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EXECUTIVE SUMMARY

In May 1994, the Promoting Financid Investments and Transfers (PROFIT) Project, funded by
the U.S. Agency for Internationd Development’s Office of Population (USAID/G/PHN/POP),
collaborated with PhilanCare, a loca health maintenance organization (HMO), to establish a hedth
insurance plan in the Philippines. The unique fegture of the plan wasthat it targeted lower-incomefamilies,
withaparticular emphasison thosein theinforma sector of the population, who were not currently covered
by socid security benefits. In addition, the plan included family planning benefits, which existing hedlth
insurance plans in the Philippines did not. The subproject was desgned and implemented in order to:

# increase access to heath care services among underserved segments of the population, particularly
low-income individuals and those in the informa sector of the economy who were not covered by
Medicare (the socid security system)

# provide the plan a a cost lower than that of exigting plans through the use of a managed care
system, capitated payments, and a single service ddivery Ste (a contracting hospital)

# include family planning benefits as part of the hedth care plan.

PROFIT assgsed PhilanCare in desgning the hedth insurance plan and provided funds to
underwrite the risks associated with launching the plan. PhilamCare took responsibility for managing the
day-to-day operations. In addition, PROFIT offered technica assistance to the contracting hospitals in
managed care principles and in providing family planning services. The agreement with Philamcare wasto
launchthe plan on apilot basis. These pilotswerelaunched in thetwo Philippine cities of Manilaand Cebu.
This report describes the subproject’s activities from its inception in May 1994 until its termination in
December 1996.

During the first year of the subproject, PhilamCare focused on establishing accounting, sdes, and
collection systems for the plan. Contracting hospitals were recruited, and managed care training was
provided. The subproject ran into difficulty during the first year in severd areas, indluding identifying a
contracting hospita in Manilathat waswilling to participate in the plan, retaining asales saff, and marketing
to anew client base, the informa sector. In addition, an unexpectedly high number of enrollees alowed
their coverage to lgpse. As a result of these difficulties, sales only reached 1,403 members, far below
projections.
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Inthe second year, the day-to-day operations of the plan improved. A manager was hired whose
time was dedicated exclusvely to the plan, and agreements were signed with new participating hospitals.
Nonetheless, the plan continued to face difficulties in meeting sales targets. In its last year, May 1996 —
December 1996, adecision was made by the Philamcare Board that, because PROFI T could not continue
to underwrite the plan, the plan would be discontinued unless it could reach a break-even enrollment of
gpproximately 4,000 members by the end of the year.

By December 1996, the plan had only just over 2,000 enrollees, and it wastherefore discontinued.
Nonethdless, Philamcare is consdering ways to re-launch a plan targeted to lower-income families.

This subproject confirmed that thereis demand for hedth insurance among low-incomeindividuas
intheinformal sector. To succeed, future projects of thiskind will need to control recruitment costs, target
dient groups rather than individuas, and reduce drop-outs. Moreover, motivating consumers to use the
family planning benefits under ahedlth plan requires educating them about the importance of family planning.
It also requires understanding the reasons why some consumers use government facilities in order to
uncover potentia motivationsfor them to shift to designated private providers. These and other lessonsare
described in this report.



INTRODUCTION

The Promoating Financid Investment and Transfers (PROFIT) Project isfunded by the U.S. Agency
for Internationa Development’ s Office of Population (USAID/G/PHN/POP). PROFIT was designed to
mohilize resources of the for-profit commercia sector for family planning objectives. In the Philippines,
PROFIT established, together with PhilamCare, aloca health maintenance organization (HMO), ahedth
insurance plan that included family planning benefits targeted to the informal sector of the population. The
subproject was launched in May 1994. This report describes the subproject over the full time period that
the project was implemented (May 1994-December 1996).

A. Brief Description of the Plan

PhilamCare, together with PROFIT, agreed to launch a new, low-cost hedlth care plan, cdled
“HedthSaver,” to provide sarvicesfor those with no forma employment. Theseindividuds, who generaly
have low incomes, had not previoudy been targeted by commercia insurance companies. This population
asowas ot generally enrolled in the government-sponsored M edicare system because paymentsinto that
system are typicaly made through employers.

