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...80% of essential care and 70% of desirable health
interventions can be delivered at the primary level but an
average of only 10% of health resources are used for primary
care in Asia... six countries in the Asia Pacific region spent
less than 20% on primary health care. The Philippines spent
about 11% on public health care. By comparison, in 11 OECD
countries, outpatient care costs averaged 28%...5

About half of total health spending in Cambodia, China,
the Lao People’s Democratic Republic and Vietnam went to
pharmaceutical and diagnostic services.®

S -

The manner in which health care providers are paid can
significantly affect both the cost and quality of care, and is
therefore instrumental in achieving optimal use of resources.
The more common methods of payment mechanisms are:
fee-for-service, salaries, case payments, capitation and global
budget.

The main provider payment mechanisms in the Asia
Pacific region are budget allocations, salaries and fee-for-
services. Regulations regarding fees and balance billing tend
to be weak.®

Fee-for-service (FFS) is a payment mechanism where the
provider is paid for every service provided, usually at the
time of service. According to Liu Xingzhu, “FFS is regarded
as the worst payment method because it encourages over
provision of services and drives cost up”® This payment
mechanism is, however, usually strong in terms of quality.

Carrin et al in the WHO Special Bulletin, November
2008 describes the path to Universal coverage from an initial

stage of a health system characterized by the absence of
financial protection, with a dominance of out-of-pocket
expenditures; stage of coverage
characterized by a mixture of a predominantly out-of-pocket
payments, community based health insurance initiatives,
and limited social health insurance and tax-based spending,
and the stage of universal coverage characterized by a
predominance of a tax or a social health insurance funded
health system or a combination of both.’

to an intermediate

$h&

The main advantages of generating revenues for health
through taxes, if properly designed and collected, are that
the burden of contribution is more progressive, and it
usually incurs less administrative costs. Coverage is by
virtue of citizenship or residence. A tax funded National
Health Service has more direct ways of containing costs. Its
major disadvantage is that tax revenues generally go to the
general appropriations and the government health agency
has to compete with the other government agencies for the
appropriate budgetary allocation for health.!® This may
however be offset by an automatic appropriation for health.
If there is an automatic appropriation for debt servicing,
then there is a moral and ethical basis for automatic
appropriation for health, given that health as a human right
is universally accepted.

The major advantages of financing Universal Health
Care through Social Health Insurance (SHI) are that the
funds raised through SHI premiums are earmarked for
health and the SHI funds represent additional revenues for
health.

Universal
coverage

Tax-based financing
Social health insurance

Mix of tax-based and
social health insurance

Intermediate stages of coverage

Mixes of community-,

/coeperative— and enterprise-

Absence
of financial
protection

Health expenditure
dominated by
out-of-pocket spending

based health insurance
and other private insurance,
social health insurance-type
coverage for specific groups
and limited tax-based financing

( Key health financing options at different stages of the evolution towards universal coverage.

( : WHO Special Bulletin Nov. 2008)
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On the other hand, the disadvantages of SHI are the
following: higher administrative costs,
countries where the employed formal sector is not fully
developed and where there is a large informal sector and
indigents. Coverage is dependent on identification,
enrollment and collection of premiums. Historically, SHI
started in Germany. It took Germany 47 years to achieve
50% coverage and another 58 years to achieve 88% coverage.
This was so because of the difficulty of covering the informal
sector.! In the Philippines, the informal sector makes up at
least 50% of the workforce!! and will continue to increase if
the trend towards de-industrialization is not reversed.

SHI, because of its nature as an insurance system, pays
for personal care. Public health services, which should cover
the whole population, are expected to be paid from general
taxation revenues. Therefore, there would still be a need to
generate revenues from taxes to pay for population-based
health interventions such as health promotions, safe water
and sanitation, or services that require high or almost
universal population coverage such as immunization.

The major disadvantage is that SHI premium
contributions are less progressive than income tax payments.
Formally employed workers bear the burden of financing
Universal Coverage as they are triple taxed in the form of
automatically deducted income tax, automatically deducted
SHI premiums as payroll tax and indirect taxes such as
Value Added Tax.

