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NOTE 

The views expressed in this report are those of the 
participants in the Regional Workshop for Facilitators in 
Health Sector Financial Management and do not necessarily 
reflect the policies of the World Health Organization. 

This report has been prepared by the Regional Office for the 
Western Pacific of the World Health Organization for 
governments of Member States in the Region and for the 
participants in the Regional Workshop for Facilitators in 
Health Sector Financial Management held in Manila, 
Philippines, from 26 September to 7 October 1988. 
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1. SUHKARY 

The Regional Office for the Western Pacific of the 
World Health Organization (WHO) organized the intercountry 
workshop for facilitators in health sector financial 
management. The workshop was a regional activity of the WHO 
managerial process for national health development 
programme. 

Fifteen participants from four countries, namely Fiji, 
Malaysia, the Philippines, and Republic of Kores, attended 
this workshop, which was supported by the United Nations 
Development Programme (UNDP). 

The present situation in most countries is that they 
have limited information on the total expenditure for 
health. In addition, financial management in most countries 
is limited to the monitoring and control of budget line 
items in the aggregate, with little ability to direct 
finsncial resources by programme activity. A WHO strategy 
is to collaborate with countries to train a core group of 
staff in each country and to provide this group with 
technical support to prepare and use health sector financial 
plans as part of their managerial process. 

The purpose of this workshop was to enable participants 
to obtain economic and financial analysis skills and to 
design a curriculum for a specific country training 
activity. One of the common concerns for the countries 
participating in this workshop is how to use health 
insurance schemes more effectively. As a result of the 
workshop, it was expected that: 

(1) the participants would have increased their 
knowledge on the relationship between health and economics; 

(2) the partiCipants would have a better understanding 
of how health insurance can be used to achieve specific 
health goals; and 

(3) each country team would have prepared a management 
training protocol on some aspect of the health insurance 
issues. 

The workshop expectations were clearly met. The 
participants' knowledge and understanding of the complex 
relationship between health, health economics and health 
insurance were significantly expanded. This was exhibited 
by the excellent training protocols that were prepared by 
each of the country teams to promote a specific message that 
they had arrived at through their group interactions. 
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2. PURPOSE 

2.1 Objective 

The objective of the workshop was to support 
collaboration among countries in developing capabilities to 
prepare and use a health sector financial plan. 
Specifically the workshop enabled the participants to: 

(1) develop skills in economic and financial analysis 
of the health sector, with emphasis on the resource 
allocation process and the impact of specific types of 
financing policies on equity; 

(2) understand the content and steps in preparing a 
health sector financial plan with emphasis on how the plan 
can be used by the health sector managerial process; 

(3) design a curriculum for national training 
activities with emphasis on health insurance concepts; and 

(4) promote regional cooperation and develop a network 
so that each country will be able to exchange experience and 
information to improve financial management. 

2.2 Expected outcomes 

At the end of the workshop, it was expected that 
country specific plans would be prepared. These plans would 
show: 

(1) how the learning protocols prepared during the 
workshop were expected to be used; 

(2) who would be expected to gain from participating 
in the learning materials developed; and 

(3) what would be needed from WHO to support the 
implementation of the country plans. 
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3. ORGANIZATION 

3.1 Location and participants 

The workshop was held at the Regional Office, Manila, 
from 26 September to 7 October 1988. It was conducted by 
six facilitators from WHO and the School of Economics, 
University of the Philippines. 

There were fifteen participants from four countries of 
the Region, namely, Fiji, Malaysia, the Philippines and the 
Republic of Korea. A list of participants and facilitators 
is found in Annex 1. 

3.2 Outline of content 

The UNDP project financial management planning of the 
health sector is designed to support collaboration with 
countries to train staff in how to prepsre health sector 
financial plans and how to manage resources using these 
plans. 

The present situation in most countries is that they 
have limited information on the total expenditure for health 
by all components of the sector. In addition, financial 
management in most countries is limited to the monitoring 
and control of budget line items in the aggregate with 
limited ability to direct financial resources by 
geographical concern or programme activities. 

The strategy of this UNDP project is to train a core 
group or staff in each country and to provide this group 
with technical support to prepare and use health sector 
financial plans as part of their managerial process. 

The purpose of this workshop was to train the 
facilitators on economic and financial analysis techniques 
and to design a training programme that they could use in 
their country. One of the COmmon concerns in the 
participants countries to this workshop is how to use health 
insurance programmes more effectively. Therefore, one of 
the main areas of focus waH health insurance. 
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The learning strategy of the workshop involved three 
themes: 

(1) basic concepts of economies and how these concepts 
are applied to health and national health development goals; 

(2) fundamentals of health insurance and how health 
insurance goals can be used to reinforce national health 
development goals; and 

(3) how best to prepare a training programme to teach 
health economics and health insurance in each country. 

The workshop sessions were organized around these 
themes with the first week devoted to principles of health 
economics and health insurance while the second week was 
spent in developing country specific training programmes on 
these subjects. 

The detailed workshop programme and schedule are shown 
in Annex 2 and Annex 3. 

3.3 Method of work 

The workshop was opened by Dr S.T. Han, Special 
Representative of the Director-General. In his opening 
remarks, Dr Han emphasized the need for a better 
understanding of how health insurance can be used to support 
national health development programmes. The full text of 
his address is given in Annex 4. 

The workshop itself was organized around an 
experimental learning process. The sessions outlined in 
the previous section (3.2) were the content for a process 
designed to achieve the workshop objectives (2.2). Within 
each session, the topic was introduced by a presentation, 
followed by a group discussion to review country experiences 
and synthesize these experiences in relation to the workshop 
objectives. The output of one session subsequently was a 
base of knowledge and information that wss eventually used 
to prepare the final products of the workshop. 
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One technilue used in this workshop was a management 
questionnaire designed to assist the participants with 
learning the terminology and concepts of health economics 
and insurance. The questionnaire was used at the beginning 
and at the end of the workshop. The results of this 
exercise indicated that most of the participants alresdy had 
a good understanding of many concepts, but they had all 
significantly improved their understanding by the end of the 
workshop. The questionnaire can be found in Annex 5. 

Throughout the workshop, the content and process 
activities were effectively guided by the facilitators, who 
could detect needs and mobilize participants' energies 
towards obtaining the best results possible from the 
workshop •• 

4. OUTCOME 

4.1 Principles of health economics and health insurance 

Much has been written in the field of health economics 
and, to a lesser extent, on health insurance. However, it 
was found in preparing for this workshop, that these 
materials did not have a coherent theme that could readily 
illustrate the link between health and development and 
useful concepts of health economics and health insurance. 
This linkage was thought to be not only necessary to better 
understand how, for example, health insurance schemes should 
be designed but also important in promoting these concepts 
with staff throughout the health system. Consequently, the 
workshop design was a trial exercise in making the link 
between health and economics at a level that would be 
understood by health stsff with very little formal training 
in economics or insurance. 

The model u,ed in this workshop (see Annex 2) for 
illustrating the link between health and economics and 
subsequently health insurance was felt to be quite effective 
in achieving this goal. 



- 6 -

The basic economic i.lea employed in the content 
development of the worksh.)p was the market concept. This 
concept was discussed at a level that the participants could 
understand and encompassed the health development issues of 
efficiency and equity which are of priority concern to all 
health managers. As a result, it was felt that the goal, 
namely, to understand how health insurance as an economic 
structure can better be used to achieve health and health 
development goals, was successfully accomplished. This 
conclusion is supported by the excellent training protocols 
that each country team was able to prepare. 

4.2 Country training protocols 

Each country team prepared a training protocol that 
could be used to achieve a defined learning objective. The 
objective of each protocol was different since it was based 
on the specific country needs defined by each team. The 
protocol objectives were defined as follows: 

Fiji: To promote health insurance as a means of 
supplementing the Governments efforts in financing health 
care services. 

Malaysia: To introduce the concept of health insurance 
ss an alternative system of health care financing. 

Philippines: To strengthen awareness of the role of 
the of medicare programme as a health financing mechanism. 

Republic of Korea: To enhance the training 
capabilities of the facilitators on levying and collecting 
insurance premiums and to enhance consensus on the premium 
levy and collection between insurer and consumer. 

The protocols were very well developed in terms of 
defining specific objectives, audience and the use of health 
economic principles to support the content development of 
the country message. The protocols for each country may be 
found in Annex 6. 
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4.3 Country plans of action 

The further development and follow-up of what was 
gained from the workshop requires continuous maintenance. 
To facilitate this process each country team prepared a plan 
of action which illustrated support and action needed to 
implement the training protocols as well as highlighting 
what additional activities were being considered in the 
health financing field. 

The plans of action for each country are outlined as 
follows: 

MALAYSIA 

(1) Submit the team report of the workshop for 
facilitators in health sector management to the 
Director-General of Health, Malaysia. 

(2) Follow up closely the status of the national 
health security fund study. 

(3) Plan for the proposed workshop, i.e. management 
workshop on the role of health insurance in health care 
financing: 

- organization 
- schedule 
- participants (about 15-20) 
- resource requirements 

Technical resource: 

1 consultant - management of health services (WHO)· 

Process resource: 

1 local plus 3 international facilitators 

Materials: 

Technical reference 

Local financing: 

WHO sponsorship (estimated support amount of 
$12000) 

(4) Continue the country's participation in future and 
WHO workshops. 
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REPUBLIC OF KOREA 

Project 

Workshop on the development of new techniques for 
levying contributions for the self-employed health insurance 
programme. 

Objectives 

(1) to identify various levying methods for the 
self-employed; 

(2) to exchange and compare views of world experiences 
in this filed; and 

(3) to develop a new technique for levying 
contributions for the urban self-employed. 

Preparations 

(1) Participants: 30 researchers and scholars, 
consumer representatives, government officials from various 
ministries, insurers, self-employed. 

(2) Period: 3 days and 4 nights (preferably before 
the end of this year). 

(3) Implemented by: School of Public Health, Seoul 
National University. 

Support requested 

(1) Three consultants from Japan, on this matter; the 
Federal Republic of Germany and France. 

(2) Materials: publications on the self-employed 
health insurance programme from Western developed countries 
as well as developing countries. 

(3) Fund: US$30 000 

What's next? 

(1) Workshops on: 
Cost containment 
Economic efficiency of national health insurance 

(2) Research on: 
Health manpower development 
Case payment, etc. 
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PHILIPPINES 

Activities 

(1) Feedback to management 

(2) Planning for the conduct of workshops: 

meetings 
refinement of training design 

production of copies: 

department order 
recruitment of participants 

(3) Conduct of workshop 

(4) Post-workshop activities 

conferences 
documentation 

(5) Follow-up 

What to do 

Project 

provision of technical assistance 
monitoring and evaluation 

National workshop on the role of medicare as a health 
financing mechanism. 

Activities 

(1) Feedback to management 

(2) Planning for conduct of workshop 

(3) Conduct of workshop 

(4) Post-workshop activiti·,s 

(5) Follow-up 
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Resources needed 

(1) Consultant (30 man days) 

(2) Training cost 

(3) Materials 

Project 

(1) Series of workshops (regional, barangay) 

(2) Implementation of expansion of medicare programme 

(3) Monitoring and evaluation of the implementation of 
the medicare programme 

5. EVALUATION 

As mentioned above, a questionnaire was used to assist 
the participants in learning economic terminology and 
principles. This tool was also useful for the facilitators 
in directing the presentations at an appropriate level. The 
comparison of questionnaire results between the first and 
last part of the workshop indicates that most of the 
learning by the participants was at the team level. Though 
there was some individual improvement in understanding the 
concepts, the most significant achievement was in the area 
of team work which improved according to the questionnaire 
scores by more than 30% over the two weeks. This indicates 
that even though individual learning did not materially 
change over the period of the workshop, the participants did 
significantly improve their capabilities to learn from each 
other to achieve good team results. That is, they improved 
their ability to make use of the knowledge they possessed. 
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The specific evaluation feedback from the participants 
support the above conclusion. They commented positively on 
the team development aspects of the workshop. Positive 
responses were also frequently noted on the way the 
comprehensive and complex material was presented which 
facilitated their understanding. The participants 
reinforced the need for continuous follow-up to maintain the 
momentum that had been gained through the workshop. 

6. CONCLUSION 

The workshop provided an opportunity for a number of 
people in four countries working in the financing and 
insurance areas to share and learn from each other. From 
this opportunity, participants expressed the outcome of the 
workshop in terms of new insights on the relationship 
between health, health economics and health insurance. 

A significant contribution was made to the body of 
knowledge on this topic, particularly on the method of 
organizing the material and the level at which it can best 
be presented. This will be followed up at the country level 
through further documentation. 