In 1994 when PROFIT and PhilamCare began working together, PhilamCare was the leading
HMO inthe Philippines. It served over 100,000 hedlth care plan enrollees, mostly group enrollees, through
three hedlth care plans offered at various price levels. Prior to the launch of the PROFIT sponsored low-
cost hedth plan, dl PhilamCare plans were targeted to “forma sector” workers and their employers. At
the time, Philamcarestraditiond plans provided outpatient benefitsa PhilamCare sown clinics, employing
agaff modd HMO, with PhilamCare physiciansand nurses serving as gatekeepers. For inpatient services,
PhilamCare contracted on a fee-for-service basis with alarge network of hospitals and specidty doctors
throughout the country. Thelow-cost hedlth plan on the other hand, was designed asamanaged care plan,
with a capitation fee paid to set hospitas to provideal in and out-patient care. The purpose being to keep
the cost of services down and the price of the plan low, so that the lower income individua/families, could
afford to purchase the plan.

The plan was launched on apilot basisin Manilaand Cebu in May 1994, with amonthly premium
of 80 pesos ($2.86) per covered individua. In comparison, the most affordable of the three plans
previoudy sold by PhilamCare was the Pearl Plan, which had a premium of P170 (or roughly $6) per
month. The cost of the LCHP was lowered by:
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limiting “sophisticated” diagnostic testing and tertiary care
placing an annua cap on benefits (p15,000 per year, or gpproximately $536 in 1994)
limiting the provision of benefits to asingle contracting hospitd.

On the other hand, HedthSaver offered family planning benefits, which the existing plans did not,

and provided carefor newborns at age 16 days versus at age 6 months under existing plans. Thepilot plan
was launched in two cities. Manila and Cebu. The gods of the plan were to:

#

increase access to hedth care services by underserved segments of the population, particularly
low-income individuas and those in the informal sector of the economy who were not covered by
Medicare (the socid security system)

provide hedlth coverage at a price lower than that of existing plans through the use of a managed
care system, capitated payments, and a single service ddivery Ste (a contracting hospital)

indude family planning benefits

PROFIT’s Role and Participation

PROFIT provided:
technica assstance to PhilanCare to design the plan
funds to underwrite the risks associated with launching the plan

funding to provide technical assistance to the contracting hospitas in implementing managed care
principles

family planning assstance (training and basic equipment) to the contracting hospitas.

PROFI T’ sfunding included $150,000 for underwriting therisk of launching the plansand $29,000

for technica assstance.
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C. Summary of Pre-Implementation Baseline Information

The ideaof alow-cost hedlth care plan wasfirgt introduced as part of afeasibility study conducted
in 1991 by Arthur Andersen (Philippines) for John Snow, Inc. (JSI) under the USAID—funded Enterprise
Program.* The product model was PhilamCare's Pearl Plan, which featured both inpatient and outpatient
sarvices for a proposed target market of 280 vendors and their 1,050 dependents. Although the plan’s
financid feaghility was not consdered to be encouraging, the market was deemed “too attractive to
abandon.” Moreover, the study suggested that an HMO could enter the market through a test marketing
activity. The project wasre-initiated by PROFIT in collaboration with PhilamCare. Asafirst sep, PROFIT
hired a consultant to develop enrollment projections, outline a service delivery package, recommend
contracting hospitals, and devise a system to keep costs low.?

PROFT consdered the following factors in developing the low-cost hedlth care plan:
Philamcare sinditutiona capacity and commitment to testing a new health insurance model
the low leve of hospitd utilization in the Philippines

out-of pocket expenditures on health care, which comprised 54 percent of dl private hedth care
expenditures

# Medicare coverage, which included 45 percent of the population (mostly workers in the forma
sector) and financed less than 9 percent of total hedlth care expenditures

# the prevaence of private hedth insurance, which financed less than 2 percent of total hedth care
spending

# contraceptive prevaence rates, which were relaively low, with about 25 percent of married
women in union using modern methods®

# current sources for family planning services, which conssted overwhemingly of public sector
outlets (providing 71 percent of al services)

# USAID/Manila sinterest in supporting new hedth financing initistives.

! Feasibility of Moving Health Manpower and Family Planning Services to Underserved Areas through
Private Sector Initiatives (Arlington, VA: John Snow, Inc., 1991).

2 Hopkins Holmberg, Preliminary Feasibility of PhilamCare’s Proposed Low Cost Health Plan (Arlington,
VA: PROFIT Project, September 1993).

3 Philippines National Demographic Survey (Manila: National Statistics Office; and Columbia MD: Macro
International Inc., 1993).
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D. Evolution of the Subproject

Contracting Hospitals

A key fegture of the HealthSaver plan wasthe role of the contracting hospitas. PhilamCarerelied
onthe cagpacity of asinglefacility in each city to provide dl the benefits guaranteed by the plan. Moreover,
enrolleeswere required to chose onefacility to providedl their care. Thisversion of the capitation scheme
involved implicit and interdependent prerequisites.