Whatever financial route a country takes to achieve
Universal Coverage (through taxes or SHI or a combination
of both), the World Health Report 2010 summarizes what
countries must do: raise sufficient funds, reduce the reliance
on direct payments to finance health services and improve
efficiency and equity.'?

especially in

D
The Philippines faces the same health financing issues
of the region: chronic underfunding, inequitable sourcing of

350
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funding (low public spending leading to high out-of-pocket
spending), efficiency issues in terms of allocation of limited
financial resources and payment mechanisms leading to
higher health care costs. An added issue is the fragmentation
and overlap of the health financing institutions.

In 2007, the Philippines spent P235 billion or 3.5% of
GDP on health. From 1995 to 2007, the Philippines total
health expenditure as a nation has ranged from 3.4% - 3.7%
of GDP” (WHO recommends 5% of GDP as public or
government health expenditure).

Government share of total health expenditure (both
national and local) was only P61B or 26.6% and Philhealth
share was only P20B or 8.5% resulting in 54.3% (P127B) Out-
of-Pocket expenditure.” (see figure 5)

Philhealth share in National Health Expenditure has
risen, but at a very slow rate. Almost half of Total Health
Expenditure in 2007 or around P110B out of P235B was spent
on pharmaceuticals. Sales were 80% in drugstores, 10% in
hospitals and 10% in government institutions. Branded
medicines made up 97% of sales leaving only 3% for
generics. Multinationals controlled 68.7% of the market, with
Philippine companies only 31.4%.13

As a country, we are not spending enough on public
health and primary care. We spend from 73-78% of our
national health expenditure on personal care versus 11-14%
for public health.” The Philippine Health Sector Reform
Agenda envisioned that, as government hospitals exercised
fiscal autonomy and allowed to charge user fees and retain
income, (in large part, coming from Philhealth
reimbursements), they would need less and less government
subsidy and this in turn, would lead to a shift of the DOH

300

250

200

150

w=i=THE

100 -

Billions of Pesos

— T GDP

50
U T T T T T T

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

+ Philippines total health expenditure (THE) 1995 —2007. (

: NHA, 2007)
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common non-communicable diseases, such as hypertension
and diabetes.?

The height of Philhealth’s coverage is the financial
protection provided. Philhealth’s benefits cover from 40-
60% of hospitalization expenses. Philhealth conducted an
internal survey on support value (per cent of hospitalization
costs covered by Philhealth benefits), in government wards,
based on selected hospitals” statement of accounts for the
years 2004 — 2006. The results for 2006 gave a support value
of 56% for ordinary cases, 50% for intensive cases and 44%
for catastrophic cases.”” This support value might even be
eroded by as much as 30% by out of hospital purchases.
Philhealth’s Quality Improvement Study found that patients
in the secondary hospitals in the Visayas had outside of the
hospital purchases that amounted to 30% of their total
hospitalization costs.!

Philhealth’s mandate, as stated in RA 7875 is to
“provide all citizens with the mechanism to gain financial
access to health services”. RA 7875 further states: “Access to
care must be a function of a person’s health needs rather
than his ability to pay.”?! A proxy indicator of Philhealth’s
provision of financial access to health services is the share of
Philhealth in the total national health expenditure which
remains unacceptably low.”

We would like to add a fourth dimension for universal
coverage: that the poor are able to utilize their Philhealth
benefits following the principle of Social Solidarity. Among
the different member groups of Philhealth, the Sponsored
Members (the indigents) have much lower utilization rates.!>

In the end, mere population coverage by Philhealth
does not automatically translate to the poor being able to
utilize their coverage, much less be provided financial
protection.

