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ABSTRACT
For more than a decade now, the national health accounts (NHA) of the
Philippines has been providing data that are important for health
policymaking. Information from the NHA provided part of the argu-
ment that led to the passage of the National Health Insurance Act of
1995. The NHA was also used as a key guide in the formulation of the
Health Sector Reform Agenda of 1999 and the implementing framework
of the FOURmula ONE for Health of 2005. At present, the NHA not
only continues to be important for health policymaking. It has also
become indispensable as a tool for monitoring and tracking outcomes
of health sector policies. To further expand its usefulness, the Philip-
pine NHA underwent major restructuring, specifically in the classifica-
tion of health expenditures by uses of funds. The revised NHA now
includes several types of breakdown by uses of funds. These new
breakdowns are by health provider, by health care function, by geo-
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graphic unit or province, by age of the beneficiary of health care, and
by income group of the beneficiary of health care. Analysis of prelimi-
nary 2003 estimates of the revised NHA matrices reveals new details of
the manner by which health funds are utilized in the Philippines—data
that are not available in the original NHA.

INTRODUCTION

The national health accounts (NHA) of the Philippines provides annual estimates
of the country’s health care expenditures and is part of the national data system. It
was developed in the 1990s, a decade that saw the implementation of major changes
in the health sector. These changes resulted from the passage of the Local Govern-
ment Code (RA7169) in 1991, the National Health Insurance Act (RA 7875) in 1995,
and the 1999-2004 Health Sector Reform Agenda. Information from the NHA pro-
vided part of the argument that led to the passage of the National Health Insurance
Act. The NHA was also used as a key guide in the formulation of the 1999 Health
Sector Reform Agenda of 1999 and the implementing framework for health sector
reforms articulated in FOURmula ONE for Health of 2005. At present, the NHA not
only continues to be important for health policymaking. It has also become indis-
pensable as a tool for goal and target setting and for monitoring and tracking the
outcomes of policy changes in the health sector.

The successful integration of the NHA into the Philippine health policy
process may be traced to the initial circumstances and course of its development.
First, the development of the NHA was primarily motivated by the need for infor-
mation to identify health sector reforms. Thus, the NHA had been designed with
concrete policy analyses and uses in mind. Second, the development of the NHA
was built into and made part of a major Department of Health (DOH) project—the
Health Finance Development Project (HFDP)—that undertook pilot implementa-
tion of a range of health sector interventions. A number of concrete examples
exhibited the utility of NHA as a source of baseline information and as a tool for
discerning the effects of interventions. Third, potential users of the NHA were
invited to meetings and workshops and thus were not only informed about their
uses but were also involved in designing them. Fourth, along with NHA develop-
ment activities, capacity building and training on health economics and health
financing were carried out at the DOH. Understanding of the financial dimension
of the health sector thus brought an appreciation of the NHA and its usefulness
for policy analysis and decisionmaking among its intended users.

The continuing utilization of the NHA by the country’s health sector stake-
holders and decisionmakers can be attributed to its three main features: timeliness,

reliability, and policy relevance. First, the NHA is now part of the country’s statis-
tical system. NHA estimation has been successfully institutionalized at the Na-
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tional Statistical Coordination Board (NSCB) where estimates are routinely gener-
ated on an annual basis. Usage of the NHA can be built into routine planning,
programming, and monitoring/evaluation activities, particularly at the DOH, be-
cause estimates are regularly available.

Second, the NHA has an established, fully documented set of definitions
and estimation methodologies. Thus, NHA estimates are reliable and consistent
over the years. Furthermore, data and estimation methodologies are periodically
reviewed and revised when necessary to improve reliability of estimates.

Third, the NHA design is constantly reviewed and modified when necessary
to reflect important changes in the health sector. For example, the columns of the
NHA'’s main matrix have been revised twice to reflect (1) the expansion of the social
health insurance component implemented through the Overseas Workers Welfare
Office (OWWA), and (2) the integration of the Social Security System and the
Government Service Insurance System Medicare programs into one—the National
Health Insurance Program, now managed by PhilHealth. Modifications are intro-
duced periodically to ensure policy sensitivity and relevance of the NHA.

It is within the context of enhancing the policy relevance of the NHA that the
DOH proposed additional major revisions in 2003. Thus, in 2004—2005, the DOH,
the NSCB, and the Philippine Institute for Development Studies (PIDS) collabo-

rated in making the necessary revisions, with financial support from the World
Health Organization (WHO). The succeeding sections describe the development
and uses of the original NHA, the development of the revised NHA, and new
findings about health expenditures in the Philippines from preliminary 2003 esti-
mates using the revised NHA matrices.