# PhilamCare needed a reputable hospita in order to successfully market and sl the plan.

# PhilamCare needed to guarantee a high enough volume or level of sdesto make it atractive for
the hospital to accept the capitation payments.

# The hospita needed to understand and be able to implement amanaged care sysem within the cost
Structure permitted under the capitation payments.

PhilamCare launched HedthSaver in two locations, the metropolitan areas of Manila and Cebu,
and proposed using the following contracting hospitals:

# Sacred Heart Hospital (SHH) in Cebu
# Metro Cebu Community Hospitd (MCCH)
# Medica Center Manila(MCM)

BothMetro Cebu Community Hospital and Medica Center Manilawere consdered to have good
reputations and had been contracted by PhilamCare on a fee-for-service basis to provide services for
PhilamCare sather plans. PhilamCare' sexigting relationship with these hospita swas expected to hep them
better manage the operations of HedthSaver. Sacred Heart Hospital was introduced to PhilamCare by
PROFIT. SHH was ateaching hospita and did not have as strong a reputation for patient service as the
other two proposed hospitals. PhilamCare agreed to add SHH as a contracting hospital in Cebu because
of its strong family planning orientation. PhilamCare aso was interested in seeing which of the two Cebu
hospitals would be more appedling to the target market.

Manila
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PhilamCare was unable to reach aforma agreement with MCM in Manila during the entire first
year of the HedthSaver pilot plan. MCM was hesitant to contract with the plan because of concerns that
the capitation payments would be insufficient to cover its cods a the initidly low enrollment levels.
PhilamCare could not sl the plan in Manila without a contracting hospital, and MCM refused to provide
the services until PhilamCare could guarantee a minimum enrollment leve.

To help persuade MCM to enter aforma agreement, PhilamCare hired an independent actuary
to conduct an assessment of the financia implications of HedthSaver for MCM. The consultant reported
that even with conservative scenarios, the capitation fee of P45 ($1.60) per month per enrollee was
auffident to cover the costs of providing the HedthSaver benefits. Nevertheless, the consultant
acknowledged that there were legitimate risks for the hospital. MCM remained unwilling to participatein
the plan on a capitation basis.

Despiteitsinability to contract ahospitd in Manila, PhilamCare was able to sall over 400 plansin
Manila during the first year. PhilamCare offered aservice delivery schemethat used PhilamCare sexigting
ddivery structure — providing outpatient benefits at its own clinics and contracting with hospitals as
needed, on afee-for service bags, for inpatient services. Thisarrangement served asashort-term solution,
but it did not serve PhilamCare's god of moving to a capitated HMO modd that shifted financia
respongbility for patientsto adesignated provider. Moreover, it made provision of family planning services
difficult, because the PhilamCare board, which was comprised of conservative Catholics, refused to alow
family planning services to be provided on PhilamCare' s premises.

During the second year, PhilamCare entered into an agreement with Mary Johnston Hospital
(MJH), aprivate hospita located in the Tondo section of Manila From PROFI T’ s standpoint, MJH was
an ided provider for three reasons.

# MJH was awidey recognized provider of family planning services in Manilalocated adjacent to
and dffiliated with the Fertility Care Center, a USAID—supported family planning training and
svice ste.

Tondo is alower-income area, with a population made up mostly of informal sector workers.

Tondo isaresidentia areaand therefore could service families, whereas MCM was located in an
area predominated by office buildings and therefore encouraged enrollees to choose individua
rather than family coverage.

Cebu

The plan was launched in Cebu using two hospitals that had agreed to the capitation payment,
Sacred Heart Hospital (SHH) and Metro Cebu Community Hospital (MCCH). However, because SHH
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did not have as strong a reputation as M CCH, PhilamCare had amore difficult time marketing the hospital
as achoicefor the plan. Before the end of the firgt year, PhilamCare had discontinued its agreement with
SHH dueto low enrollment levels

The plan’s sdeslevesin Cebu were nearly double those in Manila, which PhilamCare attributed
primarily to the reputation of MCCH. However, MCCH had difficulties implementing the plan, primarily
because of disagreements among its medical and adminidirative staffs over ingtituting a managed care
system. In particular, MCCH'’ s medicd staff was unwilling to yield to the terms and conditions necessary
to implement a managed care scheme, i.e, limiting servicesto accommodate cost congtraints. By the end
of the first year, MCCH completely refused to continue to provide the services for HedthSaver on a
capitation basis. In July 1995, PhilamCare therefore negotiated with another hospital, St. Vincent, to be
the contracting hospita in Cebu. S. Vincent Genera Hospital had agood reputation in the community and
had recently been accredited by the Department of Headlth asa“tertiary hospitd.” Moreover, &. Vincent
specidized in reproductive hedlth care and had awel I-known Reproductive Hedl th Center, which had been
built with the support of the Johns Hopkins Program for International Education in Reproductive Hedlth
(HPIEGO, formerly the Johns Hopkins Program for Internationd Education in Gynecology and
Obstetrics).

