Maximizing Financing
Opportunities of UHC in the
Philippines
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Section 2. Declaration of Principles and Policies. - It is the policy of the State to protect and
promote the right to health of all Filipinos and instill health consciousness among them.
Towards this end, the State shall adopt:

(a) An integrated and comprehensive approach to ensure that all Filipinos are health literate,
provided with healthy living conditions, and protected from hazards and risks that could affect their
health;

(b) A health care model that provides all Filipinos access to a comprehensive set of quality and cost-
effective, promotive, preventive, curative, rehabilitative and palliative health services without
causing financial hardship, and prioritizes the needs of the population who cannot afford
such services;

(c) A framework that fosters a whole-of-system, whole-of-government, and whole-of-society
approach in the development, implementation, monitoring, and evaluation of health policies,
programs and plans; and

(d) A people-oriented approach for the delivery of health services that is centered on people’s needs
and well-being, and cognizant of the differences in culture, values, and beliefs.
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Section 3. General Objectives. - (UHC) Act seeks to:

» (a) Progressively realize universal health care in the country through a systemic approach and
clear delineation of roles of key agencies and stakeholders towards better performance in the

health system; and

» (b) Ensure that all Filipinos are guaranteed equitable access to quality and affordable health
care goods and services and protected against financial risk.
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Universal Health Care

« Aligned with SDG Target 3.8 | Achieve universal health coverage,
Including financial risk protection, access to quality essential health-care
services and access to safe, effective, quality and affordable essential
medicines and vaccines for all

* Financial protection for the vulnerable population

 Implies that there should be solidarity in health financing
« Contributory schemes/tax revenues

Increased financing for health which Iegsures financial protection and promotes
solidarity

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



Financing Health in 2020
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In 2020
» Current Health Expenditure (CHE) reached PhP 895.88 billion, 12.6 % higher compared to PhP 795.64 billion in 2019
- fastestincrease since 2014

% Increase Year to Year
Government Domestic

- Health Capital Formation Expenditure (HK) amounted to PhP 108.09 billion in 2020, lower by 5.1 % compared with Revenues
PhP 113.86 billion in 2019 2020 - 28%
- Total Health Expenditure (THE), comprised of CHE (89.2%) and HK (10.8%), at PhP 1.00 trillion. 2019 - 15%
2018 — 18%
Table 1 2017 - 16%
CURRENT HEALTH EXPENDITURE BY REVENUE OF HEALTH FINANCING SCHEME, 2014-2020 5016 — 10%
Levels (in million PhP)
Revenue of Health Financing Scheme 2014 2015 2016 2017 2018" 2019 2020
;ﬂg;eer;'mm govemnment domestic revenue (allocated to health 118,983 .55 153.724.70 169.839.75 197.516.68 234.070.12 270.806.38 348.347.70
Internal transfers and grants 118,983 .55 153.724.70 169.839.75 197.516.68 234.070.12 270.806.38 348.347.70
Transfers distributed by govemment
from foreign origin 7.278.26 7.832.37 13,559.66 14.386.10 2,949 62 3.300.79 6,797.90
Social insurance contributions 47,854 54 51,060.04 53,171.31 47.971.85 46,543.09 52.204.99 49,669.79
Social insurance contributions from employees 14.607.85 14.141.99 13.,755.64 16,699.51 15.270.35 17.277.89 11,784.60
Social insurance contributions from employers 13.334.88 12.475.68 12,452 16 12,175.47 12,229 66 14,181.11 10,650.47
Social insurance contributions from 19.274.70 19.412.67 19.460.29 17.019.01 18.678.52 20.724.65 27.219.02
self-employed
Other social insurance contributions 637.12 5.029.69 7.503.23 2.077.87 364.55 21.34 15.70
Voluntary prepayment 49.418.33 42 40731 48.189.83 56,425 88 62.902.04 70,141 49 79.350.64
Other domestic revenues 265.532.23 288,557 .22 313.701.43 339.413.68 376.407.70 399.185.28 411.714.54
Revenues from households 256,156.99 278.197 46 302,175.91 328.827.96 364.241.10 386,358.18 400,103.66
Revenues from corporations 9.375.24 10,359.76 11,525.52 10,585.72 12.,166.60 12.827.10 11.610.88
TOTAL CURRENT HEALTH EXPENDITURE 489.066.90 543.581.63 598 461.98 655.714.20 722 17257 795.638.92 895.880.56

o/ :
% Increase Year to Year 12.6% increase

Household Out of Pocket (OOP) Expenditure
2020 - 3.6%
2019 —6.0%
2018 —6.3%
2017 -7.9%

Source: Philippine Statistics Authority
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Share of OOP Share of
2020-44.7% Government Spending
2019 -48.6% 2020 -45%
2018 -50.4% 2019 -41%
2017 - 50.1% 2018 —39%
Table 3
CURRENT HEALTH EXPENDITURE BY REVENUES OF HEALTH FINANCING SCHEME, 2014-2020
Percent share to total (in percent)
Revenues of Health Financing Scheme 2014 2015 2016 2017 2018" 2019" 2020
Transfers from government domestic revenue (allocated to health 243 28.3 98 4 201 324 240 38.9
purposes)

Internal transfers and grants 243 28.3 28.4 301 324 34.0 389
Transfer&? d|5tr|.t:|gted by govermment 15 14 53 99 0.3 0.4 08
from foreign origin
Social insurance contributions 9.8 9.4 8.9 7.3 6.4 6.6 5.5