BRIEF HISTORY OF THE DEVELOPMENT AND USES OF NHA

IN THE PHILIPPINES

The Philippines is in a unique position of being one of very few developing coun-
tries in the world with a long NHA series and where NHA production has been
institutionalized (Racelis and Herrin 2003).

The need for NHA development in the Philippines was first emphasized in
the 1987-1992 Medium Term Philippine Development Plan, which set the national
policy “to strengthen information- and research-based decisionmaking and imple-
mentation” in government.

In 1987, the Asian Development Bank commissioned a study to estimate
national health expenditures and sources of financing for the period 1981-1985 as
a case study to be presented at the Regional Seminar on Health Care Financing in
Manila in that year (Integrated Health Care Services 1987).

In 1991, a second attempt to estimate national health expenditures (with
more details of uses of funds) was undertaken for the year 1985 by the Research
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Triangle Institute and the University of the Philippines School of Economics or
UPSE (Solon et al. 1992). In 1992, a joint effort to develop and institutionalize
NHA in the Philippines was initiated by the Health Finance Development Project
(HFDP), a DOH project funded by the United States Agency for International
Development or USAID (Herrin 1992.) Two other institutions were directly in-
volved in the project, the UPSE (through its Health Policy Development Program
or HPDP) and the NSCB.

In 1993, an NHA Inter-Agency Committee was formed to formally involve
key institutions in NHA development. These institutions included those ex-
pected to have a continuing role in NHA estimation (e.g., data generators such
as the NSCB, the Commission on Audit, and the National Statistics Office) and in
the use of NHA results (e.g., DOH and PhilHealth.) Said committee was later
reconstituted as the NHA Technical Working Group, which was eventually sub-
sumed under the Inter-Agency Committee for Health and Nutrition, a regular
sectoral committee that oversees all government-generated statistics related to
health and nutrition.

Between 1993 and 1995, the NHA conceptual framework and design were
discussed in various meetings and workshops organized by the HFDP (Herrin et
al. 1983; Herrin 1993; NSCB 1993). In the same period, the HFDP initiated the
creation of a health policy unit within the DOH and sponsored the training of its
staff particularly on health care financing. This policy unit was created to ensure
that information and evidence-based decisionmaking will continue even after the
completion of the project. This unit is now called the Health Policy Development
and Planning Bureau.

The first set of NHA estimates for 1991 became available in 1994 (Racelis and
Herrin 1994) and was first presented in an international conference in Mexico City
in May 1996 (Herrin et al. 1996). Concepts, definitions, data sources, and estima-
tion methods used to generate NHA were carefully documented (Herrin et al. 1995;
Racelis and Herrin 1995.) Contents of these documents were eventually incorpo-
rated into the Philippine NHA manual.

In 1995, the HFDP officially ended but the UPSE/HPDP NHA team contin-
ued to provide technical assistance and training to NSCB until 1999 to ensure
the institutionalization of NHA estimation (Racelis 1995.) The final set of esti-
mates for 1991 through 1997 was approved by the NSCB Board for official re-
lease in 1999. Since then, the NSCB has been producing NHA estimates annu-
ally. The NSCB also regularly provides the WHO with estimates for inclusion in
its annual World Health Report. (See the annex tables of various issues of this
WHO report.)

A number of important activities benefited from the usefulness of NHA
estimates. It was the basis for determining the health sector reforms needed in the
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country (DOH 1999; Solon et al. 1999; DOH 2004). The NHA series were also used
in examining health expenditure patterns before and after the decentralization of
public health care services (Schwartz et al. 2000). The NHA methodology has also
been applied in the estimation of specific components of national health expendi-
tures, including provincial health expenditures and family planning expenditures.
These applications were presented in an international conference in 2001 (Racelis
and Herrin 2001). The NHA series, together with survey data on health facility
utilization and health insurance coverage, were also used to estimate health expen-
ditures for the elderly in the Philippines (Racelis et al. 2003).

Motivated by additional data needs for policy analysis and planning, the
DOH had proposed changes to the NHA as early as 2003. It thus initiated the
Philippine NHA Development Project to improve and extend the usefulness of the
Philippine NHA. The project was implemented from 2004 to 2005 with support from
WHO and in collaboration with the NSCB and PIDS.

