltlit 

tiu hitlals wil it iiplititI iit'ritt't, i\ti liutiittttil at 
iri t is 'tlV ruilhiud ru>ilattiitts,riu p sll 

,With itsri'iiihit'i sirslii'(d\livur' nUcUssarv ilnilttii Rugitlatt1' aili4it will liI' t tirdinatLd; in,, r' antti lici'ii 
t %\ith ,,rl'\I r ctl wuntt, t elntt.l,, an I, tirrole', thc Lomu io i m-, tilt, gr~lttLI t. hot 'ti;llatlln l 10 I ' tll ,andi litc trt 

privatt' Llii'urv sI tOr i1 1lt rutLid. stanlrlarsL ittltopid i iLsti jualitv itLdio., ar 'bI 'tl iilltt iOftili' 
IPublic ttir I'tilt' 1alti D'l-,\ b('11CtiIt MilL i'tti'CtL tl'i,'lht1 i'llt, 

Ihiri, I)( )II It'Latt' Ill (i t'l "t ttwa1 
partICila rh' plttllinti, i uinalltitll nnt O Ihi vitlitl its ItllpIitt Ills aid pIl intIt till.itititiak will be' 

tilprovtiilig ltir mort,pIu1l,L gOttlIS, tilt' aitIl thu lp ti t s tlL' unhianu, 
nt nud A I Ist 

itinllin litatlit ' StdilIkils i ul hl s a air l st prt iilg iit i dus' 'lttpt' ttILtist'niiiiitt'd to' pitiljl IL;uidt' ll 
and rigItllattitmis, ICirt, td htipitilI liiiiisatisu tiut\iC 11g It,l ''i'lttp .rict'. tul Ihiit' 1 ill[li'it'tp t)01ilinci' i'tst 
iiiuit, ItmiItics stippttI andl rt'sutiirt iuc'tis't''', I pIts pi\I l .'\lo ;tI,( 'rI iit'itsch ,is rIIl lil t t'-lit A iiic't'itivts 

nlobilit tii t i ', Will he P1 l\ i it ii st('h1 ii'it,,ll, ,ilutaIt'll tl, t til t ilk l uditni tilt' lI't l tl iA
[i_1Illdttl'ti.\clt1t tolt relatio.t,- ti,I-,)Itlhw pltal illt.l1l, and <Illplw,prou t. tillill paIrt"

tilt' , t(it i-OiCt1110<Ibt'L1IVtight ( It'Lilt aI' L lItti- Ilht'iWa tItI 01It" tOil'rla ltiv thrtought he l'tllilipp~ille II(I"Jitals A\s
cient conel iott,hnlal iloalln d l\, h r- 1 S L-,t011 (lPIIA') 1 11 1WintItn ItIrIh hoth fil'IIh < il I11h %hh h1 ra,, trlIlI ( Ali<plVatt, 

,cs liopitils Lt t tiliti' Itsi'tr \Viliht' Itttis it alsowiith titlt'r Ill- tipttrs IMrrV is til' the prtit' lispital, 
dluitrial intrliits tir tillailcig. CtiilinatiL' tit'inti'ritsItilt will. It take an ictive intero ptihlic litipitllS as 

lleualo w\ill lh'i' to ma Idil i witll t>Stin sta ntlsr d 1il with nattir' t(pirattional utlici'iicv. Tile
istlttlltrniiL t 
tit' tuirm ittirediIlll' Markit 'A IIIA thhltiL's Jtitr ilci'nti vI' ctlit's', to Iipporttth' privati, hospitaIs by w%\',Vof 
singIi' prakttci' Iira holipital'I alhilitt tal lon, I,i' 'tai t' Ioaris tor Lalpital work alil i''l'ptln0 tin Orllsollu ilicii ait 
play it thu irkit, i,ilt't'rilliil'd b\ a hibiting labor laws. * 
stuaiy'stippl' ot lints whith illttlill 

is. larg'lV a rituit iiilii' aitV antd 
price o til' su ' t'i it lfr,,. 1T1' prac
iii' ilIi is i'll -maniid Will hls'T 

an u,dgu. lckti'l potential role for sult-rcgulation her ifissusc %'hich ciiuld b the sub111C prtILitis hv largie 
ild small firmns inIhi' inlti trv art' alll iig protessional SOcii'tcs anld jict of hlurtlhcr stild\': 

sinuilar. [h' lthillit\ ittthe provider grotlps inllih ictor. •I loiv uefuctive ar pr regulai pii' ti' stc Icalti int 
tor to 11pr iv,' lialigi'tlltint alld illaki' 'Ti' rispOll, toi tilt' govrnlilt'nt's titns iinsutting stadards of quality 
capital illi'stlllt,s illIntslllt inL'di- ruguilatorv role andtt tilt' pulciptiOIn Of and iiruring cquitv illthi' delivery 
cal uq ltlipIllt, r i '\0tll all playiig t ild in i turln- oihealth cLari' s rv ii's'piCt' Cli 11 0ii- iItitilP 
h1an1L-i I' and riMI inLt'nl-privatt' all I Ii Vii t isif lAn ci al Lgla tiirv tlaila iit risi' troim can siO prftitUS',1inaI 
utiirtinminlt solpplirtiv' tiisiit1 iIutl- lltnitorit ll ItOpOlti's, that i'iilit''stnt s -ti't' alnld piit'ILir group's i111
tiVcU Ot'I I). lI' kitnlittl sI'ittt giotup or itlliV'itil hislirk iiir circtlnl- pltVti sult-r',u1Itis'hv ilia0h,1niSnis 

" 

ti' i arkit i iiIt W'Il-dLIl , t t silt, h' t's W 11 tilt' gisirni ii it What ciIIphAlciintariiiL'S Lan behi 0\
stipport thllrltiililrt , l \,riL

1 
sir- Lali tulh' rIsptiild sli iMlli- With It iurilnlltiti i IV lildt pltilcd \t rtugtila-

VICC,,Otl r d b\vtilt,niarlkt't. ( Ill lilt' Liuatt'lV, Itll-rtf,tiIAOatit titllIcll prol\'idt, ,7
 

-c 

ti0)n and iii'ts'iiikiig aiiti1 pri\ lit' cipliII' rtiup uti\ulyo pi titiLAInii cri'idit iarki't itOpritntti' iliit'? Ill 
suctor provisilir,,,ii,i i'' iirI,lrgni/ii iii- ki bodig' what llaliiii'r? "iowhttLgrce 

Other han i t', is aL t,' li itiptr i- thi' nt'tiul input1LtL, [trn iiiarket dis- Itll tOV'ilnniui iilti'rvult' in thu 

ill pPuli-t\cisiton , Cati 
,s'stinl illfi nancin ii ili ple. c ()n ciuId approach ti' iiriiOuitiimati il hs 

iYct,whilI theiri is a cliar i OIL' fLr a withItroing r usa l llgpris'atL-pubIit linkaeu inr the iL'(1tkiict,' kit tei' 
r,-uantiiinati litiftlti' currrit g'ovi'rn- proigramsv illsult-rugtilation. rugulattir, prtvions andtn o'itrcunitt 
nuent regulattory framework not cliLC niuasurts. Is co'erage otregulatory 
is knov' regarding the currunt and Thuesu ibser\'ations give rise to a luin- prliisions cumprchlisiV inough? 
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Are loopholes minimized? Do enforce-
ment measures or efforts ensure suffi-
cient compliance? 

Bewond regulations, the government 
can take more positive actions towards 
leveling the playing field through 
equal tax treatment to education and 
health sectors, the provision and fair 
pricing of support infrastructure (esp. 
power, credit) and the promotion of 
greater public-private sector collabora-
tion through more organized means of 

paying for health care services. To 
summarize tile supply-side problems, 
most appear either not to be major bot-
tlenecks to private sector development 
or to be perceived as much more 
serious than they reallv are. The two 
that are serious ior rural facilities and 
most hospitals are problems with in-
frastructure and access to credit. Solv-
ing infrastructure problems takes posi-
tive action by government that 
benefits all sectors, not just private 

hospitals. Credit problems may be 
more effectively solved on the revenue 
(or demand) side than on the supply 
side. Hospitals currently qualify for 
credit at market rates; problems they 
have in servicing loans are related to 
tile difficulty in paying off loans when 
much of their income depends on in
dividual out-of-pocket payments 
rather than more predictable third 
party payments. * 
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Environment of the Private Sector-

Demand Side 

T he remainder of thi,, di"cuLSion of charity patients, 20 percent for group that reported using the specific 

tildings is d'voted to a more Medicare patients, and 10 percent for type of facility in the previous 'ear. 
detailed lotok at the interface be- pay patients. I'rivatt hOspitlIs, on the Ole Way to look at the graph is to 

tween the governient anld the private other hand, are expected to alIlot at note that the percentage using private
Sector Ointhe denalmd side of Table 2. least 10lpercent ot their authorized bed facilities rises as incomes rises, while 
We concIlde trom the study that while capacity for charity patients, 20 per- use of public facilities decreases. I low
there art, problems to be fixed on the cent for Medicare patients, anid 70 per- ever, for our purposes there is clearly
supplv side Mit change, to be made in cent for pay patienmS. considerabe leakage of public spend
incentiveS aimd regtUlatior, th attect to0 enable private hospitals to serve ing, especially public hospital spend
tle Structuire Oi the I diUstry, mi1y of charity patients, there is a legal ing, to hOnseholds in the tipper income 
this esirel iha nges (e.g., ililprveid ac- provision ,allowiing them to claim in- brackets. In the top bracket ahlone, 
cess to crediit and helping thi priVate come ta\ ieductions for services about 20 percent used free government 
sectr mi ive a primary hnSpitall rde I renditrei t 1mi',rgencv patients Who clinic services from rural heaIt illunits, 
to a seciin dirv or tertiarv 1o1delI) re- are 11nab"1.toipav their 1neid ical1 bills. and 30 percent useid public hospital 
quire Ittintio to deLniani-sidt iSSULS. I lowever, this provision has never services. I hospital services are less like
()]n the ILem and siide, the givernmen t been i ipl em en tei bv the Hure,1a of In- Iv toi be completely tree of charges (for
mi iSt dl.ectIy affect', the private Sector ternal Revenue. AS d Sateguard, example, the high-incomie groups are 
through cOIm pet itiin from goivernment private hospitals typicall,, Iemaild a more likely to use Nleidicare or private
Services for paying patielts Mid deposit btor e\tel, ding the neeiled wing services), but they are heavily
through tile %ledicare system, as will services to emergencv patients. In ad- subsidized for all. l',ivate hospital
become clear in1this section. ilition, a small ,illocation is provided in owners comlplainl tll,t the public sector 

tile public budget to pay to'r charity pa- competes Utnfairl for the higher in
tients in private hiispitalS who do not Clme patients by subsidizing services 
have access to a puiblic hospital at the for themi.Demand by tVld cae thtime they need carem_.Interviewvs withl


I v aprivate hospital own1,ers suggest that it
I ndividuals is so iifficult to obtain this money that 

it is rarely requested or ilistributed. Public Sector 
Coverage of and Subsidies to Indigents Competition from Government Financing and 
The most recent spending figirts indi- Thus the major role the government Demand --Medicare 
cate that 43 percent of all health care plays in reducing costs to indigents is 
,penlding is out-of-pocket spending on through free provision of its own ser
private goods anl sdervices. I low d vices. I lowiver, to what extent idoes The single largest health financing 
government intervention)!s affect this this approach target .,ubsiitiCs Well, or mechanism in tile country other than 
part iif the market? First, thriiugh is its main effect to create competition the DOI is the Medicare Program.
protection (if consulmitr, by re.gulating With the private sector for patients Through it, public financing through a 
tile services that are ileliveriid, by as- who coulil pay fur their care? Figure 8 payroll tax is linked with private
sisting piiiple unlablt to pay for shows use ot two tvpes (f government provisiont of health care, both goods 
private services, ,llt by giving con- facilities, hospitals ald rural health anld services. 
sumers recourse against malpractice. units (cliiiics), along with combined T-h Mei care program is a compul
;ov'ernmerit intervention in these tisi, of private hospitals ,ild clinics by sory health insurance scheme that 'as 

areas is minimal, income group. lecaiuse these ilcolt, established by Republic Act (RA) bl Il 
As for iniligents, they are priitected groups are not of equal sizes, the in August 1t)()L). The Medicare Pro

primarily by direct service delivery by proportion of tile population in cacti is gram was implemented starting
the government. By law, public hnspi- shown by the bars at the bottom of the lanuary 1, 1l)72 with the creation of the 
tals are expected to allocate 70i percent graph. The graph shows the percent- Philippine Medical Care Commission 
of their authorized bed capacity for age of households in each income (PM( C). 
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PMCC serves as tile poli,-forniulat- percent: C;S,at 5.3h percent and GSIS impact in facilitating the expansion of 
ing and coordinatig body tor the Pro- at 10.30 percent. the private hospital sector after 1972, 
gran while the Social -icuritv SyIstem In 1941, benefits paid by SSS and but the expansion has not continued. 
(SSS) andilt'he (Overnm t SerVice In- GSIS totalled 71) million pesos and Bet ween the late IL)70s and tie mid 
surance S\steLn (GSISO are Mandated 4-12 million pesos rLpectively. 1980s, Mledicare's reimbursement 
to collect and remit pax nitents for Medicare support Values (i.e. propor- levels were allowed to fall to all 
privatet'toni pa ii V e lphi't'ts and estate tion Of total iospitalization eXpenses average Of consideribiv less than 4(0
eni pIoVee<s, respectiVCtlY C urrItil, paiid for bv NI edica re1have fait'd to percent of a tvpica! hospital bill, and 
I'NICC is tiideLr the S1uprision ot reacl the targeted 70 perceint. It is CS- ienihership groivlh stagnated. After 
IXO I. tilatd that average support values 1986, efforts to reverse these trends 

As of I'MO(,Miii care covered 23. lave ralletd from 32 to -19 perceit, the aill nV begin to foster growh iii the 
million Filipinois, o r 38 percent of the latt(tr ixperieiictd ii 1981) and lie private hospital sCtitr aga in. 
total population. Ot thi, ,ihont 6.8 highest rtLetrdld support value so tar To investigate tilt' impact of 
iillion werie servt bv SSS whiI the Ii l 11eiefit inc reast's hVe not vet Medicare oin tilet tOnnlic signals 

balance ot 0.7 million % been a,i1lvA'd in terms ot support received by hospitals, iedicare cia imswre Under 
GSIS. [hi' rt were a itoil o -I. million v lu pri I,.ivt ), dala for 1L)L99 the Social Securityfro 
Mt'dicirt iieriis (i.e., eltidin.i de- Il the li altii core sector, Medicare Svstt'ni were natCliLed to a list of 
peidlents ,nd ri'tirtes, is itliiL8, or pri\ovides ,1i ipportiiitv tor risk-shlr- public and privat' h1ospitals obtained 
abtilt 21) ptciiilt (it th' C still ttid 2 1.8 i1g. It has helped Widern thie access to frmili tle I hispitalI .icensing Blureau of 
Million petopit iniplhLed for the viar. liiielth serVic's by giVing its iii em hers the This Matchhi1)epartiiieitt OfI Ih,altil. 