Another disturbing data is that public hospitals are not
benefiting enough from Philhealth reimbursements. In 2006,
among the top ten hospitals reimbursed by Philhealth, only
one, Davao General Hospital, was a government hospital.
The rest were tertiary private hospitals mainly serving those
who can afford to pay for health services. Public money,
through Philhealth premiums, is maximized by private
hospitals to improve their facilities, which serve those who
can pay. In 1999, the Health Sector Reform Agenda (HSRA)
monograph already recognized the “raiding of the meager
benefits of the NHIP by private providers.”4

) "

The health sector reforms in the Philippines, from
Health Sector Reform Agenda in 2001 to Fourmula One have
approached health financing problems “incrementally and
have not dramatically improved the health financing
picture.”’7 In 2001, the state of health financing was
described as having: “heavy dependence on family OOP
spending (46% in 1997); (with) inadequate benefit spending

based care, limited population coverage, weak benefit
delivery and provider payment mechanisms.!4

From 2001, HSRA, the National Objectives for Health
(NOH) 2005-20102 and Fourmula One and now the DOH
Health Care Financing Strategy 2010-2020 have looked at
Philhealth as having the key role in health financing reform:
“health care reforms will focus on making NHIP the major
payor of health services (HSRA), the flagship program of
health financing (NOH) and “the lead implementor of health
financing reform.” (Fourmula One) “Expand coverage,
increase benefit payments, include outpatient benefits, use
alternative forms mechanisms,
marketing to increase beneficiary knowledge about PHIC
benefits, and improve information system” has been the
mantra since 2001 and is now being repeated by the Aquino
Health Agenda. (See appendix 3 for Health Financing
Targets of HSRA, National Objectives for Health 2005-2010
and Fourmula One) Yet ten years later, the state of our
health financing can still be described as in the previous
paragraph, but with a worsening OOP share at 54% and
Philhealth share still at only 8.5%.” Perhaps it is time to
reassess the central role assigned to Social Health Insurance
in achieving Universal Health Care for the Philippines.

of payment improve

% -

Last October 22, 2010, Secretary of Health Enrique Ona
unveiled the “Aquino Health Agenda: Universal Health
Care” in the 2" Philippine Health Outlook Forum sponsored
by Zuellig Foundation. Meant to address the glaring
inequities in health status within the country, Universal
Health Care was presented as a
comprehensive health sector reform from the health sector
reform agenda (1999-2004) and Fourmula One for Health
(2004-2010). The priority health policy directions of the
Aquino Administration roadmap
universal health care through a refocused and revitalized
Philhealth. Main targets are expansion of the NHIP coverage
with enrollment of the poorest of the poor and mandatory
enrollment of the informal sector; increased awareness of
Philhealth benefits and entitlements, access to both inpatient
and outpatient services and zero co-payment with no
balance billing for health care costs incurred by the poorest
in government hospitals. (underscoring ours)

Other areas for improvement are: health facilities
enhancement, with improved access to quality affordable
medicines; attainment of the MDGs; more aggressive
strategies for Public Health; and
Communications Technology for Health.2

However, the budget of the DOH for 2011 remains at
P33 billion, and the Aquino Health Agenda does not specify
how the revenues for Universal Health Care will be raised
and to what extent.

continuation of

include a towards

Information and
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A chronically underfunded health system, with total
government, national and local, and Philhealth share
amounting to only about 35% of Total Health Expenditure
leads to a level of out-of-pocket spending (54%) that is much
higher than the 30% OOP level cited by the WPRO Health
Care Financing Strategy paper as an upper limit, beyond
which catastrophic health expenditures and impoverishment
of the population increase. As a result, poor families forego
seeking health care: 65% of Filipinos who die, continue to die
without medical attendance. 40% of the poorest households
cannot buy the medicines they need.?® Those who are able to
access health care through borrowings, are exposed to the
risk of further impoverishment. Exclusion of the poor from
needed health services and/or further impoverishment lead
to increasing disparities in health status among regions, and
income groups.