THE ORIGINAL NHA

The original Philippine NHA basically consisted of one main matrix and a number
of more detailed tables on national government expenditures (Table 1). The main
matrix describes the payors and uses of health expenditures in a given year. The

columns show how much of health sector financing is being channeled through

specific types of payor like the government (national and local), the national
health insurance, and the households. The rows show how funds are being
spent on various types of health care goods and services.

The original NHA matrix was designed to be useful for descriptive and ana-
lytical purposes. The categories of payors not only describe existing institutions;
these could also be arranged according to the extent by which a payor takes into
account the uncertainty associated with health care spending as well as the size of
the risk pool (Solon et al. 1999). On one end, there is the household or family (with
the smallest risk pool and the least effective in handling risks); on the other end,
there is the national health insurance program (which explicitly accounts for risk
and has the potential of becoming the largest risk pool).

The health services on which funds are spent are likewise grouped for ana-
lytical purposes. The broad category of public health services represents services
with benefits that accrue to entire communities (e.g., disease-vector control). Per-
sonal health services, on the other hand, represent services with benefits that
accrue only to the individual who directly consumes them (e.g., appendectomy).
These broad categories are referred to as health care function categories. Under
the main category for personal health care are subcategories in terms of health care
providers. Thus, the uses of fund classification in the original NHA consisted of a
combination of health functions and providers as categories.
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A specific NHA matrix can tell how much the country spent for health in
total, how much was paid by each type of payor (column totals), how much was
spent for each type of good or service (row totals), and what goods and services
were paid for by a specific payor (cell entry in a given column). A series of these
annual matrices allow the examination of financing and expenditure patterns
over time.

As can be gleaned from the 1991-2003 NHA, total health expenditures ex-
hibited an increasing trend in both real and per capita terms up to 1997 (Table 2).
However, setbacks were observed in 1998 and then again in 2001 and 2002. During
these years, negative real growth and decline in real per capita health expenditure
were experienced. As of 2003, per capita health expenditure had still not returned to
its 1997 and 2000 levels, the highest ever experienced since 1991. Total health
expenditures grew faster than the gross national product (GNP) from 1991 to1997.
Beginning 1998 up to 2003, health expenditure growth steadily lagged behind the
GNP as indicated by the decreasing share of health expenditure relative to the
GNP, from 3.5 percent in 1997 to 2.9 percent 2003.

Meanwhile, the share of household out-of-pocket spending started to de-
cline in 1996 and then again in 1999 and 2000 where the decrease was more signifi-
cant (Table 3). There was a slight increase between 2001 and 2003. The share of
health spending paid for by social health insurance schemes had been growing
since 1991, with dramatic increases seen beginning 2000 due to the expansion of
enrollment in the PhilHealth’s Sponsored Program. In 2000, the combined national
and local government expenditure shares slightly surpassed the share of house-
hold expenditures. This pattern had reversed again the following year. House-
holds remained to be the single largest source of funds for health.

NHADEVELOPMENT CRITERIAAND REVISIONS

Criteria

The structure and format of the revised NHA matrices/tables for the Philippines
were determined based on three criteria: usefulness, international comparability,
and “do-ability” or data availability.

The usefulness of NHA as a tool for health sector policymaking, planning,
and information dissemination about health sector changes needed to be expanded.
A number of improvements in the Philippine NHA were identified by key health
sector stakeholders and decisionmakers in a series of meetings organized by the
DOH. The main changes sought were those that would allow the examination of
health expenditure allocation by priority program, by geographic area, by socio-
economic groups, and by demographic grouping of population. These desired
changes implied the need to increase the number of dimensions or breakdowns by
which health expenditures can be reported in the NHA.
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The revisions were also prompted by the need to harmonize with interna-
tional standards for health accounting (e.g., adhering to the International Clas-
sification for Health Accounts or ICHA) in order to achieve comparability of
results across counties. During the design of the original Philippine NHA,
there was no guideline completely appropriate for the Philippine context and
thus, the Philippine NHA did not follow any particular model or standard.
Recently, however, a guideline for low- and middle-income countries has be-
come available—the Guide to Producing National Health Accounts: With Spe-
cial Applications for Low-Income and Middle-Income Countries, or the NHA
Producers’ Guide. Said guide was jointly prepared by WHO, World Bank, and
USAID. The NHA Producers’ Guide covers concepts, definitions, and meth-
ods pertinent to NHA estimation. It also includes many practical exercises and
examples that address estimation issues likely to be encountered in NHA work
in developing countries.