Finally, it was quite apparent that a great deal of 
learning took place for both participants and facilitators 
through the sharing of knowledge and experience. The effect 
of this was the increased awareness of the participants of 
the need to bUild this source of learning and energy and 
apply it specifically to supporting the new initiatives that 
were planned to be undertaken when they returned home. 
There is also a need to follow up this enthusiasm through a 
collaborating mechanism with WHO as well as between 
countries. 
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ImRKSIlOP FOR FACIl.ITATORS 

IN 

HEAl.TH SECTOR FINANCIAl. HANAGEMENT 

Outline 

1. Introduction: Health 

A. He.llth 

B. Health Car" 

C. Health Policy 

11. Introduction: Economics 

A. Socia-economic Development 

U. Economics and Hedlth 

II 1. Health Insurance 

A. Principles of Insurance 

B. Economic Considerations 

C. DeSign of Health Insurance System 

IV. H.lnagemellt l.earning lIaterials 

A. Concept of Organizational Development 

B. A Learninn Methodology 

C. Design of l.earning Haterials for Health Insurance 

Programme 

V. T~am Development 

A. IIdnagement Questionnaire 

IL Tedco nuilJln~ Ext!rcise 

'..... ~Ianaaement Questionnaire 

ANNEX 2 
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Workshop for Facilitators 

in 

Health Sector Financiel Hanagement 

Agenda 

1. Introduction: Health 

A. Health 

Objective: 

II. Health Care 

Objective: 

to obtain consensus on the status of health in 

psrticipating countries. 

to obtsin consensus on the direction that health 

systems should be moving to achieve HFA goals. 

C. Health Policy 

Objective: 

Reference: 

to understand how health policy i8 formulated and 

translated into operational activities. 

IIFA Evaluation Report (1985) 

HFA Honitoring Report (1988) 

Andreano/Green/Jolley papers 
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Annex 2 

II. Introduction: Economic~ 

A. tioc10-economic Development 

Objectives: (1) to JBe models for organizing and processing 

information a8 means to understand a process; 

Note: 

(2) to under8tand the meaning of economic growth; and 

(3) to understand how economic growth impacts on 

soci~tal processes. 

This session will introduce II macro-economic model showing 

relationships bet .. een principle processes and events that 

contribute to socio-economic development. 

Key messo£cs that need to b~ presented: 

(1) development strategies 

(2) income distribution 

(3) prices 

(4) equity/production/efficiency model 

This session ""y includ., 11 three hour practical exercise. 
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Annex 2 

B. Economics and llealth 

Objective: to understand the relevance and contribution of 

economics to the health sector. 

Topic .. : 

1. lIealth and econom1c <Ievelopllent 

(prices, income, basic neede) 

2. Orllanization and delivery systems 

(welfare or market theory) 

3. financing 

(public, insurance, willingness to pay) 

. 4. Demand analysis 

(generation of demand) 

5. Supply analysis 

(production functions) 

6. Financial management 

(cust efficiency) 

Reference: 

Lee t. MUls. The ECOII018ic9 of Ilea Hit in a Developing Country 

~: This session allows for a three-hour practical exercise. 



- 21 -

Annex 2 

Ill. Health Insurance 

A. Principles of Insurance 

Ob j~c t1 ve: 

Message: 

to understand how insurance should be used to achieve 

a national policy goal. 

aspects relat~d to perspective of individual and 

community. 

B. Economic Considerations 

Objective: 

Hl!ssages: 

to appreciate that assUlDptions on health insurance 

relate to economic prilciples and how those relate to 

pot,ntial issues of health policy. 

uncertainty and risk aversion 

provider influence 

soclal equity 

source of finance 

influence on quantity and quaUt:· of services 

References: 

~lil1 •• Econcmic Aspects of Healt .. Insurance 

Note: This s~ssion may include two hours of practical exercise. 
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Annex 2 

C. l!eHign of lIea1th Insurance System 

Objective: 

Messages: 

to understand the elements of a health insurance 

system and how the formulation of details for a 

specific clement 1s related to national/aoeial health 

policy. 

objective of system (coverage) 

financing mechanism 

quality of services 

institutional forms (Government, non-government) 

equity 

Reference: 

Jolin Akin, Health Insurance in the Developing Countries 

Note: This session may include three hours of practical exercise. 

II 
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Almex 2 

IV. .lanaaeMnt Leuning lIaterial. 

A. Concept of OrBanicational Development 

Objective: to obtain consensus on a theory of managing change 

and itc implication for formulating strategies to 

achieve organizational development. 

Reference: 

Mell"alle8: 

French/Bell, Organization Development, ChapterB 4 

and $. 

organizational development: underlying a8sumptionB Bnd value. 

BYBtem. concepts 

B. A Learning Methodology 

ObJec t ive: 

Messuges: 

to evolve a learning methodology that i. compatible 

with the concept of urganizational development. 

learning by doing 

facilitators dnd network 

learning prot(,eols 

Re fe rene .. : WHO: .lanaging Systems for Better Health 
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Annex 2 

C. Uesign of Learnlng Materials for Health Insurance Progra .. e 

(20 hours) 

Objective: 

1. Objective 

2. Outline 

to prepare a learning protocol that can be used in a 

workshop setting by respective participating 

countries. 

to determine what is the workshop objective and 

strategy for achleving objective. 

to prepare outline of lesson plan for each session of 

workshop. 

3. Hateriah 

to prepare facilitator notee and reference materiale 

for a* many of the le.8011 plans aa tillle will ellow. 
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AnIIex 2 

V. TCdm Development 

A. Hanagement QUl!stionnaiu: Economics and Kealth, Part 1 

B. Team Building Exercise: P~rspective and sharing of information 

C. tlanaKement Questionnaire: Economics and Health, Par~ II 

ObJectiVes: (1) to increase individual awareness on the 

contribution of team energy to achieving a collective 

goal; and 

(2) to support internationalization of workshop 

concepts and techniques related to economics and 

health. 
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Annex 2 

I. Health Care Services as an Output of the Health Care Sector 

and as an Input to Health 

1. Health care as an input, to the output health. 

As an input, health care is but one among many inputs. 

Improvements in health status may be achieved by 

instituti:1g programs in environmental health, nutrition, 

occupational health, family planning, health education. 

Given this perspective, o~, interest is to determine the 

most efficient way to allocate resources to improve 

health. 

2. Health care services as an output of the health care 

sector. 

When viewing health care services as an output, it is 

important to determine how efficiently this output is 

produced and how equitably it is distributed. To do 

this we apply economic analysis to assess the 

performance of health care markets. 
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Annex 2 

II. Economics of Health and Health Care 

1. Since economics is the social science that deals 

specifically with the study of scarcity and choice, it 

is particularly relevant to health sector development 

where resources are scarce and choice are difficult. 

2. Health economics in particular is the application of 

theories, concepts and techniques of economics to the 

health sector. 

3. In analyzing the performance of the health care market 

against the objectives of efficiency in resource 

allocation, we take as the analytical framework the 

characteristics and performance of perfectly competitive 

markets. Perfectly competitive markets are 

characterized by perfect information, competition (many 

buyers and sellers), and free entry and exit in the 

market. In these markets what goods are prodUced, how 

they are produced, and how they are distributed are 

determined by the focus of demand and supply with price 

acting as an equilibrating mechanism. The resulting 

allocation of resources from the operation of such 

markets will generally be efficient in that the 

undividuals in the ec·onomy will enjoy maximum utility or 

lev~l of saatisfaction from using the limited resources 

the economy has. 



- 28 -

Annex 2 

4. There are specific circumstances, however, under which 

competitive markets may not achieve efficiency. 

circumstances are: (market failures) 

a. when certain goods are " jlublic d " soo S ; 

b. when there are externali ties associated with 

consumption or production of certain goods; 

c. when there is a natural monopoly; 

d. when there is imEerfect information. 

These 

the 

5. In each of these cases, government intervention in the. 

market to achieve great"r efficiency can be justified. 

Government intervention can also be justified in the 

additional cases where the equity result of the market 

operating free is deemed undesirable and in the case of 

IOmerit goods." 

6. The case for government intervention does not mean, however, 

that governments must neoessarily intervene, but only that 

interventioll be considered. TIle decision to intervene must 

be based upon careful weighing of the social cost of the 

inefficiency/inequity (or the benefit from eliminating them) 

against the cost of the intervention. 
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Annex 2 

7. Health care markets have special characteristics that make 

them different from other markets. Certain health care 

services have properties of public goods, have substantial 

externalities. Information 1s highly imperfect and 

asymmetric between consumers and providers and certain 

monopolistic practices are present (price discrimination). 

These special characteristics do not mean that tbe ideal of 

the perfectly competitive markets is not a useful framework 

for analyais. It only means that these special 

characteristics must be explicitly taken into account in the 

analysis. 

8. These special characteristics often justify government 

intervention. And indeed governments have intervened in 

health care markets in varying degrees in both the delivery 

of services and financing for both economic efficiency and 

• equity reasons, and perhaps for still other reasons. 

9. n,e type of interventions governments took did not 

necessarily lead to efficient and equitsble results. 

Moreover, resources needed to finance such interventions, 

i.e. direct public provision of health care services, have 

become even more scarce and are not likely to increase 

significantly on the near future. Hence there is a need for 

a closer re-examination of the health care sector to see 

what measures might be taken to make it more efficient and 

equitable. One aspect of the health sector that deserves a 

closer look is its financing. 



• 
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II 1. Health Care Financing and Health Sector Problems 

1. Three major problems in developing countries have been 

noted. 

a. allocation problem: insufficient spending on 

cost-effective health activities; 

b. internal efficiency problem: inefficient public 

programs; and 

c. equity problem: inequitable distribution of 

benefits from health services. 

Each of these problems is due in part to the efforts of 

government to cover the full costs of health care for 

everyone from general public revenues. 



- 31 -

Annex 2 

2. Four policy reforms that governments ought to consider 

to help solve these problems and to form part of an 

overall stratgey to improve health have been suggested. 

These policy reforms share two characteristics; 

a. they shift some of the burden of financing health 

car" from the public sector to the beneficiaries 

(households); and 

b. they shift some decbion making from central 

planning agencies to those in closer touch with 

local conditions and client needs. 

These policy reforms are; 

a. charging users of publicly provided health care 

services, especially for the types of curative care 

that benefit solely individuals and their families; 

b. encouraging risk coverage programs; 

c. strengthening non-governmental provision of health 

services for I/hich households are willing to pay; 

and 

d. decentralizing the public health system. 
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IV. Economics of Health Insurance 

1. In assessing the desirability of any health activity 

(delivery/financing approaches). we need to look at the 

following criteria or objectives: 

a. equity of distribution of health services; 

b. equi ty in the financing of health services; 

c. production efficiency; 

d. allocdtive or utilization efficiency; 

e. financial or funding efficiency; and 

f. intersectoral allocative efficiency 

2. IIhy healtn insurance? What can we achieve by the use of 

llealtlt insurance? Ilhat are we financing? 

a. people are willing to be insured - there 1s a net 

gain to consumers; 

b. to achieve financial and distributional equity in 

heal til care services; 

c. to achieve production and allocative efficiency; 

d. to enhance aggregate funding; and 

e. iQprove public health facilities. 
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3. Economics of health insurance and implication for designs to 

a(hiev~ policy objectives in (1) 

a. Behavioral aspect: 

(1) Demand 

The purpose of any insurance policy is to convert 

an uncertain but potentially large loss into a 

certain small loss. Such conversion benefits the 

consumer. 

Determinants of demand: 

income (a low or high income person might 

prefer to self-insure than an intermediate 

income); 

price (the higher the price above pure 

premium, the fewer will be the events the 

individual will insure against); 

magnitude of the loss (the larger the 

magnitude of the loss, the greater is the 

willingness to pay above premium); 

probability of the event occurring (very low 

or very high probability of the event 

occurring) means persons will be less .. Uling 

to pay above premium. 
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(2) Supply consideration, viability as a financial 

institution (minimum cost and maximum profit of 

viability) 

economies of scale (group insurance) 

adverse selection (risk pooling) 

moral hazard (provide incentives for 

preventive care) 

administrative cost 

(3) Harket performance 

Effects of conventional health insurance on cost 

and utilization of medical care: 

increased demand due to lower price 

raise cost of health care: 

due to supply response 

due to supplier-induced demand 

due to consumers less sensitivity to price 

due to suppliers cost escalating response 
• 

(product innovation). 

composition of health care utilized; 

emphasis on curative care 

due to moral hazard 

due to externalities 

due to public goods type 

Effects on equity: 

inequity due to income differences - lack of 

coverage for low income coverage expanded 

payment scheme can be made progressive to 

achieve financial equity 
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v. Health Insurance Schemes: 

Actual schemes/Country specific examples 

a. private voluntary health insurance 

b. social insurance plan 

c. employer plans (on site health facilities or contracts 

with outside providers) 

d. national health insurance 

e. community sponsored plans 

f. cooperative based plans 

g. national health insurance (compulsory/comprehensive) 

h. HMO prepaid schemes 
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SCHEDULE OF ACTIVITIES 

26 September (Monday) 

0800 - 1000 INTRODUCTORY REMARKS 

1020 - 1200 I. INTRODUCTION TO WORKSHOP 

A. Health and Health Care Systems 

1300 - 1400 B. Team Development Exercise 

1500 - 1600 II. INTRODUCTION TO ECONOMICS 
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27 September (Tuesday) 

II. mTRODUCTION TO ECONONICS 

0800 - 1000 

1020 - 1130 
(Herrin) 

1130 - 1200 
1300 - 1400 

A. Development and Health 

1. l,'hat is development? 
2. Sources of economic growth 
3. Socioeconomic development process 
4. Health and development 

B. Basic Economics 

1. Basic economic problems and the price 
system 

2. Overview of the market system 
3. Demand. supply and market price 
4. "'elf are economics and the role of 

government in a market economy 

C. Exercise: Questions for group discussion 

1. Development is a multidimensional concept. 
"'hat aspect(s) of development is 
emphasized in your country? 

2. What has been the record of economic 
growth in your country? What factor{s) 
was(were) the most important in 
determining that performance? 