Currt'nitlv, %Ididlr prOviLii' tor ill- the tecessirvniunding support for ing hasinever bti idone before. If indii
patient benefits uitili/ilg \'ast iet- huipilli/,litiOn ttedS. caths soiic strainl't gt grapIical and 
work Ot puihiC a id acce-td itd iVa tL' Ihe Niedicari sv in ruiinburses ill- lit sptal-specitic patt'rnis (it disburse
hospita l. :ron IQ72 

to IL))1),tl,e ti' p IIe t st'L'r i's ll bot thi pblit and i mei ilts thit s tiggesI e\trtil idistortions 
of avalliiCnlt I. . heCn iici~ris thi' pri\,att' sectors. nudging from the in CtitiOmonic and InukiCal behavior for 
serttd tital ctivt'ri e \ 100) for tile fiirniation ini the pre'viotus two Stlit' plvsiVci ,ns. Si Ci idistortions 
total %Nlidicart'program iveragtd 1.45 figures, Neti care hidd a trenit'iLIius aside, tlt' data also revial systematic 

iCno1mllic" incentives Lreatd b\, reiillbursenent ru us thi appe'ar iii prac
priiiy c l etice to favir snal t r spi-Use of Public and Private Medical Facilities, 1987 National Health Survey 

tals. 
iThe list ot hospitalis cintiiii the en

tire populatitn ot accredited public
Percent of Households and private hospitals iii IQ911, and the 

claims privided by tile Social Security
60 System art' supposed ti inclUie all 

paym ents made, by hospital, in 1990, 
oil behialf of all private sector 

50 employees who wire eligible for tile 
Medicare benefit. It does nut include 
public sector eniph1IVees, whise claims 

40 are administered bv a siparte agency. 
There are 1,75oliopitals ii the 
database, intluding I,I WS8 private and 

30 597 public. Bed capacity rlge,s trom 5 
to 2W0.(1,314 Of tihe hi spitals had 
claims with the Social Securitv Systenm
ill 1990. Th' average nuLberif clims 

per hospital was 458, ranging frtom no 
10 7 clainis up to 11,2(01 claimas for one 

10hospi tal . Tliii averagi' V'aluei ifif i ns 
,. per facilit' tir the y''ar was 27(1,372 

#2K ji ~.pesos (ab ut $1,39'9J t, 2h pesus/ US. 
.. . ..... -- . ...... dollar), ranging trin II0 pesos to 

10 10-14 15-19 20-29 30-39 40-59 60+ 8,541 4 pis s. it-t stndriiid, iie tin (ie 
Income Group (1,1)01) Pesos) statiltic is the i, a i tind Vislue Of 

clainis per bed. I lospiIals had an 
average tit I5 claiilis per bed, with an- Government Itoispital average valuettof h,703 pesos per bed. 

iRuralHtealth Unit The number of clains ranges up to 622 
Private Hospital/Clinic , claims per bed; the value of claims ran

, Pct. of louseholds SOURCE sOLON ET AL '9i 2 rAB ges upito 109,563 pesos per bed. 
. .. i The distribution of these two statis
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tics across hospital types provides an There are six rows in the graph. The each vertical slash represents one ob
indication of the incentives faced by top three rows refer to government servation or hospital. Above the scat
hospital owners. Figure 9,and Table 18 primary, secondary, and tertiary hospi- ter plot is asyringe-like box-and-whis
display descriptive information on tals, respectively. The bottom three kers graph that displays the distribu
claims per bed (the graph eliminates refer to private primary, secondary, tioil. The line inside the box shows the 

outliers above 161 claims per bed -thea'd tertiary hospitals. Each row is 50th pcicentile of the distribution -- the 
to make the graph more readable). composed of ascatter plot, in which halfway point. The left and right sides 

** SSS Medicare Claims per Bed inGovernment and Private Hospitals; by Primary, Secondary, and Tertiary Classification, in 
Pesos,1990
 

llill I1 III I1 I 
0 	 gov pri, claims per bed 161 

IIIIIII 

EllI 1111 111	 
1610 	 gov sec, claims per bed 

G-4 

0 	 gov ter, claims per bed 161 

0 i lln 	 i illlllllllll 11nllIiimsbeI 
0 	 prv pi, claims per bed 161 

E1l1l1 llllllll 1I111III11I I 	 I I 
opt-v sec, claims pet- bed 	 161 

IlI II 	 IIIII Itl I111 I 
0 	 prv ter, claims per bed 161 

Statistics Characterizing the Distribution of SSS Medicare Claims per Bed, 1990. 

SSS Medicare Claims per Bed, 1990 

25th 	 50th 75th
 
Type 	 Number Mean Percentile Percentile Percentile 

Government 	 Primary 81 9 1 3 11
 
Secondary 216 2 0 1 3
 
Tertiary 99 3 1 2 3
 

I Private 	 Primary 482 23 4 13 30 
Secondary 298 16 3 8 22 
Tertiary 119 15 6 11 21 
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of the box show tile25th and 75th per-
centiles (see Table IS for the exact 
numbers using the whole sample), so 

tilewidth of the box. Observations 
beyond these lines, or whiskers, are 
considered to be outliers. 

allowed to keep tileprofessional fee 
portion of the Medicare reimburse
ment. Tile low claims mav reflect that 

the width of tilebox accounts for 50 The first piece of information shown relativelv few Medicare beneficiaries 
percent of the observations in the cen-
ter of the distribution. The lines 

in Figure 9 is the relatively low level 
of claims activity in government hospi-

use government hospitals. On 
average, however, government 

emerging from the box are 1.5 times tais despite the fact that personnel are primary hospitals tend to make more 

*' Value of SSS Medicare Claims per Bed inGovernment and Private Hospitals; by Primary, Secondary, and Tertiary 
Classification, inPesos, 1990 

M iliiI IIII II I 
0 	 gov pri, payments per bed 47278 

M ll ll I III I 
0 	 gov sec, payments per bed 47278 

ill IIIIIII 
0 	 gOV ter, payments per bed 47278 

II IIulIn lloil II111111111111111 1111 III III 	 111111111 I 
0 	 pry pri, payments per bed 47278 

I I I~IIIIIuIIIIIIIuI u[IliII I I I tll 	i I I lllI I II I 
0 	 pry sec, payments per bed 47278 

IIIIlllHtIlilllllllllllltIIIIIIIIIIIII 1111111 IIIII 11 I11II I 
0 	 prv ter, payments pen bed 47278 

.Statistics Characterizing the Distribution of SSS Medicare Claims per Bed,1990. 

SSS Medicare Claims per Bed in Dollars (P26=$1), 1990 

25th 50th 75th
 
Type Number Mean Percentile Percentile Percentile
 

Government 	 Primary 81 $111 $9 $28 $115 
Secondary 216 $55 $18 $44 $110
 
Tertiary 99 $81 $18 $49 $96,
 

Private 	 Primary 482 $316 $57 $194 $429
 
Secondary 298 $331 $66 $181 $464
 
Tertiary 119 $455 $160 $375 $623
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claims per bed than do sucondary or ..
 
tertiary hospitals. As is shown illthu * Average Size of Public and Private Hospitals, 1972 to 1990
 
botton three rows, the private sector
 
makes manv more cliajos per bed on
 
a%erage at evury iuvei, but primary Number of 13,.ds Per I lospital, 1972-1990
 
hlspitals againd\Ct'tIboth second.larv
 
and tertiary hospitals in the number of Government
 
claims per bed. Primary hospitals tend
 
to have lo vr OCCUlpancv ratus in both
 
tilepublic (Soh1 et11.1it)
I)and 
private (IlIturcare i987) sectors, so the Private 1972
 
high average claint, rates ior these I 1983
 
smaller liospitills are tihu reverse of 1990
 
what ;iight be uxpuctud based on oc
cupancv rates ahlu. i 20 40 )60 80 100 120
 

Figure Ili(and T'ble
iusltw the 
peso value Of clainls per bed for 1990. 
The upper limit is ti\ud at 47,278 for private hospitals, often in tile The IMO will arrange for and/orsame 
readability, although this limit neighborhood, all over tilecountry? render services diructly to these 
uliminates tlL'\truLmu outtliers. The Man\ observers have vondered why beneficiary-nunibers. Membership 
figure pr'id us inforiliti that is con- these sniall hospitals do not combine, was vohuntarv but limited to Metro 
sistunt with tie'Figu rute(. Go'ernment into larger secondary or tertiary htspi- Manila. Catastroplik. cases are 
hospitals treat relatively tew Nedicare tals that can Offer more sophisticated reverted back to tileregular Medicare 
patients (or are not cartftll to process services. ObViOtSlV we havu a pOs- program. ItMCC enturs into the agree
claims for thlil) and the V'alue tiftiiese "iblet, it Will be privatt ctompany,uplattitzi, ltittlUgi Metut With tile 
claims is relatively low. [he illeal tiv a If po'sibit monittors sertll oet tnltbur ctLWsa- ice pertt rmiance and 
value of claim, tor the three types o lif factors and reuirUslL more stophisii- render assistance as ruIneMed, while 
goeninlit hotspittls i vur' similar. catt'd inavsis beftort trong statentlts the particip iting I110; are respon
'Tie avurage claini in private hospitals ,bout it Ci be Made. sible for progran marketing.
 
is iii ch higher, alil] tIe range Wie The progra ii was offtered to tileilliii A ptssible reflection of this incen-
at each luvel Of lospitaI. 1lie average tiV' is the smoallhr averlg' sie tt distrv. )nI\'two I IM()s joilneid the 
'alue Of clainls htr private primary private hosp!tals reltive to public progral. Th\'both offered similar 

and secondary hospitals is similar, hospitals, as shtotwn ilFigure 11.The packages With soni variations in 
with ahilost tile'sa1n' range. Tile size of private hopitals Itas also been benefit cililg,, alnd Co-pal'Nllnts, 13y 
average claim intertiary hospitals is decreasing siinc I1972 despite higher in- August Il99, threi wvre I73,4(, Ilimer
much higher, but the range is very conics, X'ast changes illhospital tech- ber-participants, u\cluding their de
similar to that for the sniallir hspitals. nolgy, inproV d credit markets, ini- pendents. After a l99brual',' Ii1 

ThulMedicare reimbllrsenlilt sys- provud transport and coiiiiiilinicatitli, ie'alhltioll, menibership was frozen as 
tern explicitly proxides for higher rates urbanization, and tile ,ldministrativu problems were ironedfact that 
of reimbursemnlit for sucondary titd Mudicare reimburses using cost-btsei out. After a seconid evaluatitto in 1992, 
tertiary hospitals relative to primary formulae. All Of these factors would tileprogram was tunninatCd. Irogram
hospitals. It also distinguishes be- be more consistent with consolidation resistance was strongly felt from the 
tween regular and catastrophic cases. of private hospitals than with disin- two systilis. Administrative bot-
Thus One would e pet to siethat tilt tegration of them. The fact that We Ob- tlenecks, from the ctlfirmation of 
revenue per bet wouldtie substantial- serve the opposite is further cir- membership status to th remittance of 
lv higher insecondar y and tirtiary cuimstantial evidence that the premiums t tthu I IMOs, prov dun
hospitals relative to prinlary i,ir, Medicare reimbursement system wieldy. While there were lo claims 
hospitals, but it is not. It appears that creates extreme incentives of tiletypus procssing involved between tiletwo 
primary hospital owners are able to suggested ill this section. systems and providers, thu confirma
achieve almost any level of rivileiu tion of membership status took just as 
per bed that tliey desire, despite rules Findings of the HMO Tie.Up tong. While tile benefits Offered were 
that provide dium with lower reinbur- clearly niore than the regular program, 
sement prices. Ili 1989, the PMCC embarked on an ex- and support values xvere higher, 
'The Medicare system thus creates ail periiental I IMO-Medicace tie-uIp utilization by members was loxer than 
important ecnomic incentive. A aimed at providing -IMO-type that of the rugular program aInd 
proprietor of a huspital seem,,it be but- benufits(Otpatiunt and higher in- marketing efforts w'ere considered in
ter off as a claitant against udledicare patient benefits) to Medicare members adequate. I IMOs were seen to attract 
to own a small, relatively ine\pensive at the prevailing Meticare premium only the low risk groups, thus, con
primary hospital rather than investing rates. Under tie program, tile so- tributing to perceptions ttf windfalltwo 

in a more capital-intensive and sophis- cial security systenis (SSS & GSIS) coin- profits for the participating IMOs. 
ticated secondary or turtiary level tilnu to collect the participating The difficulties encountered by the 
hospital. Does this incentive help to members' premiums, but remit these -IMO-Medicare tie-up project high
explain tilecommonly observed participating IMOs after light the nature of tileproblems likelyto tile 
proliferation of small single-proprietor deducting for administrative costs, to be encountered in programs that 
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SSales of Pharmaceuticals in Current Prices 1981-1990 (in Million Pesos) 

1981 1982 1983 1984 1985 1986 1987 
Hospitals 

Private 558.4 643.8 573.4 643.6 725.3 645.3 855.6 
Government 213.5 247.2 234.5 218.0 262.0 215.8 360.4 
Total 771.9 891.0 807.9 861.6 987.3 861.1 1216.0 

Drugstores 
Manila 1248.2 1450.0 1675.7 2101.6 2772.5 3122.5 3819.5 
Luzon 549.1 590.1 801.9 1088.3 1515.9 1762.1 2182.5 
Visayas 444.6 509.0 528.3 556.5 805.7 930.9 1160.8 
Mindanao 303.1 311.1 362.1 505.1 589.3 724.5 945.7 
Total 2545.0 2860.2 3368.0 4251.5 5683.4 6540.( 8108.5 

Grand Total 3317.0 3751.0 4176.0 5113.0 6671.0 7401.0 9325.0 

Government Purchases as a --services from the private sector, includ-
Percentage of Hospitals and ing specialist physician services. 
Total Pharmaceutical Sales I There is probably scope for iincreasing 

S tile Yet, whileuse of this mneclhanism. 

Percent Percent; there is experience with many forms of 
of of Total contracting for private services, the e'-

Hospital Pharmaceutical tent of tilepractice, its scop,2, and tile 
Sales Sales r forns ittakes hav'e not been quantified, 

The more obvious linkage of the 
1981 27.7 6.41 public sector with the private health 
1982 27.7 6.6 sector is the purchase of services, sup-
1983 30.1 5.8! pliesand pharmaceuticals frol 
1984 25.3 4.3; private firms. Government demand 
1985 26.5 3.9 for goods from the private health sec-
1986 25.0 2.9 tor isindicated by government pur-
1987 32.3 3.9 chases of pharmaceuticals as shown in 
1988 31.1 4.31 Table 20. Salhs to government in-
1989 36.2 6.0 creased by around three hundred per-
1990 34.4 6.0! cent in nominal terms over the past 

decade: from 213.5 million pesos in 
1981 to 858.9 million pesos in 1990. It 
makes up from 25 percent to 35 per
cent of total hospital sales and from 3 

use public financing mechanisms for percent to 6.6 percent of total phar-
private delivery of services. Moreover, maceutical sales. Table 21 shows how 
the program showed tilepotentials for tileshare of government sales has fluc-
expanded Medicare benefits, at tuated within these ranges over tile 
present costs, and fur'ller public- past tellyears. 
private sector collaboration. Before its 
termination, more companies e\-
pressed their interest to participate in p
thle program. Idomestic 

Non-Medicare Sources of Demand and Employer-Based 

Inmany countries, thle Planspublic sector 

has little
experience conltracting for ser-
vices from the private sector. Ilow-
ever,inthe Department of Ilealth, Except for Medicare, third party pay-
there isconsiderable experience tender- ment isnot weil-developed as a financ-
ing for pharmaceuticals from the ing nechanlism. Private health in-
private sector,and hospitals have ex- surance (including HMOs) payment is 
perience contracting for a variety of estimated to account for less than one 
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Growth 
1988 1989 1990 85-90 

1040.9 1229.8 1634.5 125.4% 
470.8 698.5 858.9 227.8% 

1511.7 1928.3 2493.4 152.5% 

4504.2 4636.9 5479.3 97.6% 
2348.0 2241.5 3064.8 102.2e/ 
1449.9 1657.6 1821.6 126. 1% 
1074.5 1051.9 1369.5 132.4% 
9376.6 9587.9 11735.0 106.5Y 

10888.0 11516.0 14229.0 113.317, 

percent of health care expenditures. 
But tilehealth insurance industry is 
one sector where private development 
prevails. On the supply side, its 

development is shaped by tilefinanc
ing and regulatory climate. From tile 
demand side, its growth and prospects 
are largely functions of the develop
nent of employer-provided benefits 

and its interface with Medicare and 
other health care providers, particular
ly hospitals. 

The Private Health Insurance Market and 
Regulatory Environment
 

The private sector in the health in
surance market is currently composed 
of commercial indemnity health in
surance (1Il) and health maintenance 
organizations (I IMOs). 