Sales Performance/Enrollment

PhilamCare set ambitious enrollment targets for the first year of the HedthSaver pilot: 4,500 new
membersat each Site, for atota of 9,000 new membersduring thefirst year. Thistrandated into an average
of roughly 375 new enrollees per monthin each city. In comparison, PhilamCare had atotd enrollment of
100,000 members from its exigting plans, of which al but 2,500 were part of group accounts.

PhilamCare submitted enrollment statistics and datato PROFIT on amonthly basis. At the end of
the firgt year (June 1995), HedthSaver had 1,403 enrollees (534 in Manila and 869 in Cebu). This
trand ated into an average enrollment of roughly 215 new members per month. Early increasesin enrollment
were |ater offset by the fact that large numbers of enrollees alowed ther coverage to lapse. By the fifth
month (November 1994), PhilamCare started to experience aleve of drop-outs that often exceeded the
number of new enrollees. The result was that total membership increased at a very dow rate — roughly
5 percent amonth. By the end of the first year (June 1995), PhilamCare had achieved only 16 percent of
itsorigina enrollment target.

During the second year, enrollment remained stagnant a approximately 1,500 enrollees, while
PhilamCare negotiated with new contracting hospitals. Soon after agreements were reached with both new
hospitds (MJH and St. Vincent) during the last quarter of 1995, enrollment levels increased. By the end
of the second year (June 1996), enrollment had reached 1,986 (905 in Manilaand 1,081 in Cebu). The

6
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effort to attract new enrollees was helped significantly by the recruitment of afull-time project manager for
the plan in February 1996. Nonethdless, drop-outs continue to offset the gains from the new enrollment
efforts.

Sales continued to grow dowly in year three, reaching apeak in October 1996 at 2,153. Sincethe
plan could not reach a bresk-even level of enroliment, which was estimated at gpproximately 4,000
members, before PROFI T’ s funds to underwrite the program were depleted, the Philamcare board of
directors made the decision to hdt the program, serving existing members but discontinuing effortsto recruit
new members. PROFIT’ s formd reationship with Philamcare wasterminated in December 1996 (except
for evauation purposes).



ACHIEVEMENT OF SUBPROJECT GOALS

A. Summary of Goals and Data Collection Methods

The evauation objectives for the HedthSaver plan reflected the subproject’s hedth finance,
primary hedth care, and family planning service delivery objectives.

Input Goals

The input gods of the subproject were to provide:
# managed care training to the contracting hospitas

# family planning technicd assstance to the contracting hospitals.

Short-Term Goals

The short-term goals of the subproject were to:
# launch the HedlthSaver plan in both Manilaand Cebu City

# provide the informa sector and/or low-income segments of the populaion with access to
affordable hedlth services

# contract on a capitation basis with hospitals to provide the services covered by the plan

# test the financid viability of the capitation agreement.

Long-Term Goals
The long-term goals of the subproject were to:
increase the availability of family planning services in the private sector
shift users of family planning services from the public sector to the private sector

sustain operations of the plan beyond the end of the subproject.

8



Final Evaluation Report: PhilamCare Low-Cost Health Plan (Philippines)

Three data collection efforts were undertaken to address the evaluation objectives:

A basdine survey was conducted with a sample group of 269 plan members to obtain
demographic characterigtics, contraceptive practices, health status, and hedth-seeking behavior.
The data was collected for the period July-December 1995 for Cebu, and for July

A cost and utilization survey was conducted using the contracting hospital recordsto determinethe

costs of services provided to HealthSaver members and to track changes in patterns of care

received by enrollees. Costs were compared with capitation payments to determine the profit or
loss for the hospital. The report covered those enrolled in the plan for at least one year as of

agents to understand consumers' interest in and satisfaction with the plan.

These datawere augmented by the monthly enrollment and financid reports submitted by Philam-

Table I1-1 shows the input gods, indicators, data sources, and results.

#
1995-November 1996 for Manila
#
February/March 1996.
#
Care.
B. Inputs

hospitals

PhilamCare for the plan.

Table II-1
Inputs
Measurable Indicator Source of
Goal . Status
(Target) Information
To provide managed care |Managed care training is providedPtalamCare Managed care training W[]rs
training for contracting all hospitals that contract with [correspondence conducted at all contrac

hospitals.