3. In your country. which areas do you think 
the government should intervene more or 
intervene less? 

I I 



1400 - 1440 
1500 - 1600 
(Solon) 

0800 - 1000 
(Chin~) 
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III. ECONOMICS OF HEALTH 

A. Special characteristics of health care 

1. Demand 

a. irregularity and unproductibility 
of illness 

b. cost of impairment is very high 
c. existence of demand thresholds/pain 

thresholds 
d. delayed detection of disease 

2. Supply 

a. provider behaviour 
b. product uncertainty 
c. supply conditions 

3. Pricing characteristics 

a. price discrimination 
b. fee for services is preferred to 

pre-payment 
c. price competition is frowned upon 

4. Non-marketable commodities 

B. Demand for Health Care Services 

1. Determinants of demand 

a. income 
h. price (money and time) 
c. insurance 
d. demographic factors 
e. education 
f. health, knowledge and beliefs 
g. urbanization 

2. Provider behaviours 

C. Supply of Health Care Services 

I. Health production function 
2. Quantity vs quality 
3. Group practice 
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1020 - 1200 
(Solon) 

1300 - 1440 
(Solon) 
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D. Economic Aspects of the Role of Government 
in Health Care 

1. Level or dimensions of government 
intervention 

2. Economic rationale for government 
intervention 

a. efficiency considerations 
b. equity considerations 

3. Role of government when health is 
considered a right 

a. direct provision of health care 
b. comprehensive and universal 

coverage in health care financing 
c. regulation of private providers 

where consumers get supplementary 
services 

d. taxation for financing health 
expenditures 

e. cost containment 

4. Role of government when health is 
considered a commodity 

a. regulations of non-competitive 
practices 

b. regulatin for cost containment 
c. enhancing competition in the market 

for health services 
d. subsidizing/financial health care 

5. Can government do better 

E. Exercise: Discussion Points 

1. Is the role of government in your 
country's health sector more for equity or 
effiCIency considerations 

2. Does the private health sector need to be 
expanded or limited? 



1500 - 1600 
(lierrin) 

0801 - 1000 
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IV. EOONOMICS OF HEALTH INSURANCE 

A. Alternatives to financing health care 
services 

1. Health sector problems 
2. Policy reforms 

ll. Deman.\ for insurance 

1. C.lse for any insurance 
2. Case for health insurance 
3. Case for group insurance 
4. Insurance terminology: deductibles, co

insurance, limits or maximums 

C. &ono nic Considerations 

1. P,"oblems and issues in health insurance 

a. Two aspects of health insurance: 
financing health care and as a 
financial institution 

b. Need for risk-pooling: age, 
occupation, lifestyles, income groups, 
geographical location 

c. Problems of conventional insurance 
plans/markets: monopolistic 
practices, moral hazard, adverse 
selection 

d. Effects of lnsurance on medical care 
markets 

e. What can be done? Do nothing, 
regulate, promote competition. 

2. Competition bet\~een different organized 
systems: 

a. independent providers on fee for 
service 

lJ. cOl<ununity hospitals paid essentially 
on a cost r~imbursement basis 

c. third party insurance 

d. capiLation schellles 



1020-12lJO 
(Ching) 
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3. Strategy for health delivery system 
(assuming substantial private sector 
involvement and alternative schemes 
already working) 

a. allow people to choose different risk 
coverage schemes 

b. fixed subsidy equated to lowest cost 
plan 

c. same rules for all competitors 

D. Comprehensive Compulsory National Ilealth 
Insurance 

1. Coverage 

a. comprehensive 
b. compulsory 

2. Case against compulsory comprehensive Nill 

a. principles - forcing consumers to pay 
a price greater than what they are 
willing to pay 

b. conpulsory comprehensive Nill might 
miss the very individuals who are most 
at risk 

3. Case for compulsory comprehensive Nlll: 

a. "roblem of information cost 

b. moral hazard and overinsurance of 
curative care 

c. consequences of illness and 
differential risk of illness for the 
distribution of welfare between 
individuals: 

i. different probabilities of 
falling ill 

ii. no negative income effect on 
labor supply under public 
health insurance vs under cash 
transfers to all poor people 

d. externalities 



1100 - 1440 
1';00 - 1600 
(Solon) 
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4. How to phase in a compulsory comprehensive 
NHI 

a. begin with those whose needs are 
great erst (poor and unemployed) 

b. begin with hospital care 

c. begin with children 

d. "'hat now? 
"'hat later? 
"'hat never? 

E. Exercise: Country Reports on Insurance 
Systems 

1. 

a. structure 
b. pricing 
c. coverage 
d. history 

2. Objectives of insuance schemes 

3. Perceived problems 

V. HEALTH, HEALTH ECONOllICS AND THE ECONOHICS OF HEALTH INSURANCE: 

A SUMMARY 

A. Health Care Services as an Output of the 
Health Care Sector and as an Input to Health 

B. Economics of Health and Health Care 

C. Health Care Financing and Health Sector 
Problems 

D. Economics of Health Insurance 

E. Health Insurance Schemes 
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OPENING ADDRESS BY DR S. T. HAN 
SPECIAL REPRESENTATIVE OF THE DIRECTOR-GENERAL 

AT THE WORKSHOP FOR FACILITATORS 
IN HgALTH SECTOR l'INANCIAL MANAGEMENT 

MANILA. P'ULIPPINES 
21> SEPTEMBER - 7 OCTOBER 1988 

Dear Colleagues. 

It is a pleasure to welcome all of you to this second 
training activity of the WHO/UNDP project on health sector 
financial managem,nt. I am also pleased to welcome 
colleagues from the University of the Philippines. 
representing the schools of economics and puhlic health. 
who have joined us for this workshop. 

All of us in this room are well aware that a 
significant factor influencing the current development of 
health systems is money. The issue of money. however. is 
obviously not limited to concerns about its scarcity. but 
equally important is the concern for effectively using 
whatever money we are accountable for. What is not so 
obvious is the role economics can play in aiding our 
decision-making with regard to how much money is needed for 
a particular purpose and how best to use it. 

There is a big fallacy in the reasoning that says 
"since money is a problem. solutions to our problem must lie 
within the realm of economics." 

Economics is just one of many formal disciplines that 
a manager has at his or her disposal to aid in 
decision-making. And as with any discipline of this type. 
we are able to make effective use of its capabilities when 
we understand the assumptions behind its theories and have 
experience in the practices which are derived from its 
theories. 

Friends. during the next two weeks you have before you 
a major task. namely to see if you make sense out of how to 
use th', health insurance mechanism to support the health 
develol.ment goals of your respective countries. 

Health insurance is being batted about as a useful 
thing by many countries of the Region. However. I have come 
to realize that on the agenda of these countries there are 
as many poor reasons for considering the use of health 
insurance as there are good ones. 

Consequently. it 1s a very opportune moment for us to 
review thoroughly the principles of health insurance and to 
clarify in our minds exactly what this tool can and cannot 
do for achieving health policy objectives. 
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Therefore, your purpose is vital and your mandate 
explicit, namely to develop guidelines for using a health 
insurance scheme and to determine what is needed in your 
respective countries in order to ensure that they are 
followed. 

I am very impressed with the wealth of knowledge and 
experience gathered here to meet this challenge and I wish 
you all a successful workshop and, for those from out-of
town, a pleasant stay in Manila. 
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HEALTIf ECONOMICS AND HEALTIf INSURANCB TERMINOLOGY 
QUBSTIONNAIRB I 

1. INTRODUCTION 

A common conceptual base must be developed before any group 
can effectively make the most efficient use of the talent or skill 
in the group. The conceptual base for the health economics and 
health insurancs terminology consists of an understanding of some 
common terminology and procedures used by the system. 

2. OBJBCTIVES 

a. To clarify the group members' thinking on health 
economics and health insurance terminology and 
procedures. 

b. To obtain initisl feedback on the group's performance in 
building an effective working group. 

3. PROCBDURE 

Step 1. 

Step 2. 

Step 3. 

Step 4. 

Participants individually complete the attached 
Management Questionnaire I. 

Participants work in their aesigned groups to 
arrive at group answers for all 30 questions of the 
Management Questionnaire I. In answering the 
questions as a group, participants may find that 
disagreeluents arise. 

These disagreements should be worked through by 
clarifying differing points of view to reach an 
understanding. 

The perticipsnts should not change their individual 
written answers, although they may change their 
opinions after the discussion in their groups. 
Both individual and group answers should be 
recorded on the "Answer Recording and Scoring 
Shee t" under Col umns I and II. 

The participants return to the General Session Room 
for scoring of individusl and group answers and an 
analysis of group effectiveness. (See group 
scoring task attached.) 

The majority answers of the group are compared to 
the book answers. Where there are major 
differences, the reasons should be explored by the 
group. The groups should also discuss thosa 
questions with wide variation in answers by the 
group. 
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MANAGEMENT QUESTIONNAIRE I 
ON 

HEALTH ECONOMICS AND HEALTH INSURANCE TERMINOLOGY 

1. True or false 

Investments on social services, which includes 
health care, cen wait ~ntil after the investment in 
a country's productive forces bear fruit. 

2. True or false 

The greater the rate of growth of a country's gross 
national product, the greater is the level of 
development. 

_____ 3. Insurance coverage rep"esents a/an 
the consumer's health ~are demand curve, which 
______________ the quantity of services demanded. 

A. movement down, increases 

B. upward shift in, increases 

C. downward shift in, decreases 

D. None of the above. 

________ 4. When an individual self-insures, he faces the 
_____ ,..,... ___ possibility of a large loss in the 
event that an illness occurs, or the 
possitl1ity that the medical loss will not occur. 

A. large, small 

B. small, 8mall 

C. lal'ge, :.arge 

D. small, large 
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____ 5. True or false 

Any market situation needs some form of government 
intervention. 

6. True or false 

Allocation efficiency implies that the value of 
medical ssrvices to ths consUMer/patisnt i8 JU8t 
equal to the value or cost of producing such 
Ilervic·9s. 

______ 7. For all individuals, insurance coverage re8ults in 
the market demand for health care. 

A. a movement down 

B. a shift in 

C. no change in 

D. None of the above. 

____ 8. Which of the following has/have been claiJIed to be 
the advantage(s) - though debatable - of group 
prectice? 

A. Economies of scale: group can produce more 
cheaply than a solo practitioner. 

B. Increases the productivity of the physiCian 
by substituting parBNedical peraonnel time 
for his time. 

C. Facilitates full utilization of phYSician 
reaources iamediately upon finishing training. 

D. All of the above. 
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Match the following terms with the appropriate definition: 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

HMOs 

Market 
equilibrium 

Coinsurance 

Supplier 
induced 
demand 

Risk 

Moral 
hazard 

Consumption 
effects of 
illness 

Demand-price 
elastici ty 

User's fee 

Deductiblea 

A. Refere to the ability of the 
insured to influence the 
occurrence of the event againet 
which he is insured. 

B. A percentage of total medical 
expenditures to be paid by the 
insurer with the remaining 
portion to be paid by the 
insured. 

C. Amount users must pay before 
their insurancs coverage 
begins. 

D. Health maintenance 
organization. 

E. Increases in the level of 
demand for medical care 
generated by physicians. 

F. Portion of the cost of public 
health services borne by 
patients • 

G. The prics and Quantity of goods 
at which supply equals demand. 

H. A measure of the sensitivity 
of demand to price changes. 

I. The chance of one of many 
possible outcomes occurring. 

J. Changes in utility or level of 
satisfaction resulting 
from changes in the consumer's 
state of health. 
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19. True o~ felse 

Introducing a compulsO~l and comp~ehen8ive health 
insu~ance does not entail new spending in the 
econom, ae out-of-pocket expenditu~es by coneumere 
a~e simply replaced by insurance contributions. 

20. True or false 

The influence of coinsurance and deductiblee 
is more on the consume~ side of cost containment 
than on the p~ovider side. 

_______ 21. Part o~ all of the price stated by a medical 
provider is usually paid b,y a third-party payor or 
by the government on the patient's behalf. Any 
estimate of price elasticity of demand should be 
based upon the ________ __ 

A. gross price stated by the provider. 

B. net or the out-of-pocket p~ice paid by the 
patient. 

c. portion paid by the thi~d-party 
payor/gove~nment. 