Commercial Indemnity Health Insurance. 
Data for 1987 showed that there were 
103 companies involved in offering 
health and accident insurance in the 
country (Table 22). This latest figure is 
less than tilenumber of companies 
operating in 1975. tlealth insurance is 
offered by both lift' ad non-life coin
panies. The imdstry isd inated by 

non-life insurance coin
panics. Group health insurance is the 

motcommon offering and the vale 

o f insurance sold ill1988 is2.5 times
 
that of the value for individual health 
insurance. Teire isno0data on enroll
nment. But data sublitted to tileIn
surance Commission showed that 
nominal gross premiums grew at an
 
average of 20 percent between 1974 to
 
1988. Gross risks, representing the 
potential amount inbenefit payments
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that companies are committed to their Health Maintenance Organizations. Health facilities or with contracted facilities.
 
clients, grew at an annual average rate maintenance organizations or HMOs The actual number of HMOs is in dis
of 24 percent during the same period, are relatively new in the Philippine pute right now, but the figures range

In 1988, for every one peso earned in health care market (Table 23). They do from 12 - 16. The source of disparity

premiums, 51 percent or 0.51 pesos not only insure members against medi- largely lies in the many different types
were paid out as benefits. cal expenses but they are also com- of HMOs currently operating. There 

The health insurance component of mitted to provide members with are investor-based, community-based
life and non-life insurance companies preventive or outpatient and inpatient and employer-based HMOs. Investor
is deemed least profitable in overall in- medical services, from their own based HMOs largely spin from tradi
surance operations. It is considered by 
most insurance companies as
"sweetener" or "rider" to the life or acci
dent insurance packages offered in ihe * Number of Companies Involved InHealth and Accident Insurance 1975-1987 
market. Industry sources cite the 
small market base, competition, pric
ing and high administrative costs as Nonlife Life Total 
possible sources of the slow growth of - Number of 
the industry. Regulations are per- Year Domes- 82 11 Domes- 10 0 Com
ceived to be non-responsive to the tic Foreign Total tic Foreign Total panies 
health insurance business per se, as 1975 
these regulations are largely oriented 1976 83 15 98 7 2 9 107 
to the life insurance business. There is 1977 76 13 89 6 0 6 95 
a 5 percent premium tax on insurance 1978 85 13 98 7 0 7 105 
companies. Those interviewei also 1979 86 13 99 7 0 7 106 
cite that the regular 30-day grace 1980 76 12 88 7 0 7 95 
period for premium payments is rather 1981 81 13 94 7 0 7 101 
long considering that sickness may 1982 6 12 18 3 0 3 21 
happen anytime. Inaddition, 1983 78 13 91 7 0 7 98 
provisions on investments favor long- 1984 78 13 91 7 0 7 98 
term commitments. But short-term 1985 79 13 92 6 0 6 98 
liabilities are incurred for health in- 1986 60 11 71 7 0 7 78 
surance and therefore health insurance 1987 82 12 94 8 0 8 102 
companies should be allowed to make 
short-term investments. SvACE COU,SSO,ON,SUNCE 

r ' HMOs Professionals and Facilities, 1989 

Total
 
Accredited Hospitals
 

Doctors in (out- Clinics/ MSUs
 
HMO PrimaryPhysician (MM only) side) in MM
 

MM

Blue Cross* Arrangements** /8
Family Medicare 11(18) 2/21

Family Health Care Plan* 21 (64)

Fortune Care 10 clinic physicians 94 4 / 19
 
Health Care and Development 10 150 19 (8) / 10
 

I lealthkard Int'l. Inc. 17 89 10(2) '14 
Health Maintenance Inc. 26 app. 400 15(1) 3, 13-ealth Plan Phils. Inc. 45 165 13 (2) 1 / 19
 
Caphealth (Intercare) 8 156 9(14) / 7
 
Lifecare 32 
 232 10 / 13 
Maxicare 9 135 16(12) 1 /9

NMedicard 19 235 9 8 satellite / 21
 
Pamana Golden Care 18(9) 1 /16

Philamcare 23 262 16(12) 5 / 12
 
St. Patrick's 30 clinic physicians 17(23) / 8
 
St. Vincent 8 1 /8

Waterous Medical Corp. 12 92 consultants 8 (5) 7
 

*As of 1991. 
**Arrangements are made through plan coordinators. 
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tional indemnity insurance companies 
and /or from hospitals. Fmploer-
based IINOs art' initiated by big com-
panies and formed out Of their in-
dustrial clinics. (onmu nitv-baSed 
I iMOs are largely e\perincntal 
groups catering to low incone groups. 
Investor-based I N1()s dominate tile 
market. Tie first quarter Il)qlfigures 
showed that thte total l INO enrolment 
natioinwVidt coIm prised rouiighly 97 per-
cent Of tileppltIat tion. Th'e nIlajirity tof 
coinpx ie's and enrollees.ale b,Ised ill 
NIetro anila. The proviItr netwtrk 
is Inliiteil as tlit' Ct0i11nitin practice is 
for I INIOs to contract with hlospital 
pr iders (lable, 23). (Outpatient ier-
vices ire deliiv br Ismalltr net-by 
work otfstaff or .,laried clinics. FliTe 
nuinber oif accrd ittld hospitals ranges 
from 8-1"%a ndlIrl I-1 I) (liniiCs/iiLidi-t ti 

cal service tllt'S.I iW( ) Ctnipalit's tar-
get ciorporate liIits,,0thi i.,gh here 
are alsit benifit packaigtes ll'Ill-
dividual or taliiivr riiiillites, 

Of tiltp rt'enLUilnS rive i LIn ILISS, 
bit'veIin ;;-() p CiCnt ot ri'eille"tft 
IN eIMLllpait's %xr'Ixttox Medical st'r-

Vices '\pen Se. I liii i)tri ix 
costs tit2) ptri'it, illiIiiitiOI to 1 -2) 
perceit britkts' CinxIlissiiiilS, aire con-
sidered high aiid iidicatt' ''rt,iin 
market it iticlt it's. Iiove'r, tilt, 
capital inestnxi'nt reqtilremnelts, par-
ticularlh those r'lted tix tii (t'stab-
lisiihnt itt outpatient cliics are steep. 
Ill199l, it Is estilixateid that t si tip 
te cli xli Id riti ti ri' 3 ililliiti 
pesos. Opraiting thl ti t etn-
si e private provider seemsi-ttitrk 
to be ciinon st's. lidust ' stiulr-Cs 
hoive'er report iiti cu ltv ill atttriitLiiig 
provider partici patioi. 'hi reaS1liS 
given rileg' friom til'ilil txi ia iii tall 
indi,'pendtinici' illlinidl dteit u',shit 
the adiniiiIst ,dtit l itiIII'ilii ll 
tracking di xxn alxd getting riViiihi in'L-
mients for I I.I( I chients. I i11.i11W,I 1\1( )s 
work with i'\istiit hiipitils inld estab-
lish liinics 011k strt'gic ,Irasill A.\S 
suchI, (t ifl1 1 'x' itt I NOS Ill thle 
ci its Ot iiit'iixCal s'rxici' is mOm iinl 
considering tUm most I iNl( ) ishpitals 
and spiia lists ir' Onlf ti ir-si'r'ice 
d isci iliteti r'ti's. I i' 1t t Or it,Otit-
patient bent'tit pat kagie, I I )S a1 i Ill-
stlrance cillpllit's l'et nIts at tOp-tift 
Medicare rates. lIire is 11ixst,1 ilirti 
on prem iu rate's adII I INl(its llinot 
nornally e\plain tht livIt, the IS',illlp-
tions tistd illtlit' rates. Ihe' .Vixldli 
normally just cotnpart their prices 
with current iarket csts. There 
seemns to be a coisiderable need for 

greater rationalization of operations unions, through some owvner-vorker 
(marketing, claims processing, utiliza- consensus. 
tion review, etc.), and provider and Employee covurage is commonly 
consuner education for tileindtustry noncontributory; white premiums for 
to ftourish. dependents are shared between 

Due to its relatively new entry in tile employediand employer. The 
health care market, I IMOs do not fall 
under any govT'rnlent agency's 
regulatory sphere. While life in-
surance companies are Uiider the juris-
diictiot n Of tihe isti 'ane' ('Ctinniission, 
tilt'
seric'ti dtIivtry andlfinancing com-
ptnen ts of II WON(ompanii's OtSStht' 
bttwet' tilth inissiOnihstraInCe (,n 

and the I)t'part miiit If I leaIltlh. The 
leading I IMOs ar' crrt'ntlv operating 
through 'ielf-IrtgLIldtiOn. At this stage, 
t.tnlc liiile the grtwth of thieindustry, 
pUblic-pri',Itt' seCttir tiliabtiratiOn cal 
nilrtkl' itfixriiati' ani' education 
camnpigns tin risk and risk shairiig 
ctinc'pts for p'iderSaiid ctiISIllllers. 
:\ regulatorv traewoi'xirk can lead to 

dominant practice, as identified by 
various collective bargaining agree
ment (C13A) survevs, is group 
hospitali/ation coverage. 11MO-type 
benefits remain unaffordable to a large 
number of eiplovers. (orporate ar
rangenients with hospitals are popular 
as thi' it lI tntail adiission deposit. 

The Employees Compensation (EC) Pro
gram. The 1t11ph11iees i- OMpeinsatiO 
(oinminission was established by 
lPresidential )tcrt'e (PWD)Nit. i26 
which tok efftect n laiuarN 1, 1975. 
F(C replactti tilt' old Workint'n's Con
pLIsation ('iininISSiiill. FC'C is a Coin1
puIsIr svitcial thatiitsutrallc schell't 


lit' growth aid d't'ipintint tIttilt'ill- gives ta\ e\einpt benilits ti employtes 
dUstry ill,I ma iiner similar to the in-
pact Of I IN I( rigulatiolls illthe U."". 
I ioxe 'cr,slchirglilatit lls neetd to 
take intox ,iccOtIlxt tihe current health 
tinlancing eini ri iii liiilt in tiie countrY. 

Legal Requirements on Employers 

Il additioll to tie NIedicari prograi, 
tile giiVi ernmnt also miandates 
emplx'yers to provide medical and dis-
ability be'nt'fits thritiug ti emle pte 
compen ,tion program. InI1989, 
NIedicare inLen brs in Netro niaia 
we' iffi'rid'l \pirliiental IINIO-
NIedicare ti'-tip prograii oi a xolun-
tarv basis. Illadditio, supplemeiital 
healIth beneiits 111V he providd 
throuigh ci nlp, Cif-insUrarice or 
tihriUgh a prix'ati insatraice cLoilipa ny 
(xr I INI'(. lheir proi'sills are largely 
,fishlot Of ci ellcttive bargaining 

a greenltlts tr, in firiis without 

the defiiaidside', 
t/'gmtern ent most 
dir'ithiafects lit' 
/privatt'sector t/iroug'i 
comietition from 
r0111r1litll ser-vices 
forya=.ing mttients 
(imi ttrough ti, 
N1t'diart,'system...." 

(or Ileir depeixdients) tr WOrk-rilatei 
disabilit y irteiath. FCC beiiet its conie 
ill ti, firiii tt (a) csh ii'lC llt iltite 
case (ifdisibility r deathx (b)medical 
alnd related s.'r'ices tor iniirx and sick
ness and (c) rehabilitatitn Service iil 
case oif permanxent disability. 

Administratix'ie, F'C' Oxperates like 
tie Nedicare prxgraii. I'C is tie 
policy fornulating bidtl and is stuper
viseL by Departilent of ILaboir and 
Emlopy miint ()I .1tl). 5S5 ald (;SIS 
ser''e as tit' ollettiig and Cllins 
processing/paying instiru nlltalitits. 
Unlike I'NI.'C Which stmlct's its institlu 
tiOnal bidiilgit frlii tile natitoal govern
1110it, I"CC' is depelliIt txi 5"S (Q0 
percent) and ("5 |IS() percent) hir its 
institutional budget. 
ECC coverage is COili uIsoIy for all 

impltes woli are ntt over 0) vetars 
Oxld. A em tIpehiVbexnd 0li) years old 
1,av also be cive'd if lit'hail been 
paving citributios befort' t) and has 
not been cinipulsorilv retired. 

As of 1987, FCC" ci't'ed abclIt 12.2 
million woirkers, ifwhich l(.t) miIlioii 
are 55S niembers. Total IFCC ci'trage 
for 1987 r'pre's'IIt!s about 21 percent of 
tlt' hilippine population. FC' col
tributiots ri' paid Itirl IW the 
enipllyer unlike NI'dicart 'LV're the 
enilplovee shares ()percent Of tile 
preininll. private tiipliyers pay a 
nax itini if s a0.0)( pe',i il1xi1th, the 
goternment 30.00 pesis. 

GSIS paid more benefits illabsolute 
amounts than SSS in I9Q'S:177 million 
pesos versus (tI million. rom 1975 to 
1988, GSIS paid ailawerage of 546i 
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pesos in benefits per claim, compared which have the resources go into direct 1990 was 1.1 billion pesos. 'The EC 
to 804 pesos. service delivery, by setting up their reserves managed by SSS was 3.9 bil

own clinics or hospitals, often beyond lion pesos while GSIS had 0.3 billion of 
Labor Code Provisions. Direct provision that which is mandated. Most corn- EC reserves. The financial perfor
of medical services are also mandated panics self-insure, providing for their mance of the two administering svs
on employers through the Labor Code. employees' needs as they arise; or con- terns, SSS and GSIS, have not been the 
The Labor Code specifies the mini- tracting with private providers for same for years and this contributes to a 
mum medical, dental and occupational easy access for their employees but dual system of medical care financing.
safety obligations of employers, paying fee-for-service. Traditional in- Given the proper mechanisns, private 
Specific requirements are set accord- demnity co.'er,-ge for hospitalization insurance/ IMO delivery arrange
ingly to the number of employees and remains the least costly option to ments can provide greater value for 
the nature of the work, i.e. hazardous employers and employees, money for the members, and may 
or non-hazardous. Requirements Fhe slow growth in Manufacturing release resources towards the non-in
range from first aid provisions for corn- and the large agriculture and service sured. A feasibility study can be made 
panies with less than 2(10employees to sectors limit the potential for wider on the benefits of instituting Medicare 
provisions for acompany clinic with coverage of employment-based plans. funds into one health insurance fund 
full-time or part-time medical staff for Medicare coers only 20';; of the and .omnmonly administered bV a 
hazardous work places with 2(10or employed. They are lot likely to be government corporation. Medicare 
more employees. Mining companies reached, through their place of employ- funds can also be combined with EC 
and large agricultural plantations have ment, by the formal system of funds and the benefit package col
set up hospitals for their work force. Medicare. I lowever, they represent a lapsed into one. 
The Department of Labor monitors major pool of resources once tapped. The integration of the these health 
employer compliance and provides FIlployer-provided health benefits financing funds can provide the ira
guidelines on occupational safety. enable employees to have better finan- petus for closer private-public sector 

The major impetus for workers to cial access te health st rxVices. I lowever, collaboration in the health care sector. 
press for supplemental benefits is the its provisico, which are typically made Private sector companies for example 
low support value trom Med care. in addition to Medicare and I-C, makes can competitively participate in claims 
Medicare was initially designed to for repeated coverage for a smaller processing and/or the provision of 
cover 71 percent of actual costs in- group if formal sector workers. Over- benefits. The heavy administrative 
curred in a private hospital ward ac- insurance to a few and zero coverage burden of claims processing and 
conmm1odatioll. I loever, support for many highlight the inefficiencies of review, and utilization controls can be 
values hovered aroLnd 3(1-40 percent the country's health financing system. done more efficiently in the private sec
for the past decade. BeVond ward ac- The basic coverage provided by tor. The government can concentrate 
commodatioIs, the valle is much Medicare suffices for many as thev are on category I type of goods, providing 
more diminished. In addition, the low constrained by low incomes. The uniform standards of accounting and 
support value is perceived to be not growth of the private insurance sector medical record keeping, promoting
worth the effort involved in the is largely determined by its demand management techniques in health care 
tedious filing and processing of claims, base. thr,,ugh training and designing quality 

The private industry can benefit control mechanisms. I Iealth care 
Potential for Wider Coverage of from aconsolidation of financial financing funds can be used to in
Employment-Based Plans resources for health are. I lousehold fLence location decisions bv 

and firm resources are weak to play in physicians and or hospital investment 
Employers and employees have not the market. The single biggest payor is decisions through the design of ap
focused much on the issue of health currently the Medicare program. In propriate mechanisms. The movement 
care. Organized labor emphasizes, in- 1990, cumulative reserves of the towards managed care will be 
stead, the basic issues of higher wages Medicare program amounted to 5.2 bil- facilitated by an organized system of 
and tenure stability. Large companies lion pesos. Benefit payments made in financing for health care. i 
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7 
Conclusions and
 
Recommendations
 

, l tabhs at the end of this con- private primary and secondary disorganized nature of employnent 
Iusion Sunnir-ite, illdetail the hicilitit's, rLT' does not provide a conducive environextensions of primary 


/f"lha'ins d~tisculssioo.T l
oio%%' operations, do not have adequate ment to tie growth of the industry.
precisely the structure presented bv management support unlike the sup- The market of the industry remains 
our analytical framiework and present port services provided by the public limited to the small, formally 
a short sunmary of the findings sector to its facilities. Private tertiary employed sector, a group already
within each area. For each issue, the services on the other hand compete covered by Medicare and other legally
table includes the authors' evaluation through higher-end, high cost staffing mandated health benefits. These many
of its relative importance as a bot- patterns, minimal coverage mechanisms do not 
tleneck to private sector development, But the single, major source of in- create much impact on employee 
a tentative list of policy options, and a 	 stability in the growth of the private health seeking behavior nor enhance
 
list of policy research needs. We medical sector lies on the hdoitai, 
 or demand for insurance. Existing

develop these key points in this section. re'i'i'n silh'. While credit lines maybe managed care organizations' do not
 

available, the application of market have the financial and economic
 
rates deter small and big hospital sophistication to create an impact on
 

Major Impediments to wners alike from ivailing these loans, the market.
Loans servicing becomes a major prob

leml whenl muiich of thle inmcitnlePrivate Sector 	 depends on individual ut-of-pocket 

payments rather than the more predict-Development 	
o 

Policy Optionsable third party paymlents. 