To provide family planning
technical assistance to
contracting hospitals

Family planning technical

assistance is provided to contrag
hospitals that need assistance.

PROFIT situation
Bamglysis

Assistance was provided
to MJH (Manila).

Between January 1995 and July 1996, datawas collected using HedthSaver sdles and collection

ng
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PhilamCare gaff members conducted managed caretraining & dl contracting hospitals. Thetraining
course covered the features of a managed care system and reviewed procedures and techniquesto help
enaure the qudity of services and control utilization. Training was provided to primary care physiciansin
the outpatient clinics and to nurses, hospital administrators, and emergency room personnd in the hospitd.
The course was conducted over two days.

In February and March 1996, a family planning needs assessment was conducted at the two
participating hospitd's, Mary Johnston in Manilaand St. Vincent in Cebu. The assessment used asmplified
Stuationd analysis and found that St. Vincent met dl criteria of an appropriate service ddivery dte.
However, Mary Johnston, which had closed the Fertility Care Center due to a dispute within the
management, lacked supplies, equipment, trained staff, and information, education, and communications
(IEC) materids. Assstance was provided to Mary Johnston to address dl these areas of need.

C. Short-Term Outcomes

Table I1-2 shows the short-term gods, indicators, data sources, and results.

10
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Manila and Cebu

Number of separate
departments established at
PhilamCare (1)

Table II-2
Short-Term Outcomes
Measurable Indicator Source of
Goal . Outcomes
(Target) Information
To launch the C Number of HealthSaver salds PhilamCare A separate department
HealthSaver plan in force hired and trained (36) | correspondence was established at

PhilamCare for
Healthsaver; a separate
sales force was hired
@an.

To provide informal

segments of the
population with acces
to affordable health
services through the
plan

sector or lower-incomeg

P

C

C

Enroliment targets: 4,500 in
year 1; 6,000 in year 2; and
6,000 in year 3

Drop-out rate targets: <50
percent in year 1;

25 percent in year 2; and 2(
percent in year 3

Number of enrollees from
lower-income population
segments and/or the inform
sector

C PhilamCare monthly
enrollment reports

C PhilamCare enroliment
forms and baseline
survey forms from DRTI
Consultancy Inc.
(Philippines)

Al

C Enrollment reached
1,403 at end of the y¢
1, and 1,986 at end of
year 2.

C Drop-out rates were
higher than projected
in both years.

C A majority of enrolleeg
were from the target
market.

To contract with
hospitals to provide
benefits of the plan

Number of hospitals contracte
utilizing full capitation model (
in Cebu and 1 in Manila)

dSigned legal agreements
1 with hospitals

Legal agreements were
signhed with MJH in
Manila and with SHH,
MCCH, and St. Vincent
in Cebu.

To test the financial
viability of capitation
agreement with
contracting hospitals

Costs at the hospitals to be
maintained (e.g., within

capitation fee and with at leag

7 percent profit margin)

C DRTI hospital utilization
survey forms
t @ PhilamCare hospital co
data

In all cases, profits
exceeded the 7 percent
sttarget margin.

Staffing

PhilamCare had difficulty recruiting ses agents for HedthSaver, in part because the agents were
not given the same employment contract as permanent PhilamCare staff members. Moreover, commissons
were based on sdes, and Hed thSaver was sold on anindividud basisand at alower premium than existing
plans, which decreased the agents' total compensation. In addition, sdlesagentsweredifficult toretain. This
was particularly true in Manila, where sdeswere low.

11
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The training and choice of saes agents was considered to be very important to the success of the
HedthSaver product. Since the target market was a lower socioeconomic group, it was important to
educate potential consumers about the advantages of setting aside money to cover apotentiad futureillness.
The sdlesmanager recruited in year two felt that the sles agentsinvolved in this program should have been
better prepared to serve as change agents, in the mode of community organizers.

Another problem wasthat poor training and high turnover left many salesagentsunfamiliar with the
benefits of the plan. As aresult, few sdes agents discussed the family planning benefits.

Enrollment Targets

Sdles did not reach target levels in ether of the first two years. The primary reasons were the
inability to finalize agreements with contracting hospitas, the difficulty of recruiting sales aff, and the
difficulty of marketing to individuals and smdl groups, particularly in the informal sector.

According to the Task 3 report conducted by DRTI,* consumers in Marnila cited the following
reasons for not purchasing the plan:

# They wanted to have another health provider (31 percent)
# They were dready covered by another health insurance (26 percent)
# The benefits were insufficient (21 percent).

InManila, financid congderations played ardatively smdl role (17 percent) in peopl€ sdecisions.
The fact that many potential customersin Manilawanted another hedth provider is consstent with the fact
that most lived outside of the hospital caichment area. In other words, these people may prefer aprovider
that is closer to their homes than to their workplaces, which was where MCM was |ocated.