D. Any one of the above. 

22. Third-party health insurance: 

A. increases the ability of the insured to 
purchase health se~vices. 

B. reduces the cost to the insu~ed of 
obtaining health care. 

C. can lead to health cost inflation. 
D. All of the above. 

23. True o~ false 

An important charactsristic of the health care 
market is the lack of consumer info~mation. 
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________ 24. Which of the following is not considered in welfare 
economics as justification for government 
intervention 1n the health care market. 

A. Unequal distribution of income. 

B. Monopol1stic practices. 

C. Prohibitive prices. 

D. External effects. 

25. True or false 

The demand curve is downward sloping because market 
prices tend to be lower as people buy more goods 
(cheaper by the dozen). 

26. Perhaps the best quantitative indicator of economic 
growth is given by: 

A. Real GNP per capita. 

B. Money GNP per capita. 

C. Money GNP. 

D. Real GNP. 

27. True or false 

The insurance premium coneumers are willing to pay 
reflects the expected cost of medical expenses but 
not the entire loss due to illness. 

28. True or false 

Only people who frequently become ill buy health 
insu"ance policies. 
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29. is 8 market situation in which 
there 1s a single buyer or an item for which thsre 
are no good substitutes. 

A. Monopoly 

B. Homoger.eity 

C. Monopsony 

D. Monoton!city 

_______ 30. Which of the following is not a special 
characteristic of medical care as a commodity: 

A. Randomness of the incidence of illness. 

B. Noncompetitive provider behavior. 

C. Consumer ignorance. 

D. Insurance. 
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Exercise in Terminology and Team Building 

ANSWER RECORDING AND SCOIUNG SHEET 

- I II III 
Question my group book 

answer answer answer 
score score 

1. 
2. 
3. 
4. 
5. 

6. 

7. 

8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 

20. 
2l. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 

• 

Fig. A-I Answer Recording and Scoring Sheet 



M ....... Systemo lor Bettor HaIth 

GROUP SCORING TASK 

St~ I JnJil1iJu,aI "ON 

Comput~ your tc'Oft by multiplYina the numbrr of cor
rect answen lIy l. 

Individual KUrt 

Step II Awrap i1t~ KO" 

Compute 1M .wu .... .;! individual scorn in your ,roup 
by addina aU incImdualscorn and dividinl the sum by 
the numba- in the- pup. 

Aver.,t of individuAl SCOfts 

Step III RGnl" 0/ scorn 

Record, 

The low inc!ividu.&l SCOtt: 

The hiah individu.aJ ICOrt; 

51rp IV Group 1l'Or'f' 

Compute tM poup score by Iftuhiplyina the ,roup's cor
na .MWftI by 3. 

Croup KOrt: 

Step V PIlrfrr;:t SCON 

Computt- tM prrIKt ICOre by mulliplyi.n, the number of 
qUCSlions by S. 

Porfect ocorr. 

Sc .... 

ExordM in T ermlnololY and T ..... BuadinB 

Stop VI C ... .,. rtf-... 

Actual Cain 
CIOUP oIfoeti ....... - P Obi Cox 100-'. ossa f' .lIft 

Croup Sc • Av Ind Sc 
PorfectSc.AvlndSc X 100 - (1·( 1)( 100-_ .. 

SUMMARY seORl"'" 

T.a_ 

1 Z 3 

Avtrap Individual ScOrt 

Team Scarf' 

Rinse: 
low Individu.al Scort 

Hi&h Individual Score 

Te.am Elf«riVfttlHl 

~imum Team Sea« 
Maximum TNm Effrctivmns 

Qun!ionsM_ 
Fi,. A-2 Summary Scann, Sheft 

4 

• 

~ 

V1 
V1 
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ANSWER 

1. I''ilse 

2. Falae 

3. A 

11. 0 

5. False 

6. True 

7. B 

8. 0 

9. 0 

10. G 

11. Il 

12. B 

13. I 

14. A 

15. .1 

16. H 

17. I' 

18. C 

- 56 -

COMMEN~S TO QUESTIONNAIRE I 

COMJ.1ENT 

Some investment In Rocial servicp.s ar~ 
necessary. consi<1ering ita feedback on 
developmental efrorts via l~bor 
productivity. 

Other considerations such as the 
distribution of the fruits of economic 
growth have to be ma<1e. 

Government intervention is warranted rrom 
a welf"re econolnir.s point of view only to 
the extent that thn market fails to 
efficiently anc:l "'l',it"bly alloc"t'! 
resources. 

By derinition., rrom lol0lrare cconomi~s. 



19. Falss 

20. True 

21. 8 

22. D 

2). Tr<le 

2'1. C 

26. A 

27. True 

28. I"alse 

29. c 

30. D 

- 57 -

Annex 5 

Insurance contributions may not be 
sufficient to cover all t~rgeted 
beneficiaries especially the poor. 
Hence, financing through taxation and 
deficit spending might have to be 
undertaken. 

By definition, coinsurance and deductibles 
require consumer participation in the 
payment of health expense. They work only 
on the consumer side for as long as 
providers are still being paid a fee for 
every service. 

Information asymmetry between users and 
providers, and uncertainty aho"t product 
quality are among the information-baaed 
factors limiting the efficiency of health 
care m;.rke ts. Thene have led to such 
pract. i"ss a3 provi,ler-induced demand and 
price dlscrimination. 

Poopl,' b"y more as pdces decline. 

Difficulties In measuring losses due to 
illness other than medic~l expenses 
(e.g. losses 1n productivity) severely 
limit the coversge insurers are willing 
to take on. 

People facing various risk levels stand 
to gain from insurance. 

, 
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HEALTH ECONOMICS AND HEALTH INSURANCE TERMINOLOGY 
QUESTIONNAIRE II 

1. INTRODUCTION 

A common conceptual base must be developed before any group 
can effectively make the moat efficient use of the talent or skill 
in the group. The concept~al base for the health economics and 
health insurance terminology consists of an understanding of some 
COmmon terminology and procedures used by the system. 

2. OBJECTIVES 

a. To clarify the group members' thinking on health 
economics and health insurance terminology and 
procedures. 

b. To obtain initial feedback on the group's performance in 
building an effective working group. 

3. PROCEDURE 

Step 1. 

Step 2. 

Step 3. 

Step 4. 

Psrticipants individually complete the attached 
Management Questionnaire II. 

Participants work in their assigned groups to 
arrive at group answers for all 30 questions of the 
Management Questionnaire II. In answering the 
questions as a group, participants may find that 
disagreements arise. 

These disagreements should be worked through by 
clarifying differing points of view to reach an 
understanding. 

The participants should not change their individual 
written answera, although they may change their 
opinions after the discussion in their groups. 
Both individual and group answers should be 
recorded on the "Answer Recording and Scoring 
Sheet" under Columns I and II. 

The participants return to the General Session Room 
for scoring of individual and group answers and an 
analysis of group effectiveness. (See group 
scoring task attached.) 

The majority answers of the group are compared to 
the book answers. Where there are major 
differences, the reasons should be explored by the 
group. The groupe should also discuss those 
questions with wide variation in answers by the 
group. 
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MANAGEMENT QUESTIONNAIRE II 
ON 

Annex 5 

HEALTH BCONOMICS AND HEALTH INSURANCE TERMINOLOGY 

1. True or false 

Providing free medical servicee to the poor is just 
as effective in meeting aocial equity objectivea aa 
income transfers in the same direction. 

2. True or false 

The nature of demand for health servicss is such 
that increasing the user charges on health cere 
services will greatly reduce the amount of services 
demanded. 

3. True or false 

Pre-paid health insurance schemes will reducs 
supplier-induced demand. 

4. True or false 

Only a national health insurance plan can achieve 
sufficient risk-pooling. 

5. True or false 

Health insurance induces cost-saving technological 
innovations in hsalth care. 

6. True or false 

Imposing price ceilings on medical services is the 
best way of containing cost. 

7. Which of the foll~wing instruments help minimize 
a regressive aspect of standard health insurance 
plsne wherein re8~urces are transferred from poorer 
but healthier sectors to richer but less healthY 
sectors: 

A. Premium. 

B. Coinsurance. 

C. Deductibles. 

D. Limited coverage. 
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8. True or false 

Mandated employer plans are an effective way of 
extending health benefits to employees without 
affecting government financial resources. 

9. True or fel ne 

Subsidized health insurance for the poor is better 
than income transfers because it has no effect on 
labor supply. 

__________ 10. Mandated employer plana may cause: 

A. Unemployment. 

B. Wsge reductions. 

c. Higher product prices. 

D. Any of the above. 

_________ 11. True or false 

The higher the price of insurance (the amount above 
pure premium), the fewer will be the events the 
individual will ineure against. 

12. True or false 

The larger the magnitude of the loss, the smaller 
will be the amount above the pure premium that the 
individual is willing to pay for insurance. 

____ 13. True or false 

Under compUlsory insurance that covers all medical 
losses, including small and predictable ones, 
consumers will be worse off than if they had a 
choice and could self-insure for such small and 
predictable 108s8s. 
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The next rour queationa will refer to the sraph below 
representing the aarket for medical care. Sl and D1 are the 
supplf and duand curves bel'ors a third parq. health insurance is 
introduced. Initial market equilibrium, at point A, date~ines 
the price, P1, and the level or medical ssrvices actual~ 
conulaed, Nl. 

Price of 
medical services S2 (wi health insurance) 

P3 

P2 

P1 

S1 (w/o health insurance) 

D2 (wi health insurance) 

D1 (w/o health insurance) 

'---------;;::---::-:' '---0-:::-::--- Amount of 
N3 N1 M2 medical aervicea 

14. Once a third partf health insurancs is introduced 
into the picture, market equilibrium will change 
from the one indicated bf point A to another 
indicated bf: 

A. Point B 

B. Point C 

C. Point D 

D. None of the above 

15. The demand curve ehifta from D1 to D2 as insurance 
ia introduced because: 

A. medical care haa become expenaive. 

B. medical care has become chaaper. 

C. medical care has become expenaive to the 
individual. 

D. medical care has bacoae cheaper to the 
individual. 
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____ 16. The new de .. nd curve, D2, illPlie. that: 

A. consumera have become aore aensitive to price 
changes. 

B. conaumers have become aore aenaitive to the 
changes in income (net of insurance premium). 

C. consumers have become less sensitive to 
price changes. 

D. consumers have become less responsive to 
income reduction after insurance prsmium. 

____ 17. The hypothesia Bupporting the change in the supply 
curve from 51 to 52 has something to do with: 

A. supplier-induced demand. 

B. cost-escalating product innovations induced by 
insurance. 

C. cost-effective process innovations induced by 
insurance. 

D. None of the above. 

____ 18. HMOs are considered effective in cost containment 
becauss: 

A. payment for msdical expenees are prepaid. 

B. users face higher copa1ment rates. 

C. providers and insurers are one and the same. 

D. insurers set up monitoring devices for 
providers. 

____ 19. Which of the following helps minimize adverse 
selection: 

A. Compulsory or univsrsal coverage. 

B. Lag time in insurance policy's effectivity. 

C. Group insurance. 

D. AO¥ of the above. 

____ 20. True or false 

With insurance coverags, time rather than monsy 
price becomea a more important determinant of 
health care service utilization. 
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Match the following terms with the appropriate definition: 

____ 21. AS)'1llllletric 
information 

____ 22. Natural 
monopoly 

____ 23. Intersectoral 
allocative 
efficiency 

24. Equity of 
------ distribution 

of health 
services 

_____ 25. Public goods 

_______ 26. Production 
efficiency 

_____ 21. Externalities 

_____ 28. Allocative 
efficiency 

_____ 29. Equity in the 
financing of 
health services 

____ 30. Financial 
efficiency 

A. All those who require certain 
health Bervices regardless of 
location and income status 
have equal opportunity to 
receive them. 

B. In the population a8 a whole, 
the need for health service8 
for 80me does not imP08s a 
disproportionate financial 
burden on any of them. 

C. The input combination 
that minimizes ths cost of 
producing a given level of 
output. 

D. The social marginal costs of 
health care services 
delivered at the margin are 
equal to the social marginal 
benefits. 

E. The relationship between the 
amount of revenues collscted 
from the funding scheme that 
is available for the 
production of servicss and 
the administrative costs of 
collecting such revenues. 

F. The marginal health sector 
benefits are equal to the 
opportunity costs. 

G. Goods or services that ars 
jointly consumed implying 
difficulties in extracting 
payment from those who 
consume such goods and 
services. 

H. When the consumption of 
certain health services by an 
individual confers benefits 
or imposes costs on other 
individuals. 

I. When production is 
characterized by declining 
average costs as output 
increases up to a very large 
amount of output. 

J. When the information set of 
providers is largsr than that 
of consumers. 
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Exercise in Terminology and Team Building 

ANSWER RECORDINC AND SCORlNC SHEET 

I II III 
Question my group book 

answer answer answer 
score Kore 

1. 
2. 
3. 

4. 
5. 
6. 

7. 

8. 
9. _. 