[he spillover ot indigent patients to 
tileprivate sector poses considerable While supply side problems appear to 

In termms of the pp.I' silh, private sec- strain to private hospital operations. be ranked relatively low in importance
tor development does not appear to he Not only do they create bad press to from an economic perspective, there 
seriously impeded from an economic the private sector, but they also high- appears to be a wide scope of indirect 
standpoint. The private sector in the light the lick of appropriate public support for the private sector.
health care inmdtuistry was shown to mechanisns 1w which the private sec- This type of support Would be in 
develop froll i noderna complete land tor cali access goverlMent funds to general informational or public goods
set of regulations providiing mininmuii support ictivities tlt realize public 	 type activities, such ,Is management,
operating standards. A review ot 	 goals. nedical, a)cC Ointing protocols; Luality 
these regulatiois can 11 	 NL'dicare rilllltl leLiit rules i0o assurani ce methods; and a liborbeMade to 
strengtillii m,iii,g4 t' t s'ructtires in0t 'ntL tiragel. the C1velpmen t Ot ag- lhis isan tie\plOrediLd' clearinghious,. 
and enlince quality Ot m1edical s,'r- glonieration or ctmsolidlatitm of siall, territory. Rl'guIlitiiins per si' appear
Vic es. ThU lack t inir,'.truk tore ad Il OW tLChll ,ig' heailth care services not to important stunmbling blocks;
utilities support i ,t dliL . the CCOi'ioilia iL'tficitlmit and viable ht ever, UpdLatil ,is called for inthet ' t tiltO 
groi%th ot small, less ,p Iii stiCated 'nterprises. Tihe paVInl lt sVstell figiht t market iVtepnlClnts (e.g.
hospital opera tIl s en nL('Ie l'illaiors fav t esi' it w - iliov-gnit fgfhcilities wliiip gOvTrnlLm 'ltreOrgani-Mnp V-ler) ,illl.
eCtiiit" alnd 11ld.'iicoltrgn,iatiomi HIt pTiOll1 lirgCy prutveti\T sir- brouglht Jbouit b\'tzatiomi L ui'\titiOn.
tlhat is surviving i intlyill t tits (it CallCOst-ettCtiv'Iv he per- Fina cial viability and more orwil viC'S Whidli 
its single propriLtor/ p VsKiii,1 i i 1i'. t ltiL'd Otltsidt" tiesi' LIciliti's. Ihis 	 iii privatt dt-i,'I :\"t'IllSga |',Ii Call 

'ublic sector cOnlp'titiOl, pa rticular- bUts tHit' ii'tticiit use Ot liimit'd ieiade possible tirttuigh finaiicial in
ly initensified in tile,ILX,),,Pt se coll- restouries. ci'itiyes a nid 1.,paindLii third party pay
siderabL' diffic1 ltiesto p riv'a te s('ctiO LOw Nliidicare support Value nit mediaii niss. Finmaiicialincell
dcvelopmeni .I'olhic Cr1 dilg-o it 	 prtOvidt's tiL i lpetus tor employers tives cal coLne il nianiy ftrms: capital

Iwas observed ini stlli' proviiis. ,ild u'1ii p It vi'i'S to top-o f Nledicar' 
 assistal"I progriins iii coiperation
Secondary and tLrtiary racilitis suil- coverage with additional cov'erage with fiiiaincial institutims; and tax 
fered as a result. in 	 " priv\at' insurance or health main- breaks and adeuate intformation thereterms iif 1t'olloll fromi 
and iedical organization of the sector, 	 teuance organizations. [Hovever, the of, similar to thi ones provided to the 
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educational sector. The organization 
of private delivery systems can be en-
hanced by third party mechanisms 
only in so far as the latter have access 
to large pooled funds like the 
Medicare. Efficient claims processing 
can lower risks of participation in 
managed care operations to tileprivate 
sector. 

The local government code offers op-
portunities for policy reforms in the 
delivery and financing of health ser-
vices. the use of existing private sup-
port facilities can be explored par-
ticularly in the light of a short-term 
breakdown of centralized support 
from the D01I following the devoll-
tion. With its reduced delivery ex-
posure, central public activities can be 
directed towards the development of 
geographical, income-based, health-
based approa lies for targeting govern-
ment health subs idies in the local 
public units and in private facilities. 

Thle demand side hears muh emU1-
phasis. Medicare, despite its small 
size and problems, iskey to financing 
private sector proviioni regulation O 
quality, organi/atihn Litthe private sec-
tor economiicallv and medically, and 
providing any goods through the 
private sector. Me licare can be 
opened up for prix at' sector participa-
tion, especially mnanaged care coin-
panies. Activities than can elficientlv 
and effectively be haindld by private 
groups include claiits processing, 
provision ot be netits (ouitpaticuts, 
rehabilitatitiii/diOiiciIitrv, medical ,l-
ciliary service, etc.) oincapitation Or 
other contractua ,arIa gemen ts, 
management information systems and 
other support services, 

Tile use of the private sectir, espe-
cially Managed care irganizatiins, inl 
expanding Mledicare and tither public 
services can inpro v the benlficiary 
base of Medicare. (ii0lpanies willing 
to take on tinder-served areas or 
beneficiaries caln be provideCd with 
financial incentives tt do ,ti. 

The growth ti anl the Ieveloplelmt 
of pluralistic ownership it,nana,eud 
care organization, cali be proniottd 

I 	through appripriate regtllatiims, inceLmi-
tives and spinstrships. A regu ldtory 
framework cal be used to emIlhance the 
growth of I iMOs as similarly done in 
the U.S. by the I IM acts. 

Cost recovery progranis in the 
public sector and systematic arrange- 
ments in contracting for private sector 
services can minimize public sector 
competition. There is scope for reduc-

tion of subsidies in the public sector 
for high income and Medicare patients. 

The system of incentives called for 
in the paper can be made possible 
through tileestablishment of a large 
pooled fund for health care financing. 
Tile many small mandatory and 
employment-based coverage cannot ef-
fect much change in the delivery sys-
tem, much less rationalize its organiza-
tion and extend its coverage to other 
groups. The consolidation of man-
datory health funds can enhance risk 
sharing mechanisms through tile 
private sector. It provides a more 
promising alternative to the current 

medicare set-up; One which offers 
greater possibilities of expanded 
beneficiary base and benefits. 

Wa t M 
What M r Must BeKnow

Kn wn To Make 

tor than now. The public sector in 
health care is no longer the monolith 
Department of Health, but a system of 
centralized and locally-funded institu
tions. Its role has been reduced in ser
vice delivery and enhanced in policy 
development, regulatory functions 
and supporting positive actions in 
health care. 

Tile private sector, while expanding 
largely out of uncoordinated decisions, 
have performed a substantial role in 
medical services. It is a highly diverse 
group, ranging from hospitals to small 
community health plans. We don't

operations oIknow much about tile 

these groups, especially those operat
img from local levels. Its development 
has been largely affected by tile 
Medicare program, and its future will 
be shaped by the development of im
proved payment mechanisms. Ap
proached by clients in a nonsystematic 
fashion, largely without referrals and 
paid out of pocket, it is currently suficysfering from I weak client base andPolicy Dechigh cost of operations as acombined 

Much of tilework reviewed in this 
paper can and should be extended in a 
more rigorous manner to quantify 
policy options in private sector 
development. There is much to be 
done from I cross LOLintry perspective 
and in within countries to move from 
the stage Of talking about private sec-
tor develop men t in the service of 
piblic health goals t0 doing something 
about it. 

We o1lV ttmc hedilthe tip of tile 
iceberg. The last colunin of the tables 
for this section point to some of the re-
search Luestions that need to lie ad-
dressed to effect greater private sector 
participation, especially in health 
financing reforms,. he issues range 
tom strengthening public sector roles 
in category I anid 2 activities to know-
ing more about private sector response 
tioalternative incentive. stnicture. 
[lere is a ned to know nittire how' the 
private secttor will react tt various 
chaniges in pmblic sector performance. 
-Thereis a need to know more about 
private sector operations and perfor-
mance, its cost ,tructures, and the ef-
ficiencV of its management organiza-
tion. Tfhe medical secttr is one area of 
study Which best highlights the nature 
of ptiblic-private interactions. 

There has never been ainopportune 
time to re-examine the role of the 
public sector vis-a-vis the private sec-

result of macroeconomic develop
ments and lack of third party payment 
options. 

This study is a modest attempt to 
bring to bear on policy decisions a coil
ceptual framework on public and 
private roles and interactions in the 
medical sector. This conceptual 
framework was used to define and or
ganize a short-term and inexpensive 
secondary data collection effort in tile 
Philippines that does not answer the 
question Of how the public sector can 
facilitate private sector development 
but doe,,assemble enough information 
to make initial priorities among areas 
to consider for action. 

As ,i direct result of this study, fol
low-up work is now proceeding on a 
feasibility study of providing out
patient benefits under the Medicare 
system. The expectation is that this 
policy change will reduce the distort
ing effects of the inpatient benefit on 
the structure of the private sector by 
discouraging the operation of small 
hospitals to qualify physicians to col
lect inpatient benefits fur their clients. 
In addition, preventive and family 
planning services are included in the 
study to find otit whether they would 
create a net cost savings for the sys
teLm, to help the )01 Ibetter target its 
inadequate subsidies for those services 
to non-Medicare eligibles, and to elicit 
a supply response from tileprivate sec
tor in producing Category 2 services. m 

52 



The Private Medical Sector inthe Philippines 

Summary of Findings, Options for Policy, and Research Matrix: Demand or Revenue Side of the Private Medical Care Sector 

Possible Findings Policy 
Government Options 
Interventions 
/ Importance 

Individual Demand and Out-of-pocket Financing of Health Care Purchases 

*Subsidies *Public hospitals: 	 *All risk of losses for emergency 
for indigents 70% of beds; private 	 patients is on private provider; 
e Low hospitals 10%; some 	 consider sharing risk between 
importance extra compensation. 	 government and private providers, 

eConsider converting current 
subsidies to patients through 
allocations to facilities (principally 
public facilities) into subsidies directly 
to patient. 
eAlternative public policies to 
improve the health of the poor. 

*Public sector * Large public and 
competition private systems 
oHigh 	 overlap; 1989 hospital 
importance 	 plan seeks 

cooperation between 
sectors; public 
crowding out in some 
provinces, 
Competition from 
public sector a 
particular problem 
for secondary and 
tertiary hospitals with 
high fixed costs. 

*Assistance •Poorly developed 
to create risk sharing despite 
risk-sharing well-institutionalized 
mechanisms Medicare system and 
eHigh high out-of-pocket 
importance payments. 

*Focus government's curative 
spending to compensate for private 
market failure; develop geographical, 
income-based, health-based 
approaches to targeting government 
health subsidies. Consider options for 
reallocation of public budget out of 
curative services, 
*Reduction of subsidies in public 
sector for high income and Medicare 
patients to reduce subsidized public 
sector competition for these patients. 
(This does not mean that the private 
sector should face no price competition 
from the public sector, only that public 
subsidies be targeted to patients who 
would otherwise have difficulty 
paying). 

oThe public sector is already heavily 
involved in risk sharing through its 
direct del ivery system. By charging 
little or nothing, it is providing 
stop-loss insurance. Someone can 
always leave a private hospital for a 
free public ward. I lowever, the 
insurance is tied to use of public 
facilities. Are there alternatives? 

Research 
Issues 

eQuantify importance of nonpay 
regular and emergency patients; 
develop options for public-private 
cooperation that minimize moral 
hazard and cost escalation effects. 
6 Investigate options for using 
insurance (Medicarell?) to solve this 
problem by subsidizing patients 
directly. 
*Investigate applicability of reforms in 
UK to Philippine public system. 
Investigate applicability of Korean and 
Thai approaches. 
*What are tradeoffs between investing 
in public health to reach poor and 
investing in curative services to reach 
poor? 

e Development of data base for 
provincial-level targeting of DOH 
subsidies. 
e Development of cost-benefit rankings 
of alternative policies for given 
provincial health problems. 
*Investigation of political issues 
determining public sector subsidies 
and how to realign priorities. 
e Analysis of options for aggressive 
cost recovery in public hospitals. 
Determination of the current 
distribution of subsidies from the 
public sector and how itwould change 
under cost recovery. 

@Estimate alternative effects and costs 
of direct government services versus 
extending services through private 
sector and converting public 
direct-service subsidies into 
financially-based insurance. 

Public Sector Insurance and Risk-Sharing (Medicare) 

oReimburse-
ment rules 

*Support value 
extremely low, 

eReduce the copayment required of 
patients to relieve them of more of the 

Assess cost of changing the Medicare 
benefit schedule to reduce 

*High 
importance 

reimbursement rules 
distort private sector 

risk. 
aExpand delivery of Medicare services 

copayments, taking into account 
resulting cost escalation. 
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* Contiuation 

Possible Findings 
Government 

Interventions 
/ Importance 

development and 
out/inpatient service 
choices. 

e Beneficiary *Expansion to 
base informal sectors and 
* High rural residents is the 
importance next step. 

I Speed of SSS :improving. 
payment @GSIS: troublesome, 
* High 
importance 

*Regulations 	 * Licensing by both 
* Low DOlH and Medicare is 
importance redundant. 

Private Sector Insurance 

*Insurance *Gamboa report. 
industry 91IMOs tend to be 
regulation for-profit, organized 
eMedium by insurance 
importance 	 companies or 

providers, 

eTax *Gamboa report. 
treatment of 
premium 
payments 
* Low 
importance 

Direct Purchases by Government 

*Contracts *Pharmaceutical 
for goods and procurement, 
services construction, 
* Medium 
importance 

Policy 
Options 

through HMOs and other managed 
care organizations. 

eDevelop grouping mechanisms or 

public-subsidy approaches to 

expanding coverage of Medicare. 


@Options for consolidation and 

computerization. 

*Options for centracting data 

processing to private sector.
 

*Consolidate. 


*Gamboa report. 

*Sponsorship, incentives, regulations 

favoring more pluralistic ownership 

for managed and prepaid care 

organizations. 


*Gamboa report. 


*Consider options for using private 
sector to deliver services, both curative 
and public health. 