The major issues in health financing are:
1. Divergent health financing philosophy among the major
health stakeholders and government administrations
2. The chronic underfunding of the health system
3. Inequitable sourcing of funding for health: low
government share leading to high out of pocket share
4. Efficiency issues
a. Allocative: spending the limited health
resources on expensive tertiary health care
versus the more cost effective primary and
preventive health care
b. Payment mechanisms: the dominance of the
inefficient fee-for-service payment mechanism
c. Fragmentation and overlap of the different
financing  institutions  with  Philhealth
seemingly acting independently of the DOH.
(see Philhealth’s performance vis-a-vis targets
set in HSRA, NOH 2005 - 2010 and Fourmula
One)

))

It is crucial to have a unified health financing
philosophy among the major stakeholders in health in
implementing Universal Health Care. Basic to Universal
Health care is the premise that health is both a human right
(WHO constitution and UN instrumentalities) and a
constitutional right (guaranteed by the Philippine
constitution). As a right, health and universal access to
health care become primarily the government’s
responsibility. It is the government that has and can
mobilize the resources needed to fulfill the right to health.
Health as a right means that ALL Filipinos have the right to
health care first as human beings and second as citizens and
not because of Philhealth’s capacity or incapacity to enroll
them. A well-regulated private sector can, and should be

Health Financing

encouraged to contribute to the attainment of Universal
Health Care. Private providers should be encouraged to
serve in marginalized areas, even on a temporary rotating
basis. Private companies can provide their employees
benefits in addition to that being covered by Philhealth.
Health and health care services should not be viewed merely
as a cost that has to be contained; rather they should be seen
as a necessary investment that enables people to live a
productive and meaningful life that allows them to
contribute to the overall national development. Equity must
be the overriding health policy goal as stated in the Health
Governance module. The goal of Universal Health Care is to
abolish disparities in health status among population
groups, among income groups, among regions within the
country. If all stakeholders in health agree with the above
philosophy, then there will be minimal contradictory health
financing policies.

7/ =0

Universal Health Care is defined as the provision to
every Filipino of the highest possible quality of health care
that is accessible, efficient, equitably distributed, adequately
funded, fairly financed and appropriately used by an
informed and empowered public.

This means all Filipinos will be able to access needed
health care, without significant out-of-pocket payments at
the time of need. It is not charity, because it has been pre-
paid either by the taxes or the Philhealth premiums that all
Filipinos pay.

- - 0

If government health spending is set at 5% of GDP, this
should have been P451B in 2011 with a projected GDP of
P9.02Trillion. (GDP based on IMF projection April 2010)

Table 1 summarizes target levels of total health
expenditure (THE) as percent share of GDP. THE for 2011 is
targeted at 4% of projected GDP, THE 2013 at 4.5%, THE
2015 at 5% GDP.

& Target Scenarios for increasing Total Health
Expenditure to 5% GDP by 2015.

1 122. 12 12 ( 2,
34 5 ) 6,647 9,018 10,549 12,341
6& ) i
(.8 235

+8 (-

+,8 +.,

,8 - .

! " # $ % # & 0"

Table 2 shows the share of government and PHIC of
total health expenditure as out of pocket share is reduced
from 54% in 2007 to 20% by 2015.
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Table 2. Scenarios for decreasing out of pocket share of total
health expenditure. ( : NHA, 2007)

THE by Sources of Funding: 2007 — 2015 (2007 actual, based on 2007 NHA)

Year THEin Gov't Amount PHIC Amount OOP Amount
Billions  share share share
of P
2007 P 235 26.6% 63 8.5% 20 54% 126.9
2011 P 361 35% 126 18% 65 47% 169.7
2013 P 406 40% 162 25% 102 35% 142
2015 P 617 45% 278 35% 216 20% 123
For 2011, Government share, national and local,

targeted at 35% should be P126B, PHIC share at 18% should
be P65 B and OOP share would decrease to 47% or P169B. Of
the total government and Philhealth share of P181B, P120 B
should go to Primary Care or the essential health package
described in the next section.

By 2013, government share, both national and local,
should increase to 40% or P162B, Philhealth share to 25% or
P102 B and OOP reduced to 35% or P142B.