InCebu, financid difficulty wasthe main reason cited for not purchasing the plan (32 percent). This
was followed by coverage under another insurance plan (29 percent), and a preference for another
provider (10 percent).

In Manila, 84 percent of potentia customers were approached in their workplaces; the figure in
Cebu was only 54 percent. This was because the catchment area surrounding MCM housed primarily
office buildings, which might aso account for the high proportion of white collar workers that registered

4Task 3 (Consumer Survey) Final Report Manila and Cebu, Darwin Yu Team Leader (Philippines: DRTI
Consultancy, Inc., October 1996). This survey was conducted using survey forms for sales agents and
collection agents and is based on 574 Call reports for Manila and 298 for Cebu and 568 collectors’ surveys for
Manila and 1,000 for Cebu. The report looks specifically at reasons for non-purchase and reasons for lapsation.
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for HedthSaver in Manila. The Manila sales agent targeted primarily workers whose familiesresided in a
different neighborhood, which probably made it more difficult to sdll coverage for dependents. The
neighborhood surrounding the Cebu hospital was largely resdentia, which made it much essier to recruit
sdlesagentsand to sl the plans. In addition, since Cebu isamuch smdler city, the provider hospitaswere
muchmore access bleto memberswho lived or worked outs de the neighborhood. The Manilaagentswere
forced to conduct alot more “cold cals’ than their Cebu counterparts (82 percent versus 36 percent).
Cebu sades agents were better able to gpproach people they knew such as friends and relatives, which
made the task of selling eesier and made it easier to retain sales agents.

A Profile of Enrollees

Despite these difficulties, the sdles agents did seem to be attracting target enrollees, according to
basdline data collected and analyzed for both Manila and Cebu.® Specificdly:

# The mean monthly income of the head of enrolled householdswas 10,824 pesos ($386) for Manila
and 3,676 pesos ($131) for Cebu. The differences in income might be explained by the rdaively
higher cogt of living in Manila On the other hand, 45 percent of those interviewed in Manilasaid
that they would characterizetheir physical environment asadum location, whereasthisasthe case
for only 26 percent of households in Cebu.

# Although they have low incomes, HedthSaver enrollees are reatively wdl educated, with 63
percent having completed college in Manilaand 43 percent in Cebu.

# A rdatively high proportion of enrollees in Manila worked in professiona jobs (15 percent) or
clerical jobs (28 percent). (The remainder were unskilled or semi-skilled workers.) These
proportions were much lower for Cebu, where 7 percent had professiona jobs, and 3 percent had
clerica jobs.

# HedthSaver subscribers bought the product even though some members of their households had
access to government-sponsored hedlth insurance coverage for inpatient care. Forty-nine percent
of HedlthSaver householdsin Manilaand 42 percent in Cebu were members of the Socid Security
System (SSS), which provides health coverage for employees of private companies. An additiond
6 percent in Manilaand 8 percent in Cebu were covered under the Government Service Insurance
System (GSIS), which provides coverage to government employees and their dependents.

5This data was collected and compiled by DRTI Consultancy, Inc., (Philippines), Darwin Yu, team
leader. Additional analysis was provided by Frank Feeley, Director of Operations, Boston University Center for
International Health.
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A rddively high percentage of HedlthSaver enrollees in Cebu used family planning; the opposite
was true in Manila. Of the married enrollees aged 18 to 49, 24 percent in Manilaand 44 percent
in Cebu indicated that they currently practiced family planning. This compares to the nationa
average for urban aress of 43 percent, according to the National Demographic Survey 1993.

Prior to joining the plan, enrollees sought medical attention for their general health needs from
private doctors or hospitals. Only avery small percentage of respondents used the public sector.
For medica emergencies, most respondentsin both areas reported usng money from their savings.

In Manila, enralles relied equaly on the private and the public sectors for family planning advise;
those in Cebu relied more heavily on the public sector (see Table 11-3).

Table 11-3
Source of Family Planning Supplies for HealthSaver Enrollees
(number and percent of enrollees using a given source)

Cebu Manila

Type of Health Professional

number |percent |number |percent
Public Health Center and/or hospital 33 66 23 43
Private doctors and/or hospital 15 30 25 47
NGO clinic 1 2 1 2
Other/No Response 0 0 4 18
Total 49 100 53 100
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# Among membersin Cebu, natura family planning was the most popular method, followed by tubal
ligationand ord contraceptives. In Manila, pillswerethe most popular method, followed by naturd
family planning and tubd ligation. (See Table 11-4.)