Research 
Issues 

*Carefully evaluate the 
Medicare-HMO tie-up on medical and 
economic results. 
*Consider U.S. legal and policy 
approaches in early 1970s, plus current 
proposals, to creating incentives for 
prepaid care. Consider approaches in 
Canada, U.K. to solving similar 
problems. 

o Evaluate coverage-expanding
 
options (especially in rural areas),
 
including costs, administrative
 
requirements, source of revenues,
 
effects on cost escalation, etc. 

eCost-effectiveness of options. 
*Strategic plan for solving the 
problem. 

*Action plan. 

*Gamboa report. 
eComparative information from other 
countries, investigation of how to 
create incentives for competition and 
varied forms of ownership of prepaid 
services. 

*Gamboa report. 

*Select a priority list of public 
activities that could be performed by 
the private sector; analyze costs of 
benefits (both short and long term) of 
contracting out. 
0 Develop or adapt from existing 
practices in the Philippines and other 
countries approaches to contracting
with private sector for services receiv
ing 'iigh priority for contracting out. 
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S Continuation 

Possible Findings Policy Research 
Government Options Issues 
Interventions 
/ Importance 

Payments by Employers 

* Employment- eMany formal sector *Why is Medicare inadequate, define *Cost out impact on private
related employers are politically feasible options for employers of topping up Medicare 
coverage law topping up Medicare improving it. coverage relative to adequate
*High and EC coverage. eConsolidate health funds Medicare coverage.
importance contributions from employers and oDefine policy options: improvement 

employees (ECC, Medicare; SSS, GSIS) of Medicare, centralized 
for expanded benefit options and administration of a portable premium,
private sector participation. choice between Medicare and other 

plans, one health fund, etc. Costs and 
benefits of alternatives. 

PAC . P1ot89.,onal R.gulnllon Commitsson 

Gmbooa Roporl . Rha M GAMoos11991 BI ckgfounl Pap., on H1ll1 Insrance m the PhIpV.nS USAI0 Conl adl 389-0249-C-00- 089-00 May 
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Summary of Findings, Options for Policy, and Research Matrix: 
Economic and Medical Organization of the Private Medical Care Sector 

Issues in Findings 
Structure and 
Performance 
/ Importance 

* Medical care 9Private sector tertiary 
and service care services are sophisti-
quality cated and well organized. 
*High Secondary services less 
importance formal and mixed quality, 

Some operate as extended 
primary hospitals. 
Primary hospitals are 
problematic. Public sector 
mimics private sector but 
has more organizational 
depth. 

'Economic 'Private sector service 
(prices and prices have risen more 
quantities) slowly than general price 
e Low level. However, drug 
importance prices are relatively high 

and have increased faster 
than general prices. 

'Organi- *Larger hospitals are 
zation: simple complex organizations, 
or complex? smaller secondary and all 
'Low primary tend to be small 
importance proprietorships, 

ePotential for eMedicare-HMO tie-up 
development indicates that even the top 
of managed managed care 
care erganizations lack 
eHigh financial, contractual, and 
importance economic characteristics 

sophisticated managed 
care organizations. 

'Development 'Unclear the extent to 
of specialized which labs, radiology 
support services have developed, 
services Pharmaceutical industry 
e Low well developed. 
importance 

'Financial @Shaky finances. 
organization 
e High 
importance 
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Policy 
Options 

eThis is an area for innovative 
public action to improve quality 
of low-level unsophisticated 
services : (a) development of 
financial procedures and 
accounting systems (possibly 
related to Medicare), (b) 
development of standard medical 
protocols (related to Medicare?), 
(c) training programs for private 
sector professionals, (d) possible 
bulk purchasing operations for 
inputs. 

*Any expansion of insurance, 
especially of Medicare as 
reimbursement is currently 
structured, will cause price 
escalation. Although inflation is 
not a serious problem today, this 
situation could easily change. 

'Financial incentives for more 
sophisticated operation (e.g. four 
competing primary hospitals 
combine into a single secondary). 

'Medicare rules, e.g. 
requirements for binding contracts 
with providers, minimal 
accounting systems, etc. can force 
quick improvements in operation 
of HMOs. 

'Use of private laboratories and 
radiology services by the public 
sector, especially by local 
government facilities. 

*Development of insurance 
financing for catastrophic care, 
assistance as above for financial 
and medical management of 
private services, 

Research 
Issues 

*These activities are new and exploratory. 
How have other countries handled the 
problem? Development of freely available 
protocols to facilitate standardization of 
medical records, financial records, 
treatment protocols for common 
procedures. Development of appropriate 
training programs. Evaluation of costs and 
benefits, on an experimental basis, of such 
activities to improve the quality of care in 
public and private sectors. 

*Investigate components of prices -
nontraded labor inputs, drugs purchased 
from abroad, drugs produced locally, 
equipment and supplies, new technology, 
constructions costs, etc. What has changed 
over the last 20 years, how have policies 
affected prices, what policies indicated for 
the future? Where do the problems lie? 

9 Study costs of delivering services in 
small hospitals, potential sources of 
economies of scale and improved quality 
to larger operations. Policy options for 
encouraging more sophisticated services -
are there economies of scope and scale, 
especially for smaller operations? Implica
tions may be for higher or lower costs. 

9 Investigation of how risk is being 
handled in HIMOs currently and options 
for improving the management of risk. 
Are there Medicare options for reducing 
prepaid plans' exposure to risk through 
the Medicare system, allowing them to 
offer enhanced services? What quid pro 
quos could be exacted for improved 
service delivery? 

*Options, costs, benefits for contracting 
out such services. 

'Financial analysis of sample of private 
clinics and hospitals to determine why 
they have problems -- episodic disasters 
due to inadequate working capital, 
constant problems due to unpaid bills, 
Medicare-related problems due to slow 
and inadequate payment, endemic 
problems due to weak management? 
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Summary of Findings, Options for Policy, and Research Matrix:
 
Supply Side Pub!ic-Private Interactions and the Private Medical Care Sector
 

Possible 	 Findings 
Government 

Interventions
 
/ Importance
 

Labor 

eTraining eNo constraints; tax 
and licensing incentive for hospitals to 
e Low open professional schools. 
importance High staff turnover at 

tertiary level. Little or no 
in-service training, 
Licensing system cannot 
track professionals because 
it is issued only once in a 
lifetime. No knowledge of 
level, growth, or location of 
personnel except through 
PMCC reporting and DOI I 
reporting, which are 
incomplete. 

eMalpractice a PRC discipline, civil and 
laws possible criminal liability.
• Low 

importance 

* Employment * Major issue is staffing 
and staffing requirements for licensing 
regulations and Medicare approval, 
0 Low Ratios not economically 
importance efficient for small facilities 

Equipment and Supplies 

*Import *Appear to be no quantity 
restrictions restrictions on imports, but 
*Low duties may be a problem 
importance (see next category). 

* Import taxes *Appears not be a problem, 
(tariffs) but it is an issue to private 
e Low sector. Donated items to 
importance 	 primary and secondary 

private hospitals are exempt 
from duties. In practice, all 
imports of these hospitals 
are granted duty free 
privileges. Tertiary teaching 
hospitals have lut free 
privileges. Apparently 
tertiary non-teaching 
hospitals must pay duty. 
90/ of pharmaceuticals are 

Policy 
Options 

* Develop methods to track 
personnel in order to understand 
distribution of services, 
redundancies between public and 
private sectors, high priority areas 
for public services, 
*Assist professional societies to 
develop in-service training 
programs for private sector 
personnel, consider requiring 
periodic renewal of license as a 
method to keep an up-to-date 
roster of personnel. No need to 
bring training into the public sector 
-- help to develop RFI's or 
contractual arrangements to 
provide a market for in-service 
medical training. 

*Consider relaxing quantity 
requirements on labor; e.g., is a full 
pharmacist required or is the goal 
satisfied by the requirement that 
some amount of pharmacist's time 
be available for each bed-day? 

9 Develop options for reducing 
pharmaceutical costs and reducing 
distortions caused by possibly 
unequal duties on different types of 
medical insitutions. 
e Develop public information for 
medical professionals about the 
regulations and border taxes for 
which they are liable. Reduce 
apparent discretion of customs 
agents. 

Research
 
Options
 

*Create inventory of professional 
personnel. Develop data base and 
methods to keep it up-to-date. 
*Develop training programs and 
licensing procedures. Investigate 
approaches used in other countries. 
Identify sources of private sector 
funding for such programs. 

*Quantify importance, estimate 
trends, consider options for future. 

*Investigate options for achieving 
desired regulatory goals using 
rules that allow operators to 
achieve economically efficient use 
of inputs. 

eInvestigate the tax paid on 
domestically produced 
pharmaceutical products whose 
ingredients (and possibly 
packaging) are taxed at the border. 
*Investigate the actual treatment of 
imports by different types of 
institutions (e.g. private tertiary 
teaching hospitals versus 
non-teaching hospitals). Effects on 
input decisions. 
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Continuation 

Possible Findings 
Government 
Interventions 
I Importance 

domestically produced, but 
there are duties on 
ingredients. 

*Certificate e Excess investment in 
of need capital seems not to be an 
*Low issue; in fact, low 
importance investment is of greater 

concern. Note: in U.S. the 
impacts of the certificate of 
need approach have been 
criticized, 

Financial Capital 

*Credit 'Some credit is available, 
rationing but most investment seems 
*Medium to be self-financed. Public 
importance 	 credit windows closed in 

mid-1980s. Compete with 
other sectors for credit at 
market rates. Result is slow 
expansion, inadequate 
working capital, investment 
in only the activities with 
the very highest rate of 
return. 

*Barriers to *Some restrictions apply as 
foreign to other sectors : 40% 
capital or foreign ownership allowed 
investors except limited categories 
'Low allowing I0('!, temporarily 
importance (parenteral therapy, herbal 

medicines, other 
pharmaceuticals). 

Physical Plant 

*Facility *Well established licensing 
licensing procedures in DOH. 
requirements However, PMCC also 

Policy 
Options 

*Problems in over-investment in 
capital will result from improved 
third-party financing that rewards 
such investments. Design programs 
to prevent distortions of incentives 
rather than requiring future 
certificate-of-need legislation and 
the resultant quantity restrictions. 

*Credit problems are partially 
caused by demand-side financing 
problems and poor management of 
medical institutions. Develop
demand side interventions first, 
then observe whether supply side 
financing problems disappear. 
*In rural areas, however, credit 
scarcity may be a serious problem, 
Targeted government assistance 
may be warranted. 

*Possible foreign ownership 
allowed in areas where local 
competition, management, or 
organizational skills are 
problematic. Such areas might be 
managed care, insurance billing 
systems, actuarial services, medical 
reinsu rance, benefit plan 
development. 

oIs some sort of rationalization of 
the two systems feasible and 
desirable? 

Research
 
Options
 

*Cross national investigation of 
approaches to capital investment 
decisions in the health sector. 

'Investigate the effects of credit 
availability on investment in the 
private sector. Also investigate 

effects of credit availability on 
working capital in private hospitals. 
*Case studies of hospitals that 
have had financial problems or 
have gone out of business, and of 
hospitals that have few or no 
financial obligations. What is the 
role of credit conditions in 
determining failure and success? 
What assistance woul be merited? 
What is the relative access to, and 
importance of, credit for urban and 
rural hospitals? 
*How do credit conditions affect 
the ability of prepaid plans to 
operate effectively? Again, a case 
studv appproach may be 
warranted. 

*Examine cross national experience 
in using foreign investment to 
"jump start" new institutional or 
market activities. Assess need, if 
any, in the Philippines. Identify 
firms with specialized skills, 
especially those including Filipinos 
working overseas. 

'Costs and benefits of the separate 
licensing requirements. 
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Continuation 

Possible Findings Policy Research 
Government 
Interventions 

Options Options 

/Importance 

9Low accredits hospitals for 
importance Medicare. Some 

redundancy. 

*Location 
restrictions 
eLow 
importance 

* Potential for incentives to 
encourage service in 
under-served areas. 

eUse Medicare reimbursement or 
tie-up mechanisms for service 
delivery in these areas. 

*Feasibility study for Medicare 
tie-up with private groups for 
capitation program in remote/ 
unserved/under-served areas. 
aDevelopment of location-based 
criteria for capitation program. 
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I This section is adapted from Griffin (1992). 

2 	 The trend line reflects the experience for all countries 
in the world, not just this group. 

3 	 A recent estimate for 1988 by the University of the 
Philippines / Research Triangle Institute team 
(Solon et al. 1991) suggests that overall spending in 
the Philippines was much lower than the 2.4 percent 
of GNP estimated in Griffin (1992) and lies 
somewhere between 1.7 and 1.9 percent of GNP. 

4 	 Using Solon et al. (1991), these figures would be
 
$3.75 from government, plus between $6.00 and
 
$7.40 from combined private and insurance
 
expenditures.
 

5 	 Less than 7 percent of total spending in 1988 is
 
estimated to be accounted for by insurance: 5
 
percent by Medicare and 2 percent by private
 
insurance (Solonl Ceal. 1991).
 

6 	 Solon et al.'s estimate of 50 percent private spending 
would put the I'hilippines abolt in the middle of the 
list. 

7 	 The solid line is for the whole sample. The dashed 
line removes the high spenders (Korea and 
Malaysia). The dotted line removes the outliers at 
the lower end (lBaingladesh and Nepal). The 
discussion in this section refers to predicted 
spending without Bangladesh and Nepal, which are 
much poorer than the otther countries in the sample. 

8 	 Of course this report will delve into this issue in 
more depth insstfl&Stlent chapters. 

9 	 The technical and administratixe standards for 
operations are provided by the Department of 
Health (See Appendi\ I for a discussion on 
government classification). 

10 	The figure includes those who are in private practice 
but affiliated with hospitals. There is no count of 
those who are in private practice with no hospital 
affiliation. 

11 	 The Department of Ilealth will transfer the majority
of its hospitals to the local governments and will 
retain only the regional and specialty hospitals and 
medical centers by December 1992. 

12 	Drug Association of the Philippines, a position paper 
on the Pharmaceutical Industry, Jan. 1988, p. 10. 

13 	 Program II,Sec. 27 (Second paragraph), Phil. 
Medicare Act of 1969. 

14 	 Integrated I lealth Care Services, Inc. (Intercare) and 
PCI Management Consultants, Inc. Integrated 
Report: Eight DBIP-Financed Hospitals, January 1982. 

15 	The discussion below on Medicare suggests that 
Medicare contributes to this situation. 

61 



Alfiler, Ma. Concepcion 1989. Prepaid 
Managed Health Care: The Emergence of 
HealthMaintenanceOrganizationsas 
Alternative FinancingSchemes in thre 
Philippines. Unpublished Report for 
the Philippine Institute for 
Development Studies, IHIPP-88-A-01. 

Griffin, Charles C. 1992. Health Care in 
Asia. Washington: The World Bank. 

Griffin, Charles C. and Vicente Paqueo 
1985. "Description and Analysis of the 
Philippine Medical Care Plan." Chapel 
Hill, NC: Carolina Population Center. 

Griffin, Charles C. and Vicente Paqueo 
1987. "Distribution and Growth of the 
Public and Private Medical Sectors in 
the Philippines." Forthcoming in 
Kenneth Lee and Anne Mills (eds.). 
HealthEconomics Research in Developing 
Countries. 

Integrated Health Care Services, Inc. 
1987. Health CareFinancingin the 
Philippines:A Countril Study. For the 
Asian Development Bank, Manila, 
1987. 

Reyes, Edna and Oscar Picazo, 1989. 
Health Manpower Employnient and 
Productivityin the Philippines. 
Unpublished Report for the 
Philippine Institute for Development 
StudieF. 

Solon, Orville, Rhais M. Gamboa, J. Brad 
Schwartz, and Alejandro Herrin 1991. 
HealthSector Financingin the 
Philippines. Unpublished Report for 
USAID/Manila under Contract No. 
PDC-5929-1-00-0108-00. Research 
Triangle Institute, Research Triangle 
Park NC. 