10. 
11. 
12. 
13. 
14. 
15. , 
16. 
17. 
18. 

19. 
20. 
21. 
22. 

23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 

Fig. A-I Answer Recording and Scoring Sheet 
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ANSWER 

1. False 

2. False 

3. True 

4. False 

5. False 

6. False 

7. 0 
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~NTS TO QUESTIONNAIRE II 

COMMENT 

Social equity concerns include such 
aspscts as housing, nutrition and 
education in addition to health. 
Hence, inca.e transfers may be 
considered more effective as it allows 
the poor to address thsse various 
aspscts of social equity according to 
their priorities. 

Demand for health services having 
been found to be generally price 
inelastic 1~p1ies, by definition, 
that the percentage decline in the 
amount of health services dsmandsd 
would be less than the percentage 
increass In uset" s fees. 

Fixin! payments to providers at some 
pt'cdet~t'mincd levol provides 
incentivs to eliminate the use of 
unnece~snry procsdures. With fixed 
r~venues, any cost savinga from the 
elimination of unnecessary care 
directly become added funds for 
salaries and pt'ofits. 

Sufficient risk-pool in! has been 
achieved even by inauranca plans 
covering well-defined local groupings, 
e.g. county-based and company-based 
health inSllrance. 

HavIng a third party payor induces 
cost-escalating technological ' 
innovations as these will impose no 
cost to providers and users of 
medical cat'e but provids certain 
benefits to pt'oviders such as 
prestige. 

The axcess demand it creates and the 
government 8ubsidy needed to eliminate 
the excess out of the market makes 
price cel11nga RIese attracttve 
method of containing the cost of 
medical cere. 



8. False 

9. True 

10. D 

11. True 

12. False 

13. True 

14. C 

15. D 

16. C 

17. B 

18. C 

19. 0 
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Mandated employer plans refer to 
health care financing or provision 
that the government requires 
employers to undertake on behalf 
of employees. The belief that mandating 
health coverage does not affect 
government resources is falAe. To the 
extent that payments towards health 
insurance are tax deductible as a 
businass expense and are not 
counted as taxable income of 
employees, tax revenues are reduced. 

The poor includes sick and healthy 
people. Even aS31jming that sick 
people do not '~or'k, unres tric ted cash 
transfers to all poor people could 
reduce labor' supply if healthy persons 
substitute l,>isure for work. On the 
other hand, subsidized public health 
insurance to the poor leaves their 
incomes unchanged, hence income
induced substitution of leisur'e for' 
wOr'k '~ould not occur. 

Prom theory of demand for' insllr'anCp.. 

The lar'ger the magni~ude of the loss, 
the larger will be the amount above 
the pure pr'emium that the individual 
is wi Uing to pny for' insurance. 
Prom theor'Y of deman.i for insur'ance. 

Under cOlnpulRor'Y comprehensive 
insurance, consumers will be paying' 
a higher' price than they ar'e will in.g 
to pay for small and predic t"bl.e 
expenses. This is so because the 
price insurers will charge wll1 be 
based on averagp. probabil. Uies and ... 
medical expenses, both large and small, 
as well as on the higher cost of 
administering numerous small ~laims. 
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20. True 

21. .1 

22. I 

23. F 

24. A 

25. G 

26. -c 

2'r. H 

28. 0 

29. B 

30. B 
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The total price of a commodity has 
two components: time and money. 
With insurance coverage, money price 
declinea msking time price a 
relatively important component of total 
price. 
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THE PLACE OF HEALTH INSUFANCE 
IN HEALTH CARE FINANCING 

General objective: 

To promote health insurance as a means of supplementing 
the government efforts in financing health care service in 
Fiji. 

Specific objectives: 

(1) To create an understanding of the principles of 
health insurance and their applications in health care 
financing. 

(2) To create an understanding that by appropriate 
applications of the principles of economics of health 
insurance equity at all levels of health care service equity 
may be attained. 

(3) To create an understanding that appropriate 
application of the principles of economics of health 
insurance, better allocation of scarce resources and greater 
efficiency may be attained. 

(4) To convince the audience that health insurance can 
relieve the government of some of the burdens of health care 
financing in Fiji. 

Introduction 

Present scenario 

(1) Escalating cost 
(2) Scarce resource 
(3) Increasing demand and the high expectations of the 
consumers 
(4) Fiji Government as the major provider of health care 
service. 

The Fiji Government has come to the cross-road where it 
has to make a firm decision on where is the way ahead for 
the Fiji health care service. 

The way ahead should be viewed in the light of the 
appropriate method of financing the Fiji health service. 

Whichever direction is taken and ~hatever method is 
chosen the attainment of acuity and greater efficiency are 
of paramount importance. 



Session 1 

Session 2 

Session 3 

Session 4 

Session 5 

Session 6 

Session 7 

Session 8 

- 71 -

Annex 6 

Workshop Outline 

Introduction to workshop 

Present national health status, 
its policies and priorities 

Current health care financing 
system 

Health and health economies 

Health insurance 

Choice of health insurance 

Evaluation and recommendations 

Action plans to be submitted to 
Government 

Conclusion 
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Session 1 

Introduction to workshop: 

1. Health: definition of health 

2. Health care 

3. Health policies and priorities 

Procedures: 

1. The facilitator presents the subject 

2. The participants to discuss issues 

Reference : 

Workshop schedule 
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Session 2 

Present national health status: 

1. The present scenario 

2. Primary health care coverage 

3. Secondary health care coverage 

4. Tertiary health care coverage 

Procedures: 

1. Facilitator presents the subject 

2. Participants to discuss issues with facilitator and in 
groups. 

Reference: 

Reference to other developing countries. 
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Session 3 

Current health care financing system: 

1. Health budget - distribution 

2. Health budget and gross national product and financial 
development policies 

3. Distribution of health care service 

Procedures: 

1. Facilitator presents the subject 

2. Participants to discuss 

Session 4 

Health and health economics: 

1. Socio-economic development 

2. Economics and health 

Procedures: 

1. To present the concept 

2. Participants to discuss in gronps 
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Session 5 

Health insurance: 

1. Principles of insurance 

2. Economic considerations 

3. Design on health insurance system 

Procedures: 

1. Facilitator to introduce the subject 

2. Participants to discuss in groups 

Reference: 

Books and literatures on health insurance. 



- 76 -

Annex 6 

Session 6 

Choice of health insurance scheme 

1. Government as major provider 

2. Type of services to be provided 

3. Role of private sector 

4. Role of insurance 

Procedures: 

1. Facilitator to introduce the subject 

2. Participants to discuss in groups 

References: 

Literatures on health insurance scheme in developed and 
developing countries. 
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Session 7 

Evaluation and recommendation: 

1. Review of the workshop topics 

2. Submission of recommendations 

Procedures: 

1. Group work 

2. Group presentations 

Session 8 

Action plans foroulatod from recommendations 

Procedure: 

Facilitator to compile action plans from the group 
recommendations. 
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HEALTH CARE COVERAGE IN FIJI 

GOVERNMENT AS MAJOR PROVIDER 

Primary health care 
rural-oriented service 
40 - 30% health budget 

Secondary health care 
urban-oriented service 
70-60% health budget 

" " " 
" , ,/ 

,/ 

,/ 
,/ 

,/ 
" ,/ 

, " 
,r-------------~" Secondary health care 

private institutions 
Solo general ____ _ Government r-- _subsidized by 
practitioners 

,/ 
Group practice 

Health insurance 

major provider Government 
8 - 9% GNP 

I 
I 
I 
I 

" " " Free and Government 
subSidized services 

Children (15 years) 
Obstetrics 
Family planning 
Ex-service men 
Destitutes 

Application 
choice 

" " " " " " " , Tertiary 
nil 

health care 
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FOR HEALTH SERVICE 

HEALTH AND SOCIO-ECONOMICS INDICATORS 

1985 - 1986 

Indicators 

1. Estimated population/ 1000 
2. Annual population growth rate 
3. Urban population (%) 
4. Rural population (%) 
5. Crude birth rate/1000 population 
6. Crude death rate/1000 population 
7. Life expectancy at birth 

Male (years) 
Female (years) 

8. Infant mortality rate per 
100 live births 

9. Total fertility rate 
(Women 15-45 years) 

10. GOP per head of population ($) 
11. Health expenditure (SOOO) 
12. Health expenditure per capita ($) 
13. Health expenditure per capita 

as % GDP per head 

1986 Census 

Data 

715,375 
2 

38.7 
63.3 
30 

5.2 

60.0 
65.2 

17.4 

3.3 
1,688 

33,551.0 
46.95 

2.7 

Sources 

01/86 
01/86 
01/86 
01/86 
01/86 
01/85 

01/86 
01/86 

01/85 

03/86 
02/86 
04/86 
04/86 

04/86 

Sources: 01/86: 
01/85: 
02/86: 
03/86: 
04/86: 

Ministry of Health Annual Data 1985 
1986 Fiji Facts and Figures 
1986 ESCAP Population Data Sheet 
Fiji Health Budget Estimated 1986 
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HEALTH FACILITIES COVERAGE - 1986 

GOVERNMENT HEALTH FACILITIES 

(Primary and Secondary Health Care Service) 

Central Western Northern 
Eastern 

Divisional hospitals 1 1 1 
Special hospital 3 
Subdivisional hospitals 

General beds 5 3 3 
Maternity beds 3 1 

Area hospitals 3 1 
Health centres 21 18 15 
Nursing stations 42 21 17 

Totsl health manpower 2858 

Other health facilities 

G.D. 
C/E.D. 
W.D. 
W.D. 

W.D. 

Key: 

D.D. 
C/E.D. -
W.D. 

Private general practitioners 
Bayly Clinic group practice 
Jabua Clinic group practice 
Ba Methodist Hospital 

Catholic Maternity Clinic 

- 93 

- Government 
subsidized 

== Government 
subsidized 

Distributed throughout the three divisions 
Central-Eastern Division 
Western Division 

Total 

3 
3 

11 
4 
4 

54 
80 
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Session 1 

Session 2 

Session 3 

Session 4 

Session 5 

Session 6 

Session 7 
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Workshop Outline 

Introduction to the workshop 

National health policies and priorities 

Existing health care financing system 

Economics and health 

Alternative systems of health care 
financing 

Health insurance and alternative 
organizational forms of health insurance 
scheme 

Conclusions and recommendations 
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Introduction to the workshop: 

Objective of the workshop: 

(1) To provide the participants with: 

(a) the objective of the workshop; 
(b) a description of expected outcomes; 
(c) the schedule of activities; and 
(d) the methods of work 

Procedures: 

(1) The facilitator presents the concepts. 
(2) The participants discuss the issues. 

Reference: 

Workshop schedule of activities 

Annex 6 
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Notes for the facilitators (Session 1): 

General objective: 

To introduce the concept of health insurance as an 
alternative system of health care financing. 

Specific objective: 

To create awareness on how health insurance can assist 
in: 

(a) reducing the burden of the Government in financing 
health care services; 

(b) improving the allocative and operational 
efficiency fo resources: and 

(c) reducing inequity in the provision of health care 
services. 

Introduction: 

(1) The existing system of financing the health care 
services through tax revenue is under severe constraints to 
accommodate the increasing burden of maintaining and 
upgrading the existing health care delivery system in the 
country. 

(2) The government is encouraging more private sector 
participation in the total health care delivery system to 
effect more cost-sharing and risk pooling of expenditure 
outlays. 

(3) The government is also looking into the 
feasibility of introducing an alternative system of health 
care financing possibly in the form of a national health 
insurance scheme. 

(4) In anticipation of the government's commitment to 
impleme1t a national health insurance, there is a need to 
introduce the concept of health insurance to the providers 
and consumers in the health care market. It is proposed 
that for a start, Ministry of Health personnel, who have 
direct involvement in health care delivery be the priority 
group to be exposed to this concept. The proposed workshop 
is therefore targeted towards key personnel of major 
divisions in the Ministry of Health. 

(5) The proposed workshop will be conducted once the 
gwernment makes a firm commitment to implement the National 
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Session 2 

National health policies and priorities 

Objectives: 

(1) To provide an overview of the health situation of 
the country, i.e. the health status and provision of health 
services. 

(2) To have a better understanding of existing 
national health policies, )lrogralllllles and objectives. 

Procedures: 

(1) The senior Ministry of Health officials present 
the issues. 

(2) Clarification and discussion 

F:eferences: 

(1) National Health Development Plan 

(2) Mid-term Review 

(3) Ministry of Health Annual Report 

(4) Other Relevant Policy Papers 
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Session 3 

Existing health care financing: 

Objectives: 

(1) To provide participants with better understanding 
of existing health care financing system. 

(2) To highlight the constraints in the existing 
health care financing system. 

Procedures: 

(1) Senior officials of Pinance Division Ministry of 
Health presents existing Health Care Pinancing System. 

(2) Each individual to list five issues that he/she 
perceives as constraints in the existing health care 
financing system 

(3) The participants to discuss the constraints. 