Social insurance contributions from employees 3.0 26 2.3 2.5 2.1 22 1.3

Social insurance contributions from employers 27 23 2.1 1.9 1.7 1.8 1.2

Social insurance contributions from

self-employed 39 36 33 26 26 26 30

Other social insurance contributions 0.1 0.9 1.3 0.3 0.1 0.0 0.0
Woluntary prepayment 10.1 7.8 8.1 8.6 a7 8.8 8.9
Other domestic revenues 54.3 531 52.4 21.8 521 20.2 46.0

Other revenues from households 524 512 505 501 504 48 6 447

Other revenues from corporations 1.9 1.9 1.9 1.6 1.7 1.6 1.3

TOTAL CURRENT HEALTH EXPENDITURE 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Philippine Statistics Authority
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Distribution of Current Health Expenditures by Health Financing Scheme
2020 National Health Accounts

(Philippine Statistics Authority)

m Government schemes and
compulsory contributory
health care financing
schemes

w Household out-of-pocket
payment

® Voluntary health care
payment schemes
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Financing Opportunities for UHC
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Financing Opportunities in UHC in RA 11223

e Sin (health) tax collections from tobacco, alcoholic beverages, and sweetened beverages
allocated for:
e Government subsidy to PHIC
e Health Facility Enhancement Program

e Fifty percent of the National Government share from the income of PAGCOR,
e Fifty percent of the Forty percent of the Charity Fund, net of Documentary Stamp Tax payments
and mandatory contributions of PCSO
e improve PHIC benefit packages

Tracking these allocated (softly earmarked) taxes and funds for UHC
Ensuring timely releases and transfers

inbitionsphe) | 2022 | 2033 | 202 | 2025 | o026 _

PAGCOR 11.88 13.31 14.93 16.28 17.78

2022-2026 MTEF for DOH
Source: Department of Health

PCSO 1.28 1.32 1.34 1.35 1.35
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Financing Opportunities in UHC in RA 11223

Increasing the compulsory premiums of PHIC contributory members and improving collection

e Strengthen the tracking of contributory members and the and collection of their increased
compulsory premiums
e Explore working with PAG-IBIG fund (and SSS and GSIS)

PhilHealth Premium Contributions from Direct Contributors
Low-Medium Scenario
108.67 130.17 153.2 177.8 189.42

High Scenario
119.53 148.4 183.23 226.58 262.19

2022-2026 MTEF for DOH
Source: Department of Health
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Financing Opportunities in UHC in RA 11223

Increasing the annual appropriations of the DOH included in the General Appropriations Act (GAA)
« Strengthen DOH Budget Obligations and Disbursement

« Ensure complementation of Medical Assistance for indigent Patients (MAIP) with other UHC
interventions

* Need for Investments Plans for Health Facilities, Health Human Resources, and other needed
investments to justify GAA over and above the national budget provided to DOH

* Build on the work done by the
* Health Facility Development Plan
» Health Human Resource Master Plan
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(in billion PhP)
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DOH Allotment, Obligation and Disbursement

2013
38.82
33.23
26.08
85.6%
78.5%

m Allotment

2014
45.61
36.85
24.48
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66.4%

2015
55.84
47.82
27.55
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Source: Department of Health
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2017
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Prepare Investment Plans for NCDs and
communicable diseases

W Infectious and parasitic
diseases

m Noncommunicable diseases

= Reproductive Health

= Nutritional deficiencies
Non-disease specific

W Injuries

= Other and unspecified
diseases/conditions (n.e.c.)

What health conditions are health expenditures financing?
Source: Philippine Statistics Authority. National Health Accounts 2020
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Financing Opportunities in UHC in RA 11223

Ensuring a virtuous cycle (keep the payments to government health care providers in health)

* PHIC payments for LGUs go to Special Health Funds
+ Sec. 21 of the UHC law stipulates that all income derived from PhilHealth payments shall accrue to the SHF to be
allocated by the LGUs exclusively for the improvement of the local health system.

 Sustain the special provisions on the income retention of DOH hospitals
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Financing Opportunities in UHC in RA 11223

Mobilize LGU spending for health

 Explicit guidelines on the health services LGUs need to provide
» Enable LGU health PPP projects

% Health, Nutrition and Population Expenditure to Total LGU Expenditure
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Source: Department of Finance. Bureau of Local Government Finance
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LGU health PPP options

« Options include Build Operate Transfer (BOT) arrangements and joint ventures

» Local Government Code gives LGUs the authority:
 to enter into joint ventures

« grant tax exemptions, incentives, or reliefs under such terms and conditions as they may
deem necessary, enabling them to encourage private entities to enter into PPPs
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Financing Opportunities in UHC in RA 11223

Harness the private sector spending for
health

« Ensure complementation with private
health insurance and HMOs with PHIC

« Implement the 10% of private hospital beds
as no co-payment beds

« Understand the private health provider
markets
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Hospitals

Retailers and Other providers
of medical goods

Providers of preventive care

Providers of health care
system administration and
financing

Unspecified health care
providers

Providers of ambulatory health
care

m Mental health and substance

abuse facilities

Providers of ancillary services

Distribution of spending for Providers of health care services
Source: Philippine Statistics Authority, NHA 2020



A preliminary snapshot of private hospitals
(not for quotation)

« A sample of private hospitals were efficient in creating revenues from assets, generating a median
of P0.74 to P0.82 cents per 1 of assets and keeping salary expenses below 30% of their revenues
for the period 2015-2020. This resulted in consistently generating a median of P8-9 in net income
per 100 of operating revenues for 2015-2020.

 However, the sample of private hospitals would only be able to operate at a median of around 32
days without additional revenues, leaving them vulnerable to persistent declines in patient volume
or inability to collect payments and receivables.

« Median time to collect on patient receivables has grown undesirably from 37 days to 54 days for this
sample of private hospitals. Delays in insurance payments can cause a significant strain on a
hospital’s available cash needed to run operations.
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