Table II-4
Family Planning Methods Used by HealthSaver Enrollees
(number and percent of married women aged 18—49 years who use family planning)
Cebu Manila
number percent number percent
Natural/Rhythm 23 39 9 18
Tubal Ligation 14 24 9 18
Pills 10 17 16 33
Intrauterine device 8 14 2 4
Other/No Response 4 6 13 27
Total 59 100 49 100

Dropouts

Dropout rates were considerably higher than anticipated. The average monthly gross “lapsation”
rate (ca culated asthe number of lapsed enrollments divided by the previous month’ s enrollment) was 13.8
percent in year one and 17.6 percent in year two. The average monthly net lapsation rate (caculated as
the number of lgpsed enrollments minus the number of re-enrollments divided by the previous month's
enrollment) was 10.8 percent in year one and 7.0 percent in year two.

Almog haf of the Cebu enrollees who dropped out did so within the first two months. The
probability of dropping out decreased dramaticdly after the first two months. If efforts had been madeto
maintain the enrollees beyond the first two months, the probability of their dropping out might have been
decreased dramaticaly.

For dropoutsin Manila, themost common reason by far wasthat the “member changed (hisor her)
mind about wanting HedthSaver” (42.4 percent). Financiad consderations played only a limited role in
enrollees’ decisonsto drop out in Manila (12.9 percent) but played a primary role in Cebu, where 52.5
percent of dropouts reported having “no more money to pay premium.”
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Another factor behind the high dropout rates was that members seemed to disappear without
reporting having moved or providing a new address — 17.3 percent of dropouts in Manilaand 11.7
percent in Cebu. The sdles manager a0 attributed the high dropout rate to the sales incentive structure,
which concentrated rewards on obtaining new business rather than maintaining enrollment.

Contracting Hospitals

Recruiting participating hospitals was one of the most difficult tasks, because hospitd managers
feared they would lose money under the arrangement, which paid them 45 pesos each month per enrollee
to provide dl the services covered under the HedthSaver plan. PhilamCare initidly succeeded in
contracting with two hospitals in Cebu, but later relied on a single hospital. It took until October 1995
before a capitation agreement was signed with a hospita in Manila The main reason for the dday was
concern on the part of the hospita that the capitation payment would be insufficient to cover the costs of
delivering the covered services. That is why an important element of this subproject was to determine
whether or not the plan was indeed financidly viable to the contracting hospital s at the capitated payment
leve.

In fact, the plan was highly profitable for the participating hospitals. In Manila, Mary Johnson
Hospital had asurplusfrom the Philamcare arrangement of between 34 and 72 percent of costs (depending
on whether full or variable costs are utilized). In Cebu, Sacred Heart Hospital had a surplus of between
28 and 68 percent, and Saint Vincent’s surplus was between 69 and 85 percent.

This data show that the hospitals were able to operate under a capitation arrangement and ill
reman financialy viable. Thisshould makerecruiting hospitalsfor future such plansin the Philippineseasier.
The numbers dso show that there is alot more room for the hospitalsto promote and provide preventive
care to their members, including family planning benefits, without incurring afinancid risk.

D. Long-Term Outcomes

Table I1-5 outlines the subproject’ s long-term godls, indicators, data sources, and outcomes.
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Goal

Table 1I-5
Long-Term Outcomes
Measurable Source of
Indicators Information

Outcomes

To increase availability of
family planning services in
the private sector

C Number of modern
methods available at the
contracting hospitals

C Number of enrollees that
obtain family planning
services

C Situational analysis

C DRTI utilization survey

C Both hospitals provide &
full range of contraceptivj
methods.

C Overall utilization of the
family planning benefits
were minimal.

1”2

To shift clients from the
public to the private secto

Number of family planning
rclients new to private sect

DRTI baseline and
putilization survey

Not available

To sustain operations of
HealthSaver beyond the
end of the PROFIT Projec

Number of years Philam-
Care continues to operate
tproject beyond end of

Interview with the CEO of
PhilamCare at the end of ]
subproject

The plan was terminated i
heecember 1996, but
PhilamCare’s CEO

indicated an intention to rg-
launch it.

PROFIT assistance

Both contracting hospital's (Mary Johnston and Saint Vincent) offered afull range of family planning
sarvices, including natura family planning, condoms, pills, intrauterine devices (IUDs), tubd ligaion, and
injectables (i.e, DMPA). Services and products were available free to enrollees. Nonethdess, utilization
of those benefits was minimal. There are severd possible reasons. Firgt, more emphasis was placed on
implementing the overdl plan than on promoting utilization of the family planning benefits. Second, because
the family planning benefits were not specificaly promoted, members might have been unaware that the
benefit was covered under the plan. Finaly, members may have been more comfortable using their
traditional sources of supply.