References: 

(1) Ministry of Health Annual Budget 
(2) Treasury Economic Report 
(3) Other relevant reports on health care financing. 
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Notes for the facilitators (Session 3): 

Assumptions 

Year 

1983 

1984 

1985 

1986 

1. Existing Financing System 

1.1 Government is the main provider of health care 
services being responsible for about 76% of the total 
services and resources expanded for health care in the 
country. In this situatioll there is an increasing 
burden on the government in health care expenditure 
outlays and escalating costs due to increased 
expectation of the population in curative services and 
increased medical technology. The operating budget 
over the last four years shows an upward trend as 
follows: 

Total operating % Increase Total % To 
budget for health national national 
(public sector) operating budget 
($R million) $M million) 

1169.9 18,374.0 4.7 

956.5 9.9 19,015.0 5.7 

1,111.3 16.2 21,537.0 5.1 

1,192.8 7.3 21,954.2 5.4 
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However, health sectors operating budget of funds 
in proportion to total national operating budget have 
not increased at the same rate. 

The ~ain source of funding for the public health 
care system comes from the Government Consolidated Fund 
in the form of tax revenue at national and local 
levels. Other sources include: 

(a) Borrowing - foreign and local 
(b) Social Security Organization 

At the same time revenues collected from minimal 
user fee charges imposed for use of public health care 
facilities contribute an average of only 4% of annual 
operating budget expenses of the Ministry of Health 
which is the main provider of health services in the 
public sector. 

1.2 The growth of private sector reflects the demand 
of services by individual consumers with better 
coordination in terms of geographical spread as well as 
fees levied, the private sector can play an impressive 
,"ole in reducing public sector burden of health care. 

2. Allocative and Operational Efficiency Resources 

2.1 There exists potential resources for health 
insurance funding, i.e. EPF (Employees Provident Fund) 
and SOGSO (Social Security Organization). EPF is a 
compulsory savings scheme for employees in both public 
and private sector which provides benefits to members 
at the time of retirement and to beneficiaries upon 
death of members. SOCSO is a private sector 
contribution scheme which provides certain benefits 
(compensation) to employees in case of employment 
injuries and invalidity. ExpanSion of the benefits 
provided by both these schemes is being considered to 
cover medical care services. 

2.2 There is a need to continue a balanced 
appropriation of resources for preventive health care 
programme while maintaining cost intensive medical care 
programmes. However, there is at present insufficient 
spending in preventive health care programmes compar4ed 
to curative service programmes. This is reflected in 
the appropriation for curative services programme which 
over the years has taken a major share of total 
operating budget in the Ministry of Health as shown in 
the following figures: 



Year 

1983 

1984 

1985 

1986 
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% Appropriations of 
Ministry of Health 

Operating Budget by Programmes 
1983 - 1986 

Percentage Appropriations 

Curative Preventive 
services services 
progr amm' programme Others· 

62.1 22.2 15.7 

60.1 23.2 16.7 

60.7 22.6 16.7 

60.1 23.3 16.6 

Annex 6 

Total 

100 

100 

100 

100 

·Others include administration, dental, training, 
pharmacy, research, planning and development, and 
engineering services programmes. 

2.3 There is a need to review the operational 
efficiency of the existing health care delivery system 
to ensure better utilization of resources. For 
instance, problems in user fee collections involving 
high administrative costs need to be reviewed. 

Other suggested areas for review include manpower 
deployment, review of medical technology and 
utilization of existing services. 

3. Equity of provision of health care system 

3.1 With the system of highly subsidized health care 
for all and a concentration of curative health care 
facilities in urban areas, resources are actually being 
utilized more to the advantage of urban populations who 
have easier a·;cess to relatively well developed 
hospital facilities. In addition, health care services 
provided by tne private sector tend to concentrate in 
urban areas which limit access to selected population 
groups. 
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Session 4 

Economics and health: 

Objectives: 

(1) To introduce the principles of economics in 
health. 

(2) To analyze the health care markets. 

Procedures: 

(1) Facilitator presents the principles of health 
economics .. 

(2) Participants to discuss the issues. 

(3) Facilitator presents analysiS of the health care 
market 

(4) Participants discuss the issues. 

References: 

(1) The Economics of Health in Developing Countries -
Lee and Mills 

(2) Health Economics in Developing Countries - Sorkin 
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Session 5 

Alternative systems of health care financing: 

Objectives: 

(1) To present the various alternatives of health care 
financing and economic consideration in analysing such 
alternatives. 

(2) To analyze the feasibility of implementing such 
alternatives in the existing system. 

Procedures: 

(1) Facilitator to present the various alternatives of 
health care financing and economic considerations. 

(2) Croup discussion on the feasibility of 
implementing such alternatives in the existing system. 

References: 

(1) Report on Health Care Financing Study. 
(2) Fees (Medical) Order 1982. 
(3) Relevant regulations. 
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Session 6 

Health insurance and alternative organizational forms of 
health insurance scheme: 

Objectives: 

(1) To introduce and familiarize participants with the 
concept of health insurance. 

(2) To describe how health insurance can assist in: 

reducing the burden of the government in 
financing of health care services. 

improving the allocative and operational 
efficiency of resources. 

reducing inequity in the provision of health 
care services. 

(3) To present various organizational forms of health 
insurance schemes. 

(4) To analyse the implications of introducing health 
care markets. 

Procedures: 

(1) Team development exercise to gauge participants 
thinking. 

(2) Facilitator presents the concept of health 
insurance and its role in health care financing. 

(3) Participants to discuss the issues. 

(4) Facilitator presents various organizational forms 
of health insurance scheme and their implication to the 
health care markets. 

(5) Participants to discuss the issues. 

References: 

(1) Reports on Health Care Financing Study 
(2) The Economics of Health in Developing Countries 
(3) Health Insurance in the Developing Countries: 

Prospect for Risk Sharing - J.S. Akin 
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Conclusions and recommendations: 

Objectives: 

(1) T? synthesize the results of the previous 
discussion in order to reach an agreement on: 

Annex 6 

(a) What each participant has gained from the 
workshop; and 

(b) Recommendations of future plan of action. 

Procedures: 

(1) Participants to give feedbacks. 

(2) Group discussion on the recommendations on future 
plan of action and followed by a plenary session. 
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DISCUSSION 

(Session 6) 

lIealth insurance and alternative organizations forms of health 
insurance scheme 

Procedure 

(1) Team development exercise to gauge participants' thinking on 
health insurance. Questionnaire related to health insurance 
terminology to be distributed 

(2) Introduction to the concepts of health insurance and its role 
in health care financing 

1. ~~at is health insurance 

Insurance provides the means by which risks. or uncertain events, 
are showed between many people. 

Premiums are paid to an insurance institution, which compensates 
any insured victim of the event for any financial loss resulting from 
the event. Insurance therefore helps to lessen and spread risks and it 
relies on the fact that what is unpredictable for an individual is 
highly predictable for a large number of individuals. 

It follows that for insurance to be feasible, there must be enough 
individuals insured to spread risks widely, and the uncertain events 
must be relatively independent of each other. 

Private 

It can be purchase by an individual or groups through the private 
market and under these circumstances, is conventionally termed private 
or voluntary health insurance. 

Government 

Health insurance organized by tile government or by a publiC: body is 
usually termed as social insurance, social security or compulsory health 
insurance. 

Basic ideas on the economics of health insurance 

In assessing the desirability of any health service delivery or 
financing approaches, we need to look at the following criteria or 
objectives: 

(1) Equity of distribution of health services - where all those 
who require certain health services regardless of location and 
income status, have equal opportunity to receive them. 
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(2) Equity in the financing of health services - wherein the 
population as a whole, the need for health services for some 
does not impose a disproportionate financial burden on any of 
them. 

(3) Production efficiency - lower unit cost for the consumers 

(4) Al.locative or utilization efficiency - where the social 
marginal costs of health care services delivered at the margin 
are equal to the socail marginal benefits. 

(5) Financial or funding efficiency - the relationship between the 
amount of premiums collected from the funding scheme that is 
available for the production of s~rvices and the 
administrative costs of collecting such revenue. 

(6) Intersectoral allocalive efficiency - the marginal health 
sector benefits are '-qual to the opportunity costs. 

Harket on health insurance 

(1) Determinants of demand 

(a) Income (a low or high income person migh prefer to self
insure than one with an intermediate income) 

Utility 

U 

Ul 

Income 
Il I 
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(b) Price 

1be higher the price above pure premium the fewer will be 
the events the ildividual will insure against. 

Price 

Frame of events 

P3 (will not insure) 

. P2 

PI (will insure. 

Probability 
of illness 
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(c) Magnitude of the loss 

The larger the magnitude of the loss, the greater is the 
willingness to pay above the premium. 

Price 

Loss 

(d) Probability of the event occurring 

Very low or very high probability of the event occurring 
means persons will be less willing to pay abov.! the 
premium. 