The format of reporting health expenditures in the revised NHA should also
be in agreement with what can be supported by existing data and available estima-
tion techniques and tools. The data sources should be regularly generated, sys-
tematically compiled, and readily accessible to ensure that no difficulties would
arise in future estimation work.

Revisions

The revised NHA consists of five main matrices or tables. The general table format
in the original NHA has been maintained, with payors (now referred to as financing
agents or FA) listed along the columns of all five tables and uses of funds catego-
ries listed along the rows. Breakdown by uses of funds now include health provid-
ers (HP); health care functions (HC), with details on the preventive and public
health services category; geographic location (more specifically, province or PROV);
age group of beneficiary of health spending (AGE); and income group of benefi-
ciary of health spending (more specifically, income quintile or QUIN). The catego-
ries used for the FA, HP, and HC dimensions follow the ICHA, including the codes
used for each category. To summarize, the revised NHA now includes the follow-
ing two-dimensional tables: FA x HP, FA x HC, FA x PROV, FA x AGE, and
FA x QUIN.

Data availability has influenced the revisions in two aspects. The first
is on the level of detail of the tables, i.e., the number of categories that can be
adopted in the various expenditure classification schemes. For example, the
category for curative care under the health care function classification can-
not be disaggregated into inpatient and outpatient care because of limita-
tions in hospital expenditure data. Unlike government hospital expenditures,
private hospital expenditures under the health provider classification cannot
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be disaggregated by type of hospital (e.g., general, substance abuse, etc.)
because of lack of systematically compiled data on expenditure. Data con-
straints also limited the number of categories of financing agents that could
be included in three of the five new NHA tables. The NHA tables with break-
down by province, by age group, and by income group can report expendi-
tures only for four categories of payors—national government, local gov-
ernment, NHIP, and household out-of-pocket spending. Data for allocating
health expenditures by province, by age group, and by income are available
only for these four payors.

The second is on the frequency of production of the NHA tables. Only two
of the five tables (FA x HP and FA x HC) can be produced annually. The rest can be
produced albeit irregularly until such time when the required input data are already
systematically compiled and readily available.

THE REVISED NHA: 2003 PRELIMINARY ESTIMATES AND FINDINGS
The estimates presented for the five revised NHA tables for 2003 were produced
through the NHA Development Project implemented by PIDS. These estimates are
still under review by the NSCB and have not yet been officially released, thus are
deemed preliminary. Data sources and estimation procedures used for these tables
are described in Annex 1.

The following section presents some findings on national health expendi-
tures, which are mostly new, as these are derived from an examination of health
expenditures using the five new classification schemes in the revised NHA.

Financing agent by health provider
The ICHA provides an extensive list of types of health providers for both hospi-

tals and providers of ambulatory care. However, at this time, only details of
government hospital expenditures can be estimated because of data constraints.

Based on the 2003 preliminary NHA estimates (Table 4), the top four payors
of hospital care were households (10%), national government (9%), PhilHealth
(8%), and local government units (5%). Together, they accounted for P43.7 billion
or 32 percent of the total national health expenditures.

National government spending for health was still predominantly used for
the operation of public hospitals, accounting for about 70 percent. Of these, 66
percent was used for general hospitals, 28 percent for specialty and special
hospitals, and the remaining 6 percent for mental health and substance abuse
rehabilitation facilities.

Local government expenditures for health mainly paid for the operation
of general hospitals (26%) as well as public integrated care centers, including
rural health units (25%), and for the provision of public health programs (21%).
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Household out-of-pocket expenditures for health paid for care in hospitals
(23%) and care by ambulatory health providers (27%), and for drugs purchased
from retail outlets (50%).

Financing agent by health care function

The ICHA also provides an extensive list of types of health care services and
functions. However, only details of expenditures of national government and for-
eign-assisted projects for public health services can be estimated at this time
because of data constraints.

Based on the 2003 preliminary NHA estimates (Table 5), curative care ser-
vices and medical goods accounted for 55 and 22 percent, respectively, or a total
of about three quarters, of the national health expenditures. The remaining health
expenditures went to preventive and public health services (11%), health adminis-
tration and insurance including government regulation (9%), and health-related
services such as research and training (1%).

The top spenders of curative care services were households (40%), national
government (17%), PhilHealth (15%), and local government units (10%).