The figures for 2015 are the targets to be able to finance
Universal Health Care by 2015 and reduce OOP spending to
20%. THE at 5% of GDP equals P617B, with 45%
Government share and 35% Philhealth share. (see figure 10)

To start UHC, the DOH budget for 2011 should have
been at least P90B instead of P33B, with LGU spending P36B
or a total of P126B government share. (see table 2) The
needed additional P57B (in addition to the P33B DOH 2011
budget) could also be equally divided between the DOH and
the LGUs as long as there are clear provisions/mechanisms
to ensure more equitable distribution of the funds for the
LGUs. The LGU fund should primarily go to the least
developed regions to enable these regions to catch up and
decrease their in health and to ensure
comprehensive benefits for all Sponsored beneficiaries.

There is an alternate proposal for implementing
Universal Health Care.?* This entails the setting up of a
National Health Development Fund with at least an
additional P50B to the present DOH budget. This National
Health Development Fund will provide the following;:

1. P14 Billion for the PHIC premium of the
poorest 60% of the population

2. P10B for health infrastructure

3. P10B for improving personnel salaries of the
government Health Human Resource

4. P15B to ensure adequate supply of 100
essential medicines

5. P1B for disaster preparedness

Implementation can begin with the poor families in the
regions with the worst health status: ARMM, MIMAROPA,
Samar-Leyte, Bicol, Zamboanga peninsula, West Visayas and
Davao Peninsula and the urban poor areas of Metro Manila,
Metro Cebu and Davao. A major portion of this Health
Development Fund will finance the essential health package

inequities

(infrastructure, personnel and the 100 essential medicines) to
be described in the following section.

This budget shortfall can be sourced through expanding
the tax base and more efficient tax collection, from the
increment of revenues of the Documentary Stamp tax, Excise
Tax (Tobacco tax), Road Users Tax, earmarked funds from
PCSO and Pagcor, a continued strong anti-corruption drive,
a portion of Philhealth P110B health fund, the removal of
Philhealth’s P30,000 monthly salary cap for premiums and
Debt for Equity or Millennium Development Goals swap.

A strong anti-corruption drive should save the national
government some P280B (the claimed amount lost to
corruption announced during the presidential campaign.)
P100B of this can be used to finance UHC.

Philhealth uses a salary cap set in 2007 at P 30,000 per
month. This means that someone earning more than P30,000
whether P40,000 or P1,000,000 a month still pays the same
premium as someone earning P30,000 a month. Removing
the salary cap will increase Philhealth’s premium collection
by at least P11B annually.?

Philhealth has a P110B fund as of June 2010.2° P50B of
this could be used to provide comprehensive benefits for the
sponsored members, without depleting the reserve funds.
Comprehensive benefits for the Sponsored members would
achieve the zero co-payment target in government hospitals.
Later, the zero co-payment in government hospitals can be
expanded to cover the rest of Philhealth’s beneficiaries.
This would then make being a member of Philhealth
attractive and justify raising premiums in the future.

Table 3 lists the possible sources of increased revenues
for Universal Health Care. The HSRA in 2001 proposed the
automatic appropriation of the 25% incremental revenue of
the Documentary Stamp Tax and the Excise Tax Laws which
RA 7875 states must be appropriated for Philhealth premium
subsidy (3% of the proceeds of the sale of Fort Bonifacio was
also mandated for health by the Bases Conversion
Development Act but was never collected).!*

Table 3. Potential sources of funds for universal health care.

Source Revenue Potential for UHC
Philhealth Reserve Fund P110B Initial input of P50B
Removal of PHIC salary cap P11B
Anticorruption drive P280B P100B
Road users’ Tax P10B P5B
Pagcor P30B P7B
PCSO (30% to charity) P22.6B P6.8B
Documentary Stamp tax (259
of incremental revenue)

Sin taxes amendment

Istyr P20B P10B

2nd yr P30-40B

3rdyr P40-P50B

4 yr P70B
Debt for Equity Swap 40% of P100B

National

Budget

TOTAL P240B + P50B from PHIC fund
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