Pric 

~~~ ____________________________ ~ ________ Events 
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2. Supply considerations 

As to the inability of the financial institution. 

(a) Administrative cost 

e.g., cost of collecting contributions 
cost of retrieving claims 

(b) Economics of scale 

If lsrge numbers of people are covered, it would reduce the 
administrative loss. Compulsory schemes would have to be 
introduced to increase numbers. 

(c) Adverse selection 

Under voluntary schemes, people at high-risk group would be 
the ones who are insuring themselves. To reduce the 
adverse selection, risk pooling could be produced. 

(d) ~Ioral hazard 

Once a person is insured, there occurs behavioural changes 
leading to an increase in use of health facilities. In order 
to reduce costs, the introduction of the following should be 
looked into: 

co-payments/co-insurance 
impose limits/ceilings 

- deductibles 

3. Market performance 

Existing health care system 

Assumptions 

(a) 
(b) 
(c) 

(d) 

Tax burden cannot be increased 
Certain portion of the population is not covered 
The increase in health expenditure is more than the increase 
in health budget 
Fees collected are negligible 

Possible effects of the introduction of national health insurance 
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Possible effects on the public delivery system 

(1) Sufficient risk pooling. May lead to increase in costs and 
services provided. 

(2) Some portion of the urban consumers will go to the private 
sector. 

This viII increase the availability of funds, not only for the poor 
and rural sector. This viII result in increased coverage; reduced 
demand for non-essential services from the public sector (due to the 
shift to private sector); vould help to improve functional offices. 

Co-payments, premiums, prepayments deductibles viII be used to 
enhance allocative efficiency. 

Increased demand 

(Illustration here) 

Possible effect on private providera 

(1) expansion of private sector 

(a) capacity (possible cost escalation) 
(b) coverage 

(2) (depending on payment) 
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COUNTRY TRAINING PROTOCOL 

MANAGEMENT WORKSHOP 

PH LL I PP INES 

NATIONAL WORKSHOP ON THE ROLE OF THE MEDICARE PROGRAMME 

AS A FINANCING MECHANISM 
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Outline of Workshop 

Session 1 Introduction 

Session 2 Health and health care system 

Session 3 Role of economics in health 

Session 4 Health insurance 

Session 5 Medicare programme 

Session 6 Preparation of training design for 
provincial/district/level workers 

Session 7 Team building exercises 
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Session 1 

Introduction: 

Objectives: 

(1) To provide the participants with: 

(a) objective of the workshop 
(b) schedule of activities 
(c) mechanics of the workshop 

(2) To identify other concerns and needs of the 
participants 

Procedures: 

(1) The facilitator gives briefing on the rationale, 
objectives, mechanics and schedule of workshop. 

(2) The participants discuss/give comments about the 
issues and concerns. 

(3) The facilitator encourages participants to surface 
other needs and concerns. 

(4) The participants orally present other needs and 
concerns if there is/are any. 

References: 

(1) Workshop description and objectives 

(2) Workshop schedule 

(3) General plan for the workshop 
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Notes for the facilitator (Session 1): 

1. The objectives of the workshop are the following: 

1.1 General objective: To strengthen awareness 
on the role of the medicare programme as a healthy 
financing mechanism. 

1.2 Specific objectives: 

a. To discuss health and the health care 
delivery system. 

b. To explain the economics of health 
insurance. 

c. To describe the atatus of implementation 
of the present medical care (Medicare) 
program (Phase I). 

d. To disseminate information on the 
expansion of the present Medicare 
programme (Phase II). 

2. In preparing the Workshop Schedule of Activities, 
the facilitator may use a format convenient to ber and/or 
the participants may refer to a model workshop schedule as 
presented in Annex 3 of the Facilitators Guide on Managing 
Systems for Better Health by WHO. 
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3. There will be wor-,shop activities where the 
participants will be divid~i into slIIall groups. At this 
point and taking into consi,ieration the specific objectives 
and expected outputs of the workshop activities the 
facilitator should determin·, the number of groups and the 
category of participants in each group. 

4. Regarding mechanics and other activities of the 
workshop the facilitator should refer to Workahop Schedule 
and General Plan for the Workshop to get reminded of 
necessary things to prepare during the conduct of the 
workshop. 

5. Facilitator shoul,j be sensitive to other 
needs/concerns of the parti.:ipants. 

6. To effectively manage group activities the 
facilitator should be aware of the interpersonal skills 
needed in facilitating. As an additional preparation, the 
facilitator should refer to Annex 4 and Annex 5 
(Facilitators Guidelines in Managing a Group Process and in 
Conducting Workshop Sessions) of WHO's Managing Systellls for 
Better Health, A Facilitators Guide, 1988. 

Assumptions: 

(1) The cost of medical care (out-of-pocket cost) to 
consumers is high. 

(2) Limited coverage of the Phase I - Medicare 
Programme 

(4) People are not aware of the importance/benefits of 
the health insurance. 
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Session 2 

Objectives: 

(1) To describe the health situation of the country 
including health status and health services. 

(2) To describe national policies and programmes 
towards improvement of health care services. 

Procedures: 

(1) A key official in the Department of Health 
presents issues. 

(2) Participants clarify/discuss issues. 

References: 

(1) National Health Plan 

(2) National Health Development Plan 
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Notes for the facilitator (Session 2): 

Reviewing the health care system including PRC concepts 
is important, since recommendation on how to provide 
adequate health care services can be done only after making 
an assessment on the health care situation snd how the 
community particip1lted in the achievement of the national 
goal which is health-for-all. 

A senior health official shall be requested to provide 
inputs on the: 

(1) Present health care situation highlighting the 
following: 

(a) health and health care 

- concepts 
- health status 

(b) health care delivery system 

organization 
programmes and projects 
health services 
health services strategies/approaches 

(2) National policies, programmes and health manpower 
development priorities towards improvement of health care 
services. 
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Notes for the facilitator (Session 2): 

Reviewing the health care system including PHC concepts 
Ls important, since recommendation on how to provide 
adequate health care services can be done only after making 
an assessment on the health care situation and how the 
community participated in the achievement of the national 
goal which is health-for-all. 

A senior health official shall be requested to provide 
inputs on the: 

(1) Present health care situation highlighting the 
following: 

(a) health and health care 

- concepts 
- health status 

(b) health care delivery system 

organization 
programmes and projects 
health services 
health services strategies/approaches 

(2) National policies, programmes and health manpower 
development priorities towards improvement of health care 
services. 

While this will be an opportunity for the participants 
to find out about the concerns of top management and their 
strategies/approaches to achieve adequate health care, they 
can have a dialogue with top management to clarify certain 
pOints relative to the issues for discussion as well as 
their own concerns about the present health care delivery 
system. 

The facilitators should brief the requested senior 
official about the overall ojectives and expected output of 
the workshop, category of participants attending, and the 
objectives of the session on health and health care delivery 
system. This can be done verbally or in writing. 
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Session 3 

Role of economics in health: 

Objectives: 

(1) To discuss concepts, principles and theories of 
economics. 

(2) To appreciate the relevance and contributiobs of 
economics to the health sector. 

Procedures: 

(l) Resourc'. person presents inputs on role of 
economics in heal:h. 

(2) Participant reacts to presentation by asking 
questions, giving other ideas and clarifying certain issues. 

Reference: 

Health Economic in Developing Countries 
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Notes for the facilitator (Session 3): 

The main purpose of this session is to provide the 
participants an awareness and understanding of the 
considerable value and potential contribution of economics 
to the health sector. It should trigger the participants' 
thinking about the increasing importance of economics in the 
financial management of health sector. 

In the initial phase of this session, participants 
should be given a background information about Development 
and Health highlighting the meaning of development and 
economic growth, the different sources of economic growth, 
conceptual frameworks/models on macro-economics that could 
show relationships between principle, processes and events 
that contribute to socio-economic development. Participants 
on this stage should be given an opportunity to 
insinuate/evaluate the present issues of development and 
economic growth of the country utilizing a structural 
learning experience. 

The facilitator presents relevant key economic 
theories, concepts and techniques to demonstrate the 
considerable value of economics to the health sector. 
Emphasis on the potential contribution of economic 
principles t) the health sector and its role in influencing 
an evaluati01 of health strategies should also be given. 

At the end of this session, participants should be able 
to: 

(1) ~ppreciate the significance of economics and 
health economists to health care and health; 

(2) Apply the economic concepts and techniques in 
analyzing the allocation of resources to and within the 
health sec~or of the country in a systematic way; and 

(3) Identify the different interventions and evaluate 
its impact to improve health of the country. On the other 
hand, the facilttator should offer guidance to the 
participants. 

Handouts on glossary of economic concepts (example: 
demand, supply, price, elasticity, equity, etc.) and summary 
of the main issues should be prepared to supplement the 
inputs given by facilitators. 
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Session 4 

Health insurance: 

Objectives 

(1) To explain the importance of health insurance in 
reaching National Health Policy Goal. 

(2) To appreciate the relationship of health insurance 
to economic principle and potential issues of health policy. 

(3) To discuss the elements of a health insurance 
system and how the formulation of details for a specific 
element is related to national social health policy. 

Pr·)cedures: 

(1) The facilitator introduces the session and 
discusses subject matter. 

(2) The participants clarifies and discusses 
concepts/issues. 

Notes to the facilitator (Session 4): 

In preparation for this session, the objectives and 
expected outcomes of the session on Health Insurance will be 
discussed with the invited resource person. 

This session will give the participants basic 
information about health insurance, its elements and its 
rol .• in reaching national health policy goal. The 
dis:ussions will highlight the effects of the health 
insarance on the medical care cost considering both supplier 
and consumer and the government's role in the implementation 
of ,I health insurance system. 
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Session 5 

Medical care programme - Phase I and Phase II 

Objectives: 

(1) Describe medical care programme as a health 
insurance scheme 

(a) Phase I 

(1) objectives 
(2) history 
(3) organization 
(4) coverage 
(5) contribution 
(6) benefits 

(b) Phase II 

(1) objectives 
(2) organization 
( 3) coverage 
( 4) contribution 
(5) benefits 

( 2) To appreciate the importance and advantage 
medicare programme as a financing mechanism. 

Procedures: 

(1) Medicare officer discusses the programme 

of 

(2) Participants clarify and discuss the subject 
matter. 

References 

(1) Revised Philippine Medical Care Act P.D. No. 1519 

(2) Pilot Study on Phase II of Medicare Programme 
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Notes for the facilitator (Session 5): 

In order to appreciate the importance and advantages of 
the medical care programme as a health financing mechanism, 
a senior official from Medicare Commission shall be 
requested to present the programme highlighting the 
contributions and benefits. 

This will give an opportunity for the participants to 
ask questions, suggest other areas for reforms and discuss 
problems/concerns relative to the Medicare programme. 

It is advantageous to have handouts/pamphlets prepared 
to be distributed to the participants. 
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Session 6 

Trainin~ design for provincial/district level health 
,,'orkers: 

Objectives: 

(1) To formulate learning packages that will be used 
in the implementation of workshop for lower level health 
workers. 

(2) To prepare a plan to implement workshop for lower 
level health workers. 

Procedures: 

(1) Facilitator introduces session. 

(2) Facilitator div1des participants in small groups. 

(3) The groups work on the tasks and prepare written 
report. 

(4) A representat1ve of each group presents group 
output for discussion in a plenary session. 

References: 

(1) Reading materials on Training Course Designing 

(2) Facilitators Guide on Managing Systems for Better 
Health 
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Notes for the facilitator (Session 6) 

l'acilitator will revillw with the participants the 
proce,;s of designing traimng programmes by giving a 
lecturette on the model and parameters of a design for a 
training programme. Planning learning experiences will be 
empha •. ized which will include writing objectives, 
formulating session plans and selecting teaching-learning 
experiences. 

Facilitators may present a sample of a learning package 
or refer participants to WHO's Managing Systems for Better 
Health, a Facilitators Guide for their reference. 

In preparing the plan to implement workshop for lower 
level health workers, participants will decide on their 
format for presenting the plan but will consider the 
following: 

(a) specific activities in relation to the workshop 
that will be implemented 

(b) category and number of participants targetted 

(c) schedule (inclusive dates) 

(d) person(s) responsible 

(e) resource requirements 

(f) evaluation indicator(s) 
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COUNTRY TRAINING PROTOCOL 

MANAGEMENT WORKSHOP 

REPUBLIC OF KOREA 

NATIONAL WORKSHOP FOR THE FACILITATORS 

IN EXPANDING THE URBAN SELF-EMPLOYED 

HEALTH INSURANCE PROGRAMMES 

Annex 6 
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Assumption 

The objectives and aims of the workshop were set based on 
the following assumptions: 

(1) If the facilitators/participants are trained 
apporpriately in terms of relevant knowledge and skill, and if 
they provide proper opportunity for the self-employed people 
to understand the way in which insurance premium are levied, 
then the dissatisfaction of self-employed people can be 
successfully eased. 

(2) Through the efforts to ease the satisfaction of the 
self-employed people, the collection rate of insurance 
contribution will be increased. 

Workshop Strategies 

(1) Facilitators/trainers will be selected from each 
large cities and provinces and they will be composed of 
consumer representatives, insurance workers, government 
officers, research and teachers in universities and colleges. 

(2) After the facjlitators are trained and equipped with 
related knowledges and skills, they, in their respective 
cities and provinces, will organize and run training 
programmes for the insurance workers and consumers. 
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Background 

(1) The Korean Government has a plan to introduce the 
self-employed health insurance programme for the urban 
dwellers starting from 2 July 1988. 

(2) Determining the amount of the household contribution 
and its collection found to be most troublesome and difficult 
in case of the similar health insurance programme already 
introduced to rural areas from 2 January 1988. 

(3) Fair levying and high rate of the collection of the 
premium, however, are most important factors influencing the 
successful introduction and settlement of the new insurance 
programme. 

(4) Therefore, training not only for the insurance 
workers but also for the consumers on the premium levying and 
collection is urgently needed. 

Problems 

(1) The difficulties of identifying the sources and 
amount of income for the self-employed. 

(2) The difficulties of preparing a uniform model of 
contribution for the self-employed people due to the wide and 
variable range of income. 

(3) The difficulties of convincing the self-employed 
people t~at contributiobs for them can not be the same ss 
those for the employees. 
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Workshop Outline 

Session 1 Introduction to the workshop 

Session 2 National policies on the expansion of the 
urban self-employed health insurance 
programme 

Sesison 3 Economic aspects of health insurance 

Session 4 Methodology for levying and collecting 
contribution 

Session 5 Teaching methodology 

Session 6 Team development 
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Session 1 

Introduction to the workshop: 

(1) Objective of the workshop 

(2) Expected outcome 

(3) Schedule of activities 

(4) Methods of work 

Sesssion 2 

National policies on the expansion of the urban self-employed 
health insurance programme: 

(1) Current status of health security programme. 

Participants are able to: 

(a) describe current status of the health security 
programmes in Korea; and 

(b) tell the difference among programmes. 