Although the subproject was terminated in December 1996, the CEO of Philamcareindicated that
he bdievesit iscritica for private insurance to move “down market.” He therefore hopesto re-launch the
plan independently using the lessons from this initiative. Thereis dso some indication that other insurance
companies have come to the same conclusion and are attempting to launch health insurance products to
serve lower-income families.
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CONCLUSIONS AND LESSONS LEARNED

A.

Conclusions

Sales and Dropouts

#

A critical factor behind some of the problems the plan encountered is the perception among
members that the contracting hospitals had only a limited ability to deliver the level and qudlity of
services guaranteed by the plan. Specifically, the reputations of some of the contracting hospitals
affected initid enrollment levels, an effect that was underestimated by both PROHT and
PhilamCare.

Limiting membersto asingle provider hospital seemsto have reduced the appedl of HedthSaver,
even if it endbled the plan to maintain ardatively low price.

More attention should have been paid to retaining members rather than continuing to attract new
ones. The commission structure of the sales agents should have been re-examined to determine
how to prevent members from lgpsing. One possible explanation for the high dropout rates might
be that enrollees did not perceive that they were getting a return for their premiums and that their
limited money could be better spent e sewhere. One suggestion wasfor anurseto call on enrollees
withintwo months of their enrollment to better explain the benefits and to conduct some basic tests
(e.g., blood pressure screening) so that enrollees would fed they were getting something for their
invesments.

Marketing

#

Thedifficulty of salling hedth insurance to low-income individuas and those in the informal sector
was underestimated by both PROFIT and PhilamCare. PhilamCare could have focused itsefforts
onidentifying groupsof potential customersintheinforma sector, rather than on targeting individud
households (for example, through neighborhood associations, locad NGOs, taxi drivers
asociations, and the like).

Contracting Hospitals
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PhilamCare€ s capitation mode for HedlthSaver represented a new approach for paying for and
managing hedth care. This approach is not widdy used by HMOs in the Philippines and was
perceived by the hospitds to involve consderablefinancia risk. Therefore, greater time and effort
could have been expended by PhilamCare to educate the hospital s about the assumptions, benefits,
and risks of managed care and about how to implement managed care systems within the
contracting hospitas existing structures.

The choice of Medica Center Manilaastheinitid hospitd for Manilaskewed theinitid enrollment
in favor of people who had professiona or clerical occupations and who purchased individua
rather than family coverage. The shift to Mary Johnson Hospita, which is in a lower-income
resdential area, appears to be a more appropriate choice for the target market.

Staffing and Management

#

PhilamCare had difficulty recruiting and retaining asdesforce dedicated to selling the HedthSaver
plan to lower-income or informa sector workers partly because the compensation, which was
based on sales, was too low, and because agentswere given littletraining in how to reech thisnew
target market. Staffing problems resulted in lower-than-anticipated enrollment figures, particularly
for Manila

Since the HedlthSaver product was targeted to alower socioeconomic group, it wasimportant to
educate potential consumers about the advantages of setting asde money for a potentia future
illness. Sales agents needed better preparation to act as change agents.

Despitethe difficulties encountered during implementation, PhilamCare remained committed to the
plan, in large part because senior management was committed to the subproject’s goas.

Family Planning

#

Coverage of family planning benefits done may not motivate consumers to utilize those benefits.
Moreover, where patterns of seeking care areawe | established, the enrollees may continueto go
to their traditiond providersfor family planning, even while using the contracting hospitasfor their
other hedlth care needs.
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Lessons Learned

Introduction of new hedlth care financing mechanisms requires a great dedl of research, planning,
training, and technical support.

Provider hospitals need to be where the target market is located — in this case, in lower-income
resdential aress.

Particular attention needs to be paid to recruiting sales agents who can aso educate potential
enrollees about the benefits of setting aside funds for future hedth needs.

Thereisamarket for health insurance among low-income individuals. However, the high costs of
recruitment and the high dropouit rates require innovetive approaches to sales and retention (e.g.,
group payments, a specidized salesforce).

The success of managed care hedth insurance programsis highly dependent on the reputation and
quality of the providers.

Introducing new hedth care systems requires loca leaders who are visonary, dynamic, and
entrepreneurid.

Moativating consumers to use the family benefits covered by such a plan requires educating them
about the availability of the benefit and the importance of family planning. It is dso important to
understand the motivations of those who use government fadilities for ther family planning needs
if an effort isto be made to shift them to designated private providers.

20