The Private Medical Sector inthe Philippines 

63 



A discussion on the private sector 

in medical care cannot be com-
plete without an understanding 

of the regulatory framework under 
which the sector operates. Data for the 
study of the regulatory environment in 
the private medical care sector were 
compiled from existing laws and 
statutes as well as pertinent govern-ReguaItory ment regulations. Interviews withRegiulat,ory 	 government officials concerned and 
knowledgeable private individuals 
were conducted whenever further 
clarification was needed. 

The government regulatory 
framework for private sector participa-
tion in the health care sector is shaped 
by the following forms of legislation. 

1.Executive Order 119 vests 
regulatory functions in the Depart-
ment of Health (DOH). 

2. The requirements of the Hospital 
Licensure Act as well as Medicare ac-
creditation set down parameters for 
health care providers, 

3. Health care professionals are sub-
ject to professional regulations, 

4. Malpractice Regulations. 
5. Pharmaceutical firms have to fol-

low the Generic Law. 
6. Import restrictions affect the entry 

of inputs of the health care industry 
into the country, while the Omnibus 
Investments Code imposes a limit on 
foreign investments, 

The recently enacted Local Govern-
ment Code, while directly affecting the 
organization of the public health and 
hospitals delivery system alters the 
government regtlatory framework 
and is seen to have far-reaching in-
plications on the private sector, in so 
far as the latter are respOnsive to 
public sector reforms and local govern-
ment health initiatives. 

The discussion below provides an 
overview of the provisions of each of 
the pertaining laws and regulations. 

1. GOVERNMENT REGULATORY 
FRAMEWORK 

A. Executive Order (EO) 119 

Up until the finalization of the Depart-
ment of Health's reorganization plan 
under the new administration and in 
the spirit of the Local Government 
Code of 1991, Executive Order (EO) 
119 sets the regulatory role and func
tions of the Department of I lealth. Ex-
ecutive Order 119 reorganized the 
Department of lealth and its attached 
agencies in 1987. It also vested in the 
DOH the following three functions per-
tinent to regulation: 
ladminisler all laws, rules and regula-
tions in the field of health, including 

The Private Medical Sector inthe Philippines 

quarantine laws and food and drug 

safety laws; 
Iregulate the operation of and issue 
licenses and permits to government 
and private hospitals, clinics and dis
pensaries, laboratories, blood 
banks,drugstores and such other estab
lishments which by the nature of their 
functions are required to be regulated 
by the Department; 
*issue orders and regulations concern
ing the implementation of established 
health policies. 

More specifically, the unit in the 
Department directly involved in 
regulation is the Office for Standards 
and Regulation. Per Section 13 of the 
EO, the Office for Standards and 
Regulation, headed by a Deputy 
Secretary and supported by an Assis
tant Secretary shall include three 
bureaus and one national office. It is 
responsible for the formulation of 
regulatory policies and standards over 
the various areas of concern in the 
health sector. Implementation remains 
the general responsibility of the 
Department's regional field offices. 

The same bureaus are also respon
sible for providing the Secretary with 
current information on the status of 
these regulated areas of activity as well 
as a basis for preliminarily evaluating 
the efficiency of the Department's field 
offices in performing their regulatory 
functions. The same bureaus shall con
duct studies and research pertinent to 
their areas of responsibility. In certain 
instances the bureaus miy also per
form consultative, training, and ad
visory services to the practitioners and 
institutions in tile areas of regulated ac
tivity. These bureaus and national of
fice follow. 

Bureau of Research and Laboratories 
(BRL). The Bureau of Research and 
Laboratories develops and formulates 
plans, standards, and policies for the 
establishment and accreditation and 
licensing of laboratories, blood banks 
and entities handling biological 
products. It also provides consult
ative, training and advisory services to 
public and private laboratories; and 
conducts studies and research related 
to laboratory procedures and opera
tions. 

Bureau of Food and Drugs (BFAD). The 
Bureau of Food and Drugs acts as the 
policy formulation sector and monitor
ing arm of the Secretary on matters per
taining to foods, drug ., traditional 
medicines, cosmetics and household 
products containing hazardous sub
stances. It prescribes general stand
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ards and guidelines with respect to the 
veracity of nutritional and medicinal 
claims in the advertisement of food, 
drugs and cosmetics in the various 
media. It is also responsible for 
monitoring such advertisements and 
advising tihl)epart'nl t's field offices 
abtott offenses, 

The Bureau prioides coIinsulItative, 
training and advis rv .'rvicesIoall 
agencies aiL OirgaII i/,atIinsi lIOIed ill hospitals are required to ICem1onstrate 
food andi drug 11.111t,.LC uring Inid dis-
tributiton with rt'sptct t assUring 
safetV aid effi acv ftiOil aid dirtig 

i,
satfety niLsti-,res-, ,irid rtldin]ati'd to 
maintlaiit, cirpi (Its ~t-iIIV trainIId 

foolt] ttri- {ti
ild dtL lis 

- , 
firasin-


ilientto vrio'tic 111 OttiC'ts Of tilt 

l)el'artnicnt. 


Bureau of Licensing and Regulation. hleiBu reau tlI l sJii,tn.inttI uII,ltilt] R OI 

ftOriiituIIt's picitIs 11ndL'stii silh's the 
s,tlid ruds tlr the lit i'-I indglLl reguIla-
tiii ofthiispitils., (lis aidtlit-her 
lielti iRilitie's.It ''.tabiisiles stiid-
,ardstiit s'rvi' 1sth Ibasis iOfIutspet-
tiols 111d lIuit'II.,irL Piiiii'Lltdr'ot tilt' 
l)cpirtnuiits1 Ilil dittL's.It,1110 
prtiLIdls IirisltiUtivit', trauing4 and,iLIJd-
vistirv sirs ILi's itiiLi iit Cs ti ihIi' 
tiOiiLtItt utliici'isiilgl ,lil It'giitiih v 
I11 hti Cr 11i , (Iil!i,Ldll , lkt 110, t ,1l c s, 

tither heallh li lilti',5 


National Quarantine Office. I ie Natiuiii 
Qtli,Irll~lIl(t, >
( )l( ' 1th]i[tlIlt
M110 ] fdilll- t it' 1I me1dicl- I 
pIleinli'its (Iu,I-uinetI' l,1IN r,':.,li-., .111d1 
tinis. Itstilltli0lls illtiI stipi-

Vis ionllMCIri-Mpr Ot/ Oll LItt- C"Ill ', 


alieid illterliiligttiui p1i'tst i's.rP ,alnd 01 CI lllt'dik 11 ('\Jinli,litIil 
alkin, tor jimlllll 11I 1iir ,,l11 0,t. 


B. The Hospital Licensure Act and Medicare 
Accreditation 

lh,'I l spitll Iittil it,Att \\.,is 
p I,,s'L ( 1 C)] ')I )- It it' it 11I , ;. - tirted 
thleIieLOi'tVOf 111h spit i lt'I~ll 


l'illippiilt's and 1iltiori,'d thi (Itn 
Of Mldical ,tvlit's Ihs'l'rv'Istl' 
licensing~IgIIL\, 

Tlhei' I-iltisiltll illHlItIt t1L ill 
act takes the lit it aI Administrai-
tive t)rdt'r (AC ),pIsstdil lIl<S,iii-
titleitd "Rt'\isetd Roio's ilt l'llolliluis 
G(iVeriiillng the legl'tritiiin, iilte 

anid ) I till'(1gi I tillin 010t t i. \l i t ii i, hVt tirsntiR' I)Cti \ Ihd GIc~I
I'hlilippinv'. DI ~l 1'dtto 1IL'L llsi~h'lltCVv, ,]'h,un\11,ic en-

FitI!II')!, l I et' \I'diC,II %ciO,)]), ,n tilt'inthil t' tH ii Ad (l1;tl L'tids \ (nd~ 
tileIt'p,uhtil'lt OfiI Ic,ilhth t,,.\() 
Ves ts lit-l ngS11 wtg, r\" c-L 11d ulmih h rn 

tiOns in the ( ilti('for 'StallautsailLI 
Regulatiii at till' urtea illL.cninllg 
and Regulaition. 

No hospital, whither public or 
private, may operate without a proper 

and valid license issued by the Bureau. 
A license is defined as a formal 
authorization issued by the DOt I to a 
person, association, partnership, or cor-
poration to oper,ite and maintain a 
hospital including its ancillary Medical 
services, such as pharmacy, laboratory, 
radiology, ani other health SeTvices. It 
is renewed \ye,ri. 

As Irequirement to lice nsi ng, all 

cOiIpiIulic with tiletfOIio\iiig tetini-
cal stand ards: 
I1 .ers 11142 - aidIi ua t'staffilng by 

qti, litieLdaid triIIed ptersoninel With 
physiciaii s a1d pro ItL'ssiOInisI licensed 
il li r respectivc ficiLIhs aid 11V 
trained ntil-tessiiinils. 

"quipleiit,' istrtii'nt, - leC'ssir\' 

LiiLipieiitiistruni nt' ti iiLertake 
tilL' reuLiirtid ser'es."lIhVsiC,I kL -w \'e 6tilated
a ilitieS- ell , 

lit'gitelciai lt s,,te hospital bu iit-
ing sufficit it t ,itiliii at' its'.,ai l 
tivities. 

lie A) reqLiir's ai i vcriirg atithritv 
iir each hospital uoirgili/,ttiil. Thi; 
ItIltority' is responsibl' tr coII-tilt' 

diict iiftit' hiospittI "I.,i iillsttltiiil. 
It listrL'LIlirL's a wIll I1tu ii id Jl-
ili i'tr r,ttiir.il t r i 1 Oft 1 i 
t ,11dtsig Ilt to kd,' l tit, ic - . ~ dl Ld II P Ad ie 

'ricliig pIl\siciIs illtilt hiispit,il 
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C1i titrt' ri1s!t1ilit\' pati'nt C,i,A\IIO, 
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ry,
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\t'iic,II \t ii!iiv Sr\ice' (Anesthesia, 
(iliical I iitirt, Ritology . Oi-

i % 
\LdiciL Rcuori, M'dicil S-cial), iItl 
Nti"'ing. 

pI,tit'lt, FIlltttl .1t iitil,lirarmaicy, 

" i'rti,itv: ,dininistriti\,, (ii iicil, 
\li'idicalAit IllirV (Ait's'litsiI, 

as by bed capacity and ratio to number 
of beds. Equipment and instruments 
are identified according to required 
services of the category. Specific sec
tiions are giyen for the physical plant. 

Procedures, with corresponding

checklists, are given in thiet
AO for the
 
a pplicati in tioeIistrIlct t/e
pall / reniv,ItC a hiospiialI, a phlicatiin 
t1'ICOiinS to tOperatt ai1ew IIspita I, 
application fioir re it'e\,I t CiIse to 
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tion for ispectioii Of hi spit,Ilprior to 
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hospital. 

Medicare Accreditation.Ovier aiid above 
Citisur, hlspitiIs, phyxsicia ns anid
 

dentLiitstS
,r ,,sibj'ct tii anoithernl,11d ated classification: ,accre dlitation 

b\ tiL, . Cire CiomI'iilippin Xled ic,iI 
iC-siioi (I (I).AcR' lit,1iti is ani '\l 
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(i ,itL'uILItt ,1nt ,t,Istiiuir-u lt' , 1C,lcei Il 
strvic tiLIin~tilt' l'ulic,Ii' priigrami. 

iMVlldtut b\ I\ i I ntitl uclrtC (i'D)u 
1I;l' t. itcti,itiuil not ()Ill\t , saI a 
C Aiill,appro\'];it <l1 '()e nit rt,:.Certain 

'it'11nts O the priti' hii'altih cirL' 
dl'ivtire ',\'steill 0t k's tti d market that 
villPiV ft ilt' r.t Iesli 

Accreditation of Hospitals. The thrT pre
at I/, Liurdillit'. 1u1dstipr ist'lst,rCllli iti's 

tilt' illIt t,lI t, "itIll Il] U it,. d b , litI) 1 1I 
Lo i gii t"hiispitl Itccreditatiiu are:11 ~ II I t [t' duh ,11S~ h ; 

i i ti' A( )piIiLti
i'm\ IIIl

citl "itlllti tdtit'i til-'11ittIllod stalda t l\(iuji'l
hOf wlilevtthe~l(ll,I lll onf , illo,1 i'itioql'lsltoL,/titnof g2,,tir

11Iltiu d irvi h -tOVned ht.pit,|is
 

hiis ,nit'tllbIiii." L 'lipt isi'i s tilt'
Iajioritv fIkt'lliutd tlhehiospitils ill 

I'hilippiit, ,|idii
it ithia iltuiniliig pro

grIn tir hilspitll ILIniinistrltitll lnd
diicipliieli it,11itii1i'rs; 
it nIL stil di't,CbN Ini l t o itil illll 

" )
Opt'r,itIlm ilr Hiht[,]ittw\elv'e (12
 

.L',darv: .\iini.ti't, liicil, illlllhs prior to ICCrt'ditatiin. 

Thi't'iuitienlk tir accrteiitation 

generali 'bii ild (liithe reILtiirtnilents Oh 
tiC IktlW tilt t.. , prescribed 
nliniiinii piineI 1nd etqtiipItent, 

,indi a ipv iiLii' llti '.' t ilt 1)(11 liinisi 
jtol-liibe Lccreditt'Ll, tilt' illistIiispit,il 


SiI il IPeill I'L \'rilickti 1iitrlttlt, Ass.,istantI ( )ilicerProi n, ld Ih,,ilth 
'Ill ' 111 iLT.1:01- lie\\,iMVtI-'L'dit,ititmI 

,atcrt'dit.0til1,th1,hIOIPIt,II Also
IL~s 


The) soIr,in n1li 0\,InLA 0 l s,lt, the(ltchnic a l rt'- ,q1lb t its C,ishil1 dLuiltlt d linail
qti irt,'llits tillt'.iCii - cii stiti'ultll nts hit tie' past ver. Accategiory. I't'rsi;i 

rIe'tilt' 

tive,cliiIical 

ni' itt' iiteims lit,irimistra-


(nedti cii), ailt inursing by 
quallificatioii (t.g., percent profes-
siOial, licCnstd, or registered) Is well 

crt'ditatiiin is valid for two Yeirs and 
takes eiftcti pinii tt' Li t of appiOVa'I 
by tilt Aecreditation Committee oif 
I'MCC. 
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Accredited ho-,pitals must warrant the 

following: 

*its eligibility; 

*its compliance with Medicare law, its 

implementing rules and regulations, 

and Medicare administrative orders; 

'proper preparation and filing of 

Medicare claims; 

*safe, adequate, appropriate and stand-

ard medical care delivery; 

* maintenance ot systematic and ac-
curate records; 
' cooperation in aiin hospital inspec-
tion/ visitations/inveistigations. 

Accreditation may be denied in two 

cases: 

* new accreditation: where there is a 
saturation of accredited hospitals 
based on tilenation1al bed to popUla-
tion ratio or other standards as may be 
determined bv tile[))l 1;or the hospi-
tal does not satisfY tilecriteria for new 
accreditation, 
I renewal Ot accredittiolIn. where 
there is i prima ficie Cvidoce of viola-
tion of the law and NI CIiare rules and 
regulations. 

On the other hanid, it may be ter- 
ininatk'd tii to: 
.change Of owInership or Management 
of tilehospital; 
"change in location of the hospital; 
* violation of Metdicare rules and 
regulation or warranties, as recoin-
mended by the I learing Coi mit tee,ot 
l'MCC. 

Accreditation of Physicians and Dentists. 
The prerCiaisites for accreditation of 
physicians and dentists arc: 
* he/she must be dulv licensed to prac-

tice Ill the I'hili ppini's, 

' he/she intiit beta ijidber ii good
i 
standing if a iationial assomciatioiin o 
government ind privItlV-Vmpl <yted 
ph ysicians aid deint sts Whlose in101-
bership coniprisle ht, vithe,irit if 

licIensei phvs ,]all's ,lddiit ists illtei' 
I'hililppilies arii i itha progrii1iit Coil-
tinning nizeal i'icatimul imd dis-
ciplinit, if it',nlnbers,i 

Tit' rLqiirt'll'lItL,t mllsistfitcrtitia-
lions that tile prerttiuisitis ar' lit ,i 

Vweilas pav'n elt of illacc reditation 
fee. Specialists nlilit also submit a 
xeroxed i ipv ii Ct , trainingccrtilie 
or mienibership illispecia ltv socity 
AcCreditatiiii Is ipprtld by l'MUl("s 
Accredititioin ('1miiiinittei' anid is valid 
for aperiod flthree Vears. 