(2) Government policies on the expansion of the urban 
self-employed health insurance programme: 

(a) describe government policies for the expansion; and 

(b) identify operating problems associated with the 
expansion 



- 120 -

Annex 6 

Session 3 

Economic aspects of health insurance: 

(1) Definition of health 

(a) describe the concept of health 

(b) obtain consensus on the status of health in Korea 

(2) Health care services as an output as well as an input to 
health participants are able to: 

(a) tell characteristics of health services 

(b) identify the composition of health system 

(e) describe the role of health services on the 
socio-economic development 

(d) analyze the determinants of health 

(3 Sources of finance for health services 

(a) describe the sources of financing health services 

(b) explain the advantages/disadvantages of various 
financing sources 

(4) Economics of health insurance 

(a) teach the principle of insurance (i.e. risk pooling 
and spreading) 

(b) describe the characteristics of health insurance) 

(c) explain the economic impact of health insurance on 
the use of health services 

(d) explain the redistribution effect of health 
insurance programme 
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Session 4 

Methodology for levying and collecting contribution 

(1) Characteristics of the self-employed and employees 

(a) describe socio-cultural differences between the two 
groups 

(b) describe differences in income structure 

(c) describe differences in premium collection 

(2) Characteristics of urban self-employed and rural 
self-employed 

(a) describe the differences in mobility between the two 
groups 

(b) describe the difference in the degree of income 
exposure 

(c) describe the difference in the level of social 
solidarity 

(3) Methods of the contribution-levy 

(a) estimate the annual health care expenditures for a 
unit area 

(b) explain the ways of levying contribution 

(c) tell the necessary date to set reasonable 
contribution for each household 

(4) Methods of contribution collection 

(a) demonstrate various methods of collecting 
contribution 

(b) describe merits and demerits of various methods 

(c) explain counter-measures for the un-paid 
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S'lssion 5 

Teaching methodology 

(1) Group dynamics 

(a) motivate participants to reach a group consensus 

(b) acquire effective communtcation skills enough to 
persuade them 

(2) Instruction methodology 

(a) deliver teaching methodology that is suitable for 
the expansion of health insurance to urban residents 

(b) develop learning materials 

Session 6 

Team development 

(1) Management exercise 

(a) develop management questionnaire 

(b) analyze the effectiveness of group process 

(2) Team development exercise I & II 

(a) develop a format for health insurance workers (1) 

(b) develop a format for consumer representatives (II) 
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METHODOLOGY FOR LEVYING AND COLLECTING CONTRIBUTION 

(Session 4) 

Lesson plan 

Objective: 

To provide facilitators/participants with an 
understanding of the skills and techniques concerning the 
contribution, levy and collection. 

Contents: 

(1) Characteristics of the self-employed 

(2) Methods of contribution - levy 

(3) Methods of contribution - collection 

Assumption: 

Without the solid knowledge on the characteristics of 
urban self-employed, the facilitators will not be able to meet 
the basic requirement of the workshop. 
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Outline: 

(1) Characteristics of the self-employed 

(a) Frame for comparison 

- employees 

/rural 

- self-employed 

""'-urban 

Differences in: 

- employt.ent status 
- income structure 
- collection of 

se If-employed 

self-employed 

Differences in: 

- mobility 
- income exposure 
- social solidarity 

contribution 

(b) Categories of the urban self-employed 

self-employed individuals (artists, merchants, 
taxi drivers, etc.) 
small firms with four employees or less 
person beneficiaries 
housemaids, and the like 
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(c) Comparison of the self-employed and employees 

Income structure 

Range of income 
Periodicity 

of income 
Stability 

of income 
Type of income 

Degree of income 

Employees 

relatively narrow 

regular 

stable 
labor income 

100% 

Collection of contribution 

Not1fier of 
contribution 

Payer of 
contribution 

Unit of levying 

Employees 

firms and schools 

employer 

employee 

Self-employed 

wide 

irregular 

unstable 
labor income 

+ 

property income 

20% 

Self-employed 

insurance 
societies 

individuals 

household 
members 
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(d) Comparison of the urban self-employed and rural 
self-employed 

Mobility of residents 

degree of mobility 

% inflow and outflow 

number of houseless 
family 

Income exposure 

tax data 

Social solidarity 

kinship 
geographical 

solidarity 
schooling solidarity 
community solidarity 

Rural 

low 

30% 

small 

very high 

very high 
very high 

high 
high 

Urban 

very high 

55% 

relatively 
large 

low 

low 
low 

low 
low 
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(2) Methods of the contribution levy 

(a) Estimate of the annual health care expenditures for 
a city 

1. The concepts of health care expenditures. 
The facilitator should be aware of the fact that the 
level of contribution is related to the size of 
health care expenditure under the coverage of health 
insurance programme. Therefore, they are required 
to identify factors involved in the estimate of 
health expenditures. 

What activities should be included in the 
estimates? 

a. the activities of the government medical 
services 

b. all medical activities (a. plus the 
activities of non-government hospital and private 
practices) 

c. all health care activities (b. plus 
household and self-care and the services of 
traditional practitioners, etc.) 

d. all health-related activities (c. plus 
water supply, education, nutrition, etc.) 

a - too narrow to be useful, though data are the most 
accesible and reliable 

b - common (Prof. Brian Abel Smith's 1987) 
c - mostly widely used at present 
d - most desirable definition, but difficult to 

separate and to compensate from others. 
The magnitude of health care expenditure depends 
on how you define the scope of health sector. 
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2. The scope of health care expenditures under 
insurance According to the Article 29 of the Health 
Insurance Law, medical benefits under the following 
six items shall be granted for any diseases or 
injuries of the insured and their dependents. 

a. diagnosis 
b. provisions of pharmaceuticals or medical 

treatment materials 
c. treatment, operation and other remedy 
d. hospitalization in medical facilities 
e. nursing care 
f. transfer 

Therefore, it is reasonable to estimate the 
magnitude of health insurance expenditure under the 
above definition. This estimate is close to the 
second definition in the concept. 

3. Estimate health insurance expenditures: 

The facilitators should be aware of the 
procedure for calculating health insurance 
expenditures. Health insurance expenditures can be 
divided into two components, the health benefit 
expenditures and administrative expenditures. The 
former is composed of in-patient and out-patient 
cost. The latter is composed of personnel cost, 
materials, computers and other miscellaneous 
expenses. In addition, the number of eligible 
persons should be identified in the city. This can 
be done by excluding those under other kinds of 
health insurance and the medical assistance category 
beneficiaries. 
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The formula for the estimation is as follows: 

where 

B =[ (P, 

where 

T: total health insurance 
expenditures 

B: amount of health insurance 
benefits 

A: administrative cost 

U,) + (Po' U,,)] x N 

P,: health expenditure/in-patient case 

P: health expenditure/out-patient • case 

~: no. of in-patient/cases/ 
person/year 

Uo: No, of out-patient 
cases/person/year 

N Total number of eligible persons 

A = P + M + C + 0 

where P personnel cost 

M maternal cost 

C computer 

0 others 

POSSible indicators for administrative 
expenses: 

(a) operating expenses/person/year 
(b) percentage of administrative cost over 

total expenditures 
(c) the ratio of administrative cost to 

benefit amount 
(d) break-down by components 
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(b) Government subsidization 

% of subsidy 
to income 

1. The subsidization policy 

The facilitators should be aware of the fact that 
the government plans to subsidize the contribution 
of the urban self-employed household. Thus, the 
amount to be collected from the urban self-employed 
is as follows: 

1/2 [benefit expenditure + administrative 
expenses] = 1/2T 

2. Equity vs. allocative efficiency 

How to distribute the government subsidy needs 
to be examined. There are two proposals for this:. 

Proposition 1: Each household shall be given half 
of his contribution amount, regardless of his 
income. 

Proposition 2: 
exc lusi vely to 
administer but 

The subsidy should be given 
the poor. The former is easier to 
has little redistribution effects. 

The latter, meanwhile, it is not easy to identify 
the poor, has greater redistribution effects. If 
equity is really to be pursued, them additional 
resources should be spent on to identify the poor 
and their level of income. The Administration seems 
to be heading toward the Proposition 1. Obviously, 
it is recommendable to let the local health 
insurance society decide it. 

income 

Proposition 1 

% of subsidy 
to income 

threshold income 

Proposition 2 
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(b) Government subsidization 

1. The subsidization policy 

The facilitators should be aware of the fact that 
the government plans to subsidize the contribution 
of the urban self-employed household. Thus, the 
amount to be collected from the urban self-employed 
is as follows: 

1/2 [benefit expenditure + administrative 
expenses] ~ 1/2T 

2. Equity vs. allocative efficiency 

How to distribute the government subsidy needs 
to be examined. There are two proposals for this:. 

Proposition 1: Each household shall be given half 
of his contribution amount, regardless of his 
income. 

Proposition 2: 
exclusively to 
administer but 

The subsidy should be given 
the poor. The former is easier to 
has little redistribution effects. 

The latter, meanwhile, it is not easy to identify 
the poor, has greater redistribution effects. If 
equity is really to be pursued, them additional 
resources should be spent on to identify the poor 
and their level of income. The Administration seems 
to be heading toward the Proposition 1. Obviously, 
it is recommendable to let the local health 
insurance society decide it. 
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(c) Ways of levying contribution 

1. Hethod: currently used 

(a) For employees health insurance 
(H l ): 3 8% of the salary for the insured. 
These are equally shared by employees and 
employers. 

(b) For the self-employed 

First pilot project (M2) 

Five contribution grades determined by village 
chief and community leaders, based upon the 
level of living. 

Second Pilot Project (H3) 

Four factors are adopted as determinants of 
contribution. This method is also applied to 
rural M. I. projects. 

Principle Method of Proportion 
factors counting 

benefit [househOld each householJ principle family size number 

about 

60% 

ability [income income from 

J to pay farming,etc. 
principle property house, land 

about 

40% 
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2. Comparison of the above three methods: 

-M1: - easy to administer 
- positive income redistribution effect 

-M2: - relatively easy to administer 
- not enough to reflect various income 

levels 

M3: complicated 

- various kinds of detailed data needed 
- income components based on the previous 

year 

3. Determination of the contribution for Urban 
Households Points to be emphasized: 

- status of income distributions is worse 
than that of rural residents 

- income exposure rate is relatively low 

- income is mostly derived from the 
combination of labor and property 

4. Model of levying contribution 

Based upon the above points, the ability 
principle should be pursued as far as possible while 
benefit principle is inevitable. 

Benefit prinCiple 

Component Household, Family Size 

Weight 50% 

Ability 
principle 

Income 
Property 

50% 

The weight can be changed under consideration of 
income exposure rate and income distribution status 
of the insured. 
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(d) Data collection for determining each household 
contribution 

(e) 

1. Collect data on the eligible population and 
family size of household including address change 
(from local administrative offices) 

2. collect income data of each household (from 
local tax offices) 

3. collect property data of each household 
(from local administrative offices) 

Balancing the income and the expenditure 

1. Three possibilities 

Income < Expenditure _.,.1 'f 
Income > Expenditure _ ~ I J 
Income = Expenditure 

2. Financial stabilization fund (FSF) 

It is essential for the facilitators to 
understand contents of the new program, the 
Financial Stabilization Fund, to be implemented by 
July 1989. This fund is necessary for containing 
the rise of health care expenditures and to ma 
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(d) Data collection for determining each household 
contribution 

1. Collect data on the eligible population and 
family size of household including address change 
(from local administrative offices) 

2. Collect income data of each household (from 
local tax offices) 

3. Collect property data of each household 
(from local administrative offices) 

(e) Balancing the income and the expenditure 

1. Three possibilities 

Income Expendi ture I 

Income Expenditure I 

Income Expenditure 

2. Financial stabilization fund (FSF) 

It is essential for the facilitators to 
understand contents of the new program, the 
Financial Stabilization Fund, to be implemented by 
July 1989. This fund is necessary for containing 
the rise of health care expenditures and to make 
financial adjustment among different health 
insurance programmes. The fund will be run by the 
National Federation of Medical Insurance (NFMI). 
The law says, "Each society should contribute a 
certain amount up to the 5% of total contribution 
income to the FSF." 
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The fund will exclusively be used for: 

(a) High cost health expenditures (say, 
3 million and above). 

As high co-insurance is used, the financial 
hardships for the large loses are frequent. Thus, 
the fund is to ease the burden through the pooling 
the large risks. 

(b) Health expenditures for the elderly. 

Currently, the self employed health insurance 
programmes have to bear the burden of the medical 
expenditure for the elderly. 

Those retired from any kinds of employment are 
to be covered by the self employed health insurance. 
Thus the proportion of the aged is much higher in 
the self-employed programme. Therefore, financial 
adjustment among programmes can be justified from 
the equity point of view. 

3. The total amount of contribution to be 
levied is: 

1.05 x (1/2 T) 
I ------------------------------------------

the collection rate of contribution 

-
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(3) Methods of contribution collection 

(a) Objectives 

The facilitators are required to demonstrate various 
methods of collecting contribution and their implications 
and counter-measures for the un-paid. 

The importance of contribution collection should be 
fully understood because it is a key that determines the 
financial viability of health insurance programme. 

(b) Collection rate of contribution 

Employees Self-Employed 

Collection rate 100% 73.5%* 

*Rural Health Insurance Programme as of July 1988 

Reasons: While the method of employee health 
insurance programme can withhold the contribution 
from each employee's monthly salary by the employer. 
the self-employed health insurance programme has 
either to rely on their voluntary payment or to 
collect contributions by the members of health 
insurance plan. 
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(c) Methods of collecting contribution 

1. Voluntary payment to the insurer or banks 

- least cost 
- most desirable 
- some people are reluctant to pay 

voluntarily 

2. Using contribution collectors 

- indispensible method for the unpaid 
- in case that the number of unpaid is 

large. the cost to employ many collectors 
is burdensome 

3. Automatic payment through bank account 

notice of 
contribution 

the insured 

- target population: those who hold bank 
accounts 

- very efficient to urban-dwellers 
- limited only to bank account holder 
- procedures 

The 

notice of 
contribution 

money deposit 

-------'> 
<---------

notice of transfers 

treasurer 
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4. Integrated billing system 

- currently, the government is testing the 
usefulness of the lntegrated billing system. 
This is 8 method t) integrate 811 user fees 
such as electricity, water, telephone and 
sewage disposal, etc. into a single package. 
Thus health insurance contribution of each 
household can be added to this package. This 
method is very cheap and can be applied to 
every urban household. 

- can minimize resistance from the insured 

- further study is needed prior to the 
implementation 

- procedures 

Th/,urer 

noticeof / ~ 
contribution 

notice of 
paym~ 

Mayor~ Banks 

~ payment 

~ 
the insured 
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(d) Counter-measures for the unpaid 

1. Reasons of not paying: 

a. unable to pay 
b. negligence to pay 
c. complaint of magnitude of contribution 
d. resistance to health insurance programme 

2. Possible measures 

a. active campaign through mass media by 
the government or NFMI 

b. active persuasion by opinion leader as 
well as by the insurance staff 

c. to discount the contribution in due 
process of negotiations if their appeal 
is reasonable 

d. to let them know that the fine and 
coersive collection to follow 

e. to check the possibilities of 
transferring those chronic non-payers to 
the Medical Assistance Programme. 
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