Warranties for miicil and deital 
practitioners cinsists of: 
*eligibility; 
*compliance with Medicare law, its ii-

plementing rules and regulations, and 
Medicare administrative orders; 
-proper conduct in terms of adherence 
to the Code of Ethics of the Medi-
cal/Dental Profession in the Philip-
pines ,and tileMedical Act of 1959; 
promotion and protection Of the 
Medicare Proigram; provision of safe, 
adequate, standilard and appropriate 
medical care; and charging of 
reasonable professional fees; 
*cooperation in any invcstigation/in-
spection/verification. 

C. The Local Government Code of 1991 

The Local Government Code, signed 
into law during the latter part of 1991, 
and fully ilplemented by December 
19912, transfers substantial manage-
ment and regulatory Junctions to local 
governments. In the health sector, the 
management, assets and personnel of 
all public hospitals, health centers and 
other basic health services are to be 
turniIed Over to the pro:incial and 
ti1u1nici pal go vernlienItS.The Depart-

Mnit if I IUalthI iin is lilmitCI
dO to a 
few rctainid hospita!s, largely the 
regional medical centers and specialty 
hlspitals. TheCOde traiisfornis tlie 
Il1epartment of I cIth from a largely 
service delivery agency to a policy InIL 
stanldard setting htid, prividing teci-
nicil support, administrative antI 
tinanic:alI support sctryicts to local 
tinits. Fhe central office itself will Lin-
dertake a rei rgpizatiton. initiallv, 
plins are for thie Mtrger of the Office 
of Standards and Regulation ivitli tile 
Office for I lospitals ard Facility Sir-
vices, 

At the provincial intd sub-provincial 
levels, local lialth boards will be con-
v'ened to provide over-all guidance to 
tile, Th11e health boardsIiciI ullits. iocal 
will he convinei with ptiublic and il 
private sectors, 
The private, mcdicAI sictor is tx-

pecteti tibht tiltefleet i) ivilltiOn 
in hfil l irWigways: 

I . inen slc !dicris',td cipetitl')ii 
depelLdlmg lpi1i1 the extent to which 
IcaI g ivi'rnIlleint s iise their une 
pi)iW,t 10 ,\priiit'%\' wav if filiid-
ilg anid a svs-11,1agilg their h altl 
ttnls, I.te. iUsiers harg's, enter into 
11,111aginl, iltci':trc ts with private 
groups, etc.; 

2. i\'spa itiiCI trictirig oppor
ttllitii's for IncaI firms as proc,ireii'nlet 
is laliid; 

3. increased patit'lt lIiai, albeit large-
ly non-paying, arisinig tle initialbreak-
iowl ill tile public referral network; 

4. higher taes is lcial Units ,arecx-
pected to introdu e tax neasures to 
augment local resources. 
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But the inmediate, short-term con
fusion arising from public health sec
tor reorganization is expected to be 
outweighed by a more efficient and 
responsive health delivery system en
gendered by decentralization. The 
strengthening of local government 
units is expected to redound to greater 
resources and power in tie local levels 
which will benefit all. 

D. Professional Regulation 

The health professions in the Philip
pines consist of nedicine and the al
lied fields of pharmacy, dentistry, nurs
ing, midwifery, medical technology, 
nutrition/dietetics, occupation
al/physical therapy, and optometry. 
These professions require licensure 
from the Professional Regulation Coi
mission (I'RC) prior to practice. 
Specific laws and subsequent amend
ments, including Codes of Ethics, 
govern professional practice. 

Doctors. Republic Act (RA) 2382, also 
known as ithi' Medical Act of 1959, 
with its subsequent amendments, deal 
with the standardiZtion and regula
lion OtMedical ectioIii in, the exanina
tion for registration of plysicians, and 
tilesupervision, control and regulation 
of tie practice of medicilIe inthe 
Philippines. Article Ill ot the amiended 
version states that Onie Ias to be at 
least 21 years of age to practice 
meiicinei inthe I'hilippi nes, has satis
factorily passed tile corresponding 
Board Examination, and is I holder of 
a valid Cirtificate of Registration duly 
issued him by th' le ioard of Medical EX
ainers. 

Doctors inthieI'lhiliIppi nes are 
bouind by a Code Of Medical Fthics 
that stati's that the prinary objective of 
te practice Of id iciie is service to 
mankind Irrespective of race, creed or 
political affiliation. II its practice, 
reward of finaincial gain Shild be a 
subiirdinate COnsideration. IP'hysicians 
have t ies towards,their patients, tile 
cimm1nuiitxV, their cOlli'agiies and 
profession,and allied IrOltssillnaLI,. 
RuIis arldiegulatitis governiing tie 
proper practice of iiiciieiii , and tile 
conduct if adiini straiive iilvestiga
tions were pri im i I gatCd ill1t0 by the 
Board 1t\It'diclI Fxi1niiLers. 

Pharmacists. RA 5)21 Ior ti l'ihrmacy 
Act, aid its sUIbseqit'unlt amleintetls, 
pr'ide fOr aiid govern: (aI)the stand
,irdi/ationand regyIlatiOll if pha r
illaceutic !educaitiin, Ib) the exalilia
lion for registration of graduates of 
schools of pharmacy, and (c)the super
vision, control, and regulation of the 
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practice of pharmacy in the Philip-
pines. A subsequent PD, PD 1863, con-
tained an amendment designed to give 
all Filipinos equal opportunities in the 
pursuit of the pharmacy profession 
and in the sale of medicine ,Ind drugs. 

Dentists. Te dental profession is regu-
l,ited by the Dental Law, RA .117ot 
1949, a,well as the Philippine DIentll 
Act of ltf):. The latthr prOvid, fo0r the 
(a) rgol tiin, cintrol and supervision 
of the practice of dentistry in the 
I'hilippines, (h)giving oft nILe,,ure cA-
aninations, iil ra , itLl 
denta ,chool-S tor rcgistration, (cf 
regulat ion ai ,taLiraiJiLatin oif LIen 
tal Cducation, (tt)pI)iztitiin and 
dVvlI )pnment (IfdLeItal res,,i Lh in the 
cilintr, aIitI (2) ,tipdatitn t penalties 
for intraction, iviolation,. 

,
IFresidt'tiLic I ha Vi aisibeen 
pridinViIIiig tr tilt' rihitfrifn in11d 
licensing ii L lnta priitlhitie 
ahboratoriin,, inLI reirlni.i, pri c-
titinIIer , ot dcnt itrv ti keep paLtient 
records. lIlt' dLtttistr\ pINttssion pl,l-
rices a CAide (It ltic.,wichL idlentilit's, 
as tileLititst'- printlry dut, prote,-
sional sir\itt t't t'lpl IIL 

til'hitippiiin 
Law was pasiti rtlg lifte 110,ird (t1l 
E\,ll1izier- fir Nrte'., down 

Nurses. Ilii h7'f, NtlsinIg 

olaving 

provi ,ix'niit rdirt nrigirng thois 

and ctit,'C,,a iLI pI 1ri'11 1 flilt e' 

aiii,tiiiiu aliI registratio1n of nurses. 

Nluirses lso llliiv a ( idt of Ethics, 

which stafi' that lit primr respii-nnii 

sibillit' Of nurses s fIiprit.'sl't' ]I(thil
i 
at all cts This, rt.,spiin.,ilv Ctcin mL-i 

passes prom ti It IIi i t',i th pri't' 
lion tit ess, 1illt',1it0ii if sI tring. 
and rt'stumr,itrfiou iof ]iti h ItW 

Midwives, lI arit'rigt, 1%xi \.'s itiLtt'd 

RA 2o-I 1,fli 'hilippiIni's 0iwitArv 
Law, VItit Ii dt'tuint', 1iludwihrv triiii-
iiig and pratlih i tutistitutiltlI. tilt' 
Board t1 \liItwit'r\ rI(rmlil,iI'td flilt' 
Code (it flts ir n1u:11it's tlhis, 

states t ltll hrti\ Of tilt'
itmti 

llidwiftrv prit'siill 1s tlrit ilii'ill-

bers to irl'iitLt'r rt'r\ v flitili t sh i ipi' 

of their It'!gilinlIlh,tintiu itsll, ia% i1 ill 
miind Hliti'irit litsn0, rtaIrdhft'SS if 
religion, siL ii or tkl itlit "titll, 

des eervert's ptc t i l ii li iii h vt'iniig 

Medical Technologists. RA 3,27 rt-liirt', 
the registratimn t nit'di1,i1 tt'clIIIio-
gists IitLdt-inti,t tir Prititt'. T Ili 
act his been ,IniL'iititLl b s,\cr,I prUSi-
dential decte,'with tio StCftiiinst rtI'pt,'L 
on1th' C itiiiciI til i cdictTIicCiihiig 
Education, qualifications of e\alinrs, 
defi nitio if il i Itechnoligist, ac-
creditation Of sciiooils, tc. 
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Allied Professions. Allied professions are 
also covered by their respective legisla-
tion: RA 768 for dental hygienists; RA 
1364 for sanitary engineers; RA 1998 
for optometrists; RA 2644 and PD 1286 
for nutritionists and dieticians; and RA 
5680 for physical and occupational 
therapists. 

E. Malpractice 

.ledical malpractice is ai act which 

violates tile
I lippocratic oath, the Code 
of Ethics and the rules and regulations 
tf the 'rifessionaI Regulation CoIn-
mission (IRC as well as existing laws 
and statutes. 
A medical practitioner who commits 

an act of inedicaI maIpracitice in av be 
subijct to disciplinary iction bv the 
l'RC'. Amiong thet'ldministrative s,InC-
t]i1in till,t ar' (ellestre,m ,1V be iiiiposeI 
warning, sseMSI iin front practice i r 

cancelton tllicense. I)ecisionsit 

tile IR( are appeaiahi' 1efiret the 

-V;,uIprunIe (uIIiirt 

If thiact iM'OlV's, civil ialbilitV, then 
the New (ivii( ode applies,. Aniiing 
the ilpirativ irticles incaLss t 

iiialpr ietiee at,: 
°Article It'N xvll\hiilprt\'s that tvt'rv 
pisuiNll 1iiiist, Il fit' IetiruhirnC t Ilis 
iitli,,,it \' give evi'rviolewitt tltIC, 

his dUtiarid aLt wt h hiliriety III giiod 
aifti; 
*Art icie 2ff whiCii prl\i-LIt' hit ani 
pirsIln \\tIii willitilly ir negligently 
causes,ltaiiags tii t1ithur shl ill-

thflt t,fir fur fle sante, 
°.'\rtiL I' 21 which priivids that any 
pi'rsiTir Wilo willill t.atises injury to 

11- Iit iilILr contrary t,otis-n)tlt,r ia 
ftill imriuiirilk '1,1,ll inden0 iit the lit-

i t 1i -anitI. 

ia hilit toi daitinagcs is provided for 
uiidt'r liOt' itliwing: 
* \ttual ir emnpt'IsitOr'V dam ges. 
.\rtit I 2111)prVidts that nr v biebg 
iifitLnti fur ciiiiipt'iislittln onl1V fr ic-
ttiit t1is1iiit1iir t1a1nagt's. 
* \hri Lhillugt'-. Article 2217 
tlitIt'S 110ir,l ddlliigt's, tii inciLutl 

pi Vsicii sti ttinig, iit' if at ,Iiguis I, 
fright, st'iiUS iII\t'tV, ht'snl ircli d 
rt'puhLuiut, lW01iihtit feelings, 11iira I 
shock, suicial hunmiliition and isintilar 

inijuris. l h tu ,g h i n kc henh,(pa 
pt'c iiL nairv ,upproi ion, it may be 
iiiipii'Ct it i i dinet rt'sitlt iiflie 
Lht'lnilit' ,uctiOi. 

littidjle d ,IIIinages>.Article 2220) 
define's this type if danil,igts as tihose 
arising ou t i viiolation oifa contraict 
betwteen two pu rtit'se.g., hospital anid 
patient), \ith either party liable for 
damages to thi' ither. 

Temperate or moderate dainages. 

Article 2224 defines this in terms of the
 
situation wherein the loss is proven
 

1 but the amount of loss is not. 
'Exemplary damages are imposed 
under Article 2229 to serve as an ex
ample for the public good to deter fur
ther violations of the law. 

When criminal liability is present, then
 
the Revised Penal Codie becomes
 
operative. The Code applies generally
 
in that it penalites criminal acts regard
less of the defendant's calling. The
 
defendant maV be meted a penalty of
 
imprisonment or fine or both.
 

F. The Generic Act 

RA 007; is a i act to promote, require
 
and entsure (te production ol an ade
quate supply, distribution, use, and ac
ceptince (t drugs and medicines iden
tified by their gineric names. [le law
 
,pici fies the follwing users, of generic
 
t rminohIgv:
 
*(;oeril-l ,t hliiaIt lCi'S aniid
I 
their persii,iiii a,well as other govern
n]et aglelcit's shill t'USe
gi'iTriC ter
niliiOg iir i't'tric lln- ill1lttrans
,ictiitis rL',ifLl to piurh1Iasing, prescrib
iiidiptning, arId ,llniiIStt'ring Of
 
drtlgs dIlmedliciies,.
 
*A1 iielda, dt'iitaltiiid veterinar\
 
practitiiiLrs, incltidiltg private prac
titiOnCrs, shall write prescriptiois
 
IISiig the gL'eWlii" "liL brand
ii,1111C. 


iiamie may be iletltLId it sO tLesired.
 
'Anv organiatiin ir iitolpanv in
volved infit' ,m ,tacttire,, importa
tion, repacking, marktfin g andl/or dis
tribution Outtris aliIL ieticiies ,shall
 
indicate promnineintl thfit't' eric 1in t'
 
of tilepr,ducl. Iltilt'
cisW of brand
 
tam111eprodticts, flit glt'Iri 11natt' shall
 
appear proiiniiienttvlidtlniiedialieh,

abiove te brind ii,llt ait product
ill 
labels ,tISwell as in ILItrlising and 
other proinolionil niltt'ri,its. 
°)ri itlets,t i rtjug,,tores, 
hiispital lindnin-tiospitil phitriacies 
and non-i-ratlitinlu iiuitt's such as so
permwrkets intl ,tirte, shill inorm 
an1%bt r ,ih ib t tityI llall other 
dri g pitiIiit , h.viilig tlt' Sint, 
generic n int', tigetIitr with thlii r cor
ruespOtlitg prices sii that fit hover 
mi.' leqtl,'l, exerciset, his Option. 

Tht ict tiik itticti filt LI,i vs ,ifler 
JanuarY 17, IQ)S whttn it was first ilub-
Iished ill ,i ajol puliC,ition. The pas
sage O tilt' x 'is oitrifvero ,u iglly Cwi 
idl, as it pittied fit 1)()l I with tile 

private drug miainut actuirers ind tile 

P hilippine C1'1i'IAsstciition. 
Ther' has bt'en nti t'ciiiiiilic evadlua

tion Made oil tle tect s tile law.ioi 
The national survey conLIcted does 
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not provide enough material for are made. Professional societies and the fact that not all 1-IMOs are mem
economic analysis. This is an area for industry groups are comprised of bers of this organization.
 
further work. It can examine the im- members who meet certain minimum There is a current effort at the legisla
pact of the generics law on prices, criteria and are guided by a code of tive level to provide a more formal
 
prescribing behavior, consumer ethic. Membership in these organiza- regulatory framework for liMOs.
 
demand for di ugs, industry practices, tions is voluntary and these organiza- Government regulations must ensure
 
including differences in performance tions operate from membership dues. financial soundness, accountability,

between foreign and domestic firms. Professional societies are known to and minimum operating practices to
 
C;eneric labelling was expected to provide continuing education tolmer- ensure quality, as well as look into ac
spawn fly-by-night operators. The ade- bers. creditation mechanisms, practices re
quacy of the regulatory framework can P,.'rhaps the more widely known or- lated to enrolment and pre-existing
be examined. ganization which considers self-regula- conditions and grievance procedures. 

tion as a serious policy option is the The extent to which self-regulation 
Association of IIMOs in the Philip- can be made truly operational among a 

2. SELF-REGULATION AMONG MEDICAL pines, Incorporated (Al IM(OPI). Estab- diverse group of health care organiza-
SECTOR GROUPS lished in I87, it )ttempts to unify all tions is unclear, But it is precisely iin 

I hM0 5 in thie countr' and to promote the inadequate response of govern-
Operating and ethical standards in an ment amidst this div'ersitv that self-

In addition to government regulations, industry which is not under the regulation becomes an Iiperative for 
hospitals, medical professionals and domain if any government regulatorry an industry%largely providing a public
other health care organizations are sub- body. I IN10 do not have pure in- service. Self-regulatiot operating 
ject to certain rules and guidelines, set suranci t.,,turi", theret ore, they are through a system of rewards and sanc
by professin.a st i tit's 0 nid associa- not within the juris diction of tlhi')tfic' tions can be made eiore meaningful if 
tiOns with which thiy ari aligned . Of the Insurance(t~nimmissioli (01(I). organ itations maintain up-to-date 
The channels for sLelt-rgl,tiO ,Vn They rceive a licens.e databases on their members and theirmay to operate froim 
be formal or intormal. Collegial the Secnrities and Fxchange Commis- practices, and linked with government
bodies priVide mi ire formal sion SEC0 only in so far as these firms information systems. n 
muchanisms on atfiliation, as strict are business entities. The Al IMO'l's 
entry criteria and testing rt'iluirements stance on self-regulation is limited by 
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his appendix shows the estimated gains in the private sector far out

change in numbers of public and stripped those in the public sector. 
private hospital beds, by province, This trend is somewhat disturbing in 

between 1983 and 1990. Because of dif- the context of the framework we haveAppendix 2 ficulty comparing the numbers by developed in the paper. Clearly tile 
hospital, it is not certain how reliable public sector has been substituting for 
these estimates are. 1Ulowever, they are private beds over the period.
based on a comparison of the Bureau The table also shows the percentage 
of Licensing's list for 1983 with that for share of beds and population in each 
1990, so it is as accurate as that list. province in 19)0. the beds ratio iiHospitals by lIf 
Overall, the public sector gained 108 divided into the population ratio, we 
hospitals and 7584 beds during the have an index of bed density relative 
period. The private sector lost 24 to population, ranging from 0 for no 
hospitals and 2906 beds. Inspection of beds to over I if the share of beds ex
the table reveals that the loss of private ceeds the share of population. Provin
beds and gain of public beds was wide- ces with the lowest ratios might merit 
ly distributed across the country. This targeting with public hospital construc
situation is in contrast with the ex- tion or incentives for private construc
perience between 1972 and 1983, when tion. 

Province Public Private Public Private Percent of Percent of Beds 
Hospital Hospital Beds, Beds, Beds Population Relative to 
Change Change Change Change 1990 Population 
83-90 83-90 83-90 83-90 Ratio 

Abra 1 3 -80 50 0.45 0.30 1.49 
Agusan del Norte -1 -3 -10 -162 0.95 0.77 1.24 
A usan del Sur 4 0 35 -30 0.42 .6 0.61 
Aklan 2 1 16 -10 0.41 0.63 0.66 
Albay 2 -1 44 -179 1.57 1.49 1.06 
Antjque 

I Aurora 
2 
0 

1-
0 

20 
0 

25--
0 

031 
0.08 

0.7046k__ 
0.23 0.36 

Basilan 2 _.. ... -1 50 -355 . 20 . 40 - 0.51 
Bataan -2 1 30 -82 0.61 0.70 0.88 
Batanes 0 0 0 0 0.12 0.02 4.84 
Bata as - - ...2 32 -5 .94 2.43 0.80-
Benut_ 1 __ -1 25 7 1.41 0.80 1.77 
Bohol 3 2 50 154 1.49 1.56 0.95 
Bukidnon _ -2 12 -20-. 243 1.05 .1.1.39 0.76 
Bulacan 1 3 12 -33 1.64 2.48 0.66 
Cagavan 3 -7 75 -140 1.02 1.37 0.75 
Camarines Norte - 0 -2 05 5. 42 0.64 .. 65 
Camarines Sur ___ 3 -7 245 -187 1.47 2.15 0.68 
Carniguin 0 25 .00 0.17 0.11 1.58 
Cpiz 0 __ -2 -5 -66 0.57 .. 0.96 0.59 
Catanduanes 
Cavite 

1 
-2 

0 
2 

55 
-.165- 59 . 15 - .90. 0.6. 

Cebu 9 -4 .. 1257 .. . .95 .3 .14. 
Davao del Norte -2 2 -9 241 1.69 1.74 0.97 
DavaodelSur -3 19 45 669 - 3.57 2.44 1.47 
Davao Oriental 1 -2 15 -16 0.40.65 0.61 
Eastern Sana r -- 3 0 - - 20 - 12 --~0.49 .54 54 .. 
lfugao 0 1 0 6 0.26 0.24 1.07 
Ilocos Norte 0 -4 -25 -212 0.62 0.76 0.82 
llocos Sur 1 5 -135 92 0.60---- -0.86 0.71 

Isabela 0 -5 
510 
0 

-loilo-155 
-72 

2.32 
0.96 

2.90 
1.70 

0.80 
0.56 

Kalinga-Apayao 1 -5 50 -59 
La Union ___ 0 1 -110 22 068 0.90 0.75 
Laguna -1 -4 -120 -130 1.62 2.25 0.72 
Lanao del Norte 1 -8 25 -185 0.74 1.01 0.73 
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Province Public Private Public Private Percent of Percent of Beds 
Hospital Hospital Beds, Beds, Beds Population Relative to 
Change Change Change Change 1990 Population 
83-90 83-90 83-90 83-90 Ratio 

Lanao del Sur 3 3 55 79 0.5 20.99 0.52 
Leyte 5 -1 460 -129 1.98 2.61 0.76 
Maguindanao 1 4 -140 56 0.52 1.25 0.42 
Marinduque 0 0 0 0 0.18 0.31 0.58 
Masbate
Metro Manila 

2 
2 

0
-49 -

25
2863 

53
-2426 

0.62
29.20 

0.99
13.12 

0.63
2.23 

Misamis Occidental -1 0 -75 73 1.38 0.70 1.97 
Misamnis riental_ 3 -4 140 -248 1.24 1.42 0.87 
Mountain Province 1 -1 25 -6 0.35 0.19 1.81 
Neqros Occidental 1 -4 125 -523 2.13 3.71 0.57 
Negros Oriental 0 -1 0 -147 0.85 1.52 0.56 
North Cotabato 2 36 170 644 1.66 1.26 1.32 
Northern Samnar 1 0 25 10 0.46 0.63 0.73 
Nueva Ecija 2 -3 105 .-5 .19 2.16 - - 0.55 
Nueva Vizcaya 1 -3 25 -54 0.38 0.50 0.77 
Occidental Mindoro 1 -8 -65 -131 - 0.18 0.46 0.39 
Oriental Mindoro 1 -3 20 -57 0.44 0.91 0.48 
Palawan 2 0 -35 20 0.41 0.87 0.47 
Pampana 0 -1 -15 -29 1.90 2.52 0.76 
PAnasinan 0 -8 -161 -237 1.77 3.32 0.53 
Quezon 2 -3 0 -49 1.95 2.26 0.87 
Quirin 1 -1 10 -25 0.19 0.19 1.02 
Rizal 6 38 920 831 3.01 1.61 1.87 
Romblon 
Samar --

2 
0 -

0 
-1 

20 
-5 

0 
-15 - -

0.32 
0.36 

J0.37 
0.88 

0.86 
0.41 

Siquior-------- 0 0 0 0 0.14 0.12 1.13 
Sors0gon 1 -4 -15 -72 0.57 0.86 0.66 
South Cotabato 3 - -5 55 -60 1.03 1.76 0.58 
Southern Leyte_
Sultan Kudarat 

0
2 

0
2 

-10
35 

48 
52 

0.50
0.77 

0.53
0.72 

0.94
1.07 

Sulu 8 -1 340 -40 0.53 0.77 0.68 
Surigaodel Norte 1 2 - 10 - -42 0.70 0.70 1_.00 .... 
Sur-go deiSur 0 -2 -5 -12 0.76 0.74 1.03 
Tarlac 0 -1 0 -19 0.74 1.41 0.52 
Tawi-Tawi 3 0 85 2 0.15 0.38 0.39 
Zambales -1 f025 -19 0.74 0.93 0.80 
Zamboanga del Note 1 1 -5 58 0.76 1.11 0.68 
Zamboanga dal Sur 8 0 620 17 1.97 2.54 0.78 

Total 108 . 7584 -2906 100.00 100.00 1.00 
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A d 3ppenix 

Province 

Abra 

Agusan del Norte 

Agusan del Sur 

Aklan 

Albay 

Antique 

Aurora 

Basilan 

Bataan 

Batanes 

Batangas 

Benguet 


Bukidnon 
Bulacan. 
Cagayan 
Camarines Norte 
Camarines Sur 
Cam iin 
Ci 
Catanduanes 
Cavite 
Cebu 
Da1vao eINorte .............. 
Davao del Sur 
Davao Oriental 
Eastern Samar 
Ifugao 
Ilocos Norte 

____sSu 
Iloilo 

Isabela 
Kaling pyao 
La Union 
Laguna .. .. 
Lanao del Norte 
Lanao del Sur 
Leyte 
Maguindanao 
Marinduque 
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his appendix shows the value of shows the ratio of claim value to 

Social Security System (SSS) reim- population in each province and can 
bursements to hospitals under the be interpreted just like the similar ratio

Medicare program in 1990. These data in Appendix 2. A ratio greater than I 
were supplied by SSS and represent means that the province receives a 
only that share of total payments ac- greater proportion of payment than its 
counted for by SSS. Because GSIS proportion of the population.
records are not computerized, they 
could not be included in the total. The 
first column shows the number of 
claims per province and the second,
 
the value of those claims (in pesos).

The third column shows the average

value of a claim. The last column
 

Number Value Value Percent Percent Value 
of SSS of SSS Per of of to 
Claims Claims Claim Value Population Population
1990 1990 Ratio 

1,019 467,225 459 0.13% 0.30% 0.44 
15,378 6,846,906 445 1.94% 0.77% 2.54 
4,836 1,772,179 366 0.50% 0.69% 0.73 
992 523,491 528 0.15% 0.63% 0.24 
12,078 5,677,954 470 1.61% 1.49% 1.08 
779 384,342 493 0.11% 0.67% 0.16 
159 48,279 304 0. 0%7c 0.23% 0.06 
4,933 _. 2,286,939 - 464 0.65% ... 0.4) - - 1.6-2 
2,165 1,625,693 751 0.46% 0.70, 0.66 
13 5,788- 445 - 0.00% 0.02% 0.07 
9,252 6,421,023 694 1.82% 2.43 0.75 
3,295 2,368,917 719 0.67% 0.80Q 0.84 

Bohol 22,080 10,546,560 478 .99__---- --.2 L567 1.92 
37,659 16,197,076 430 4.59%__ 1.39% 3.31 
3,792 2,353,726 621 0.67" 2.48, 0.27 
562 -291,727 5 .0 81 1.37% 0.06 
3,246 2,344,120 722 0.66% 0.64i, 1.03 
5,385 ..... 2,8_23,820 524 0.80 2.15i4 0.37 
116 56,507 48-7 ... 0.0217 6. -_ 010.15
2,02 1,355,043 654 0.38% 0.96% 0.40 
269 173,677 646 0.05( 0.31 0.16 
2,560 2,303,287 900 0.65" 1.90% 0.34 
23,272 20,860,557 896 5.92Q' 4.35% 1.36 
34 510 15,112-2,180-438 1...... . 474_29/ _74% 
79,068 40,048,358 507 11.36% 2.44% 4.66 
2,144 906,952 423 026 0.65% 0.40 
2,129 1,215,017 571 034% 0.54% 0.64 
26 14,094 542 0.00% 0.24% 0.02 
260 103,529 398 0.03% 0.76% 0.04 

-417,1104 -- 16 R.978 -- 426 0.12%7-- ___ 0.4 
6,024 5,646,993 937 1.60% 2.90% 0.55 
981 434,571 443 0.12% 1.70%7, 0.07 
348 - 146,878 422 0.04- 0.35% 0.12 
1,112 698,542 628 0.20% 0.9% (1.22 
13,12 . 8,873,741---- -72; - 2.25% . .1.12 ..... 
11,020 6,961,757 632 1.97% 1.01% 1.95 
4,787 1,749,354 365 0.50% 0.99% 0.50 _ 

. 3,615 2,294,760 635 .65% 2.61 . 0.25
2,968 1,368,017 461 0.39% 1.25% 0.31 
1,858 751,981 405 0.21% 0.31% 0.70 
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Province Number Value Value Percent Percent Value 
of SSS of SSS Per of of to 
Claims Vlaims Claim Value Population Population 
1990 1990 Ratio 

Masbate 4,643 2,400,752 - 517 0.68% 0.99% 0.69 
Metro Manila 38,491 42,362,164 1101 12.02% 13.12% 0.92 
Misamis Occidental 21,555 9,272,735 430 2.63% 0.70% 3.77 
Misamis Oriental 11,526 7,043,005 611 2.00% 1.42% 1.40 
Mountain Province 139 58,576 421 0.02% 0.19% 0.09 
NesOccdetal ... 32,032 22,773,341 711 6.46% 3.71% 1.74 
Negros Oriental 3,824 2,763,582 723 0. 152 . 0. 51-
North Cotabato 11,652 5,414,825 465 1.5417,, 1.26% 1.22 
Northern Snna ... 166. 80,267- 4 0.02 .63 . 04 
Nueva Ecija .. 1,170 1,:167,727 998 0.33% 2.16% 0.15 
Nueva Vizcava _ 172 91,345 531 0.03% 0.50% 0.05 
Occidental Mindoro 712 307,799 432 0.09, 0.46% 0.19 
Oriental Mindoro 1,554 747,891 481 0.217 0.91% 0.23 
Palawa- 20 84,990-- 419 0.02% 0. 87% - .03--
Pan ,ag . 8,093 7,890,698 975 2.2417, 2.52% 0.89 
Pangasinan .. 
Quezon 

4,829 
34,336 

3,424,788 
21,233,919 

709 
618 

. . 0.977, 
6.02% 

3.327, 
2.26% 

0.29 
2.67 

Quirino 12 4,174 348 0.00% 0.19% 0.01 
Rizal 15,295 10,364,977 678 2.94% 1.61% 1.82 
Romblon .. -.. .... 1 110 110 0../ - 7% - -0-.00 
Samar 327 162,564 497 0.05% 0.88% 0.05 
Siquijor 118 70,566 598 0.02% 0.12% 0.16 
Sorsogon 2,042 968,839 474 0.2 7, 0.86% 0.32 
South Cotabato 11,028 6,800,381 617 1.93% 1.76% 1.09 
Southern LeN'te 2,269 1,9,671 .. 4-49 - 0..297 .0_537, ..- -0.55. 
Sultan Kudarat 25,725 7,695,616 299 2.18% 0.72% 3.04 
Sulu 18 718 8 401 0.007, 0.77% 0.00 
Surigao del Norte 2,443 9958,056 .392 277 -..... 0.7 - 0.-39. . 
_Su ,aodelSur 18,251 8,421,217 461 2.39(k 0.74%, 3.21 
Tarlac 5,472 4,629,958 846 1.31% 1.41 % 0.93 
Tai-Tavi .. 11 ---- 3,464 -.. 315 0..0 -0387, 0.00 
Zambales 5,023 3,395,448 676 0.96% 0.93% 1.04 
ZamboangdelNorte 3,245 1,443,611 445 0.41% 1.11% 0.37 
Zamboanga del Sur 9,673 5,022,680 519 1.42% 2.54% 0.56 

Total 596,912 352,565,618 591 100.00% 100.00% 1.00 
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