National government expenditures for preventive and public health ser-
vices went to programs for prevention of communicable diseases (34%) and non-
communicable diseases (23%), and maternal and child health (9 percent).

Similarly, expenditures of foreign-assisted projects mostly paid for programs
for prevention of communicable diseases (32%) and noncommunicable diseases
(23%), and maternal and child health (22%).

Financing agent by geographic unit

NHA data originally disaggregated by province were summarized at the regional
level for ease of analysis and presentation (Table 6). Note that not all health
expenditures were allocated by region. Only expenditures that can be attributed to
specific locations were included in the regional estimates, which constituted about
80 percent of national health expenditures.

To facilitate examination of health expenditures from a regional dimension,
a number of summary measures were computed from the data in Table 6, the
results of which are presented in Figure 1 (expenditure concentration curves by
payor; see Annex 2 for details on concentration curves) and in Figures 2 and 3
(regional distribution of health expenditures by type of payor and per capita
expenditure, respectively).

The distribution of health expenditures of each payor by region did
not indicate any strong concentration in a specific region or regions. While
health expenditures for all payors were not exactly evenly distributed among
regions, all concentration curves in Figure 1 were not too far from the line of
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Figure 1.  Health expenditure concentration curves (regional), 2003
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Figure 2.  Distribution of health expenditures by financing agent for each
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equality, y = x. The curve for national government spending was the closest to
the line of equality.

Meanwhile, the shares of regional health spending accounted for by na-
tional government and national health insurance seemed to be relatively even
across regions (Figure 2.) The widest variation was observed in the shares ac-
counted for by local government and household out-of-pocket spending. The
share of local government was less than 20 percent in Regions 9 and 11, but
almost 40 percent in Regions 1, 8, and CAR. Out-of-pocket spending was less
than 40 percent in Region 8, CAR, and CARAGA, but over 60 percent in Region
11 and NCR.

Overall per capita health expenditure was highest in the NCR followed by
Regions 4, 10, and CAR (Figure 3.) Out-of-pocket per capita spending was likewise
highest in these four regions. National health insurance payment per capita was
highest in Region 10 and NCR. Local government per capita expenditures was
highest in Regions 1 and 8.

Financing agent by age group
Health expenditures by age group were also estimated (Table 7). Only ex-
penditures that can be attributed to specific individual beneficiaries, mostly

curative care expenditures (about 70% of national health expenditures),

were included.

Following the same approach used in the analysis of expenditures by re-
gion, health expenditures by age group were analyzed using a number of summary
measures. Results were also presented in graphical form. Note that the number of
age groups has been reduced in the graphs.

Figure 4 presents the ratios of health expenditure share to the population
share of each age group. A ratio below 1.0 means that the age group is getting less
than its share of health expenditures relative to its population share. A ratio ex-
ceeding 1.0 means that the age group is getting more than its share of health
expenditures relative to its population share.

As can be gleaned from the ratios plotted in Figure 4, the national health
insurance expenditures were relatively evenly distributed across age groups.
Young children (0—4 years old) got nearly double their share of national and local
government health expenditures. The elderly (especially those 65 years or older)
got more than double their share of health expenditures except for the national
health insurance.

About 50 percent of health expenditures of very young children (0-4) were
paid for by the national and local governments (Figure 5.) On the other hand, over
60 percent of health expenditures of persons 50 years or older were from out-of-
pocket spending. Compared with other age groups, persons in the prime working
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Figure 4. Health expenditure share to population share ratios
by age group, 2003
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ages (i.e., 20-39 years) had a bigger share of their health expenditures paid for by
the national health insurance.

Per capita expenditure profile by age had the expected U-shape, with a high
per capita spending exhibited by the very young and the elderly, and a relatively
lower spending exhibited by the youth and the young adults. Per capita health
expenditures of persons 65 years or older were about triple those for persons
under 50 years old (Figure 6.)

Financing agent by income group

Table 8 presents estimates of health expenditures by income group. Only expendi-
tures that can be attributed to specific beneficiaries (about 70% of national health
expenditures) were included in the estimates.

Health expenditures by income group were analyzed using a number of
summary measures. Results as in the previous two sections were presented in
graphical form. Figure 7 presents health expenditure concentration curves by payor
(see Annex 2 for details on concentration curves). Figures 8 and 9 show the distri-
bution for each income group of health expenditures by type of payor and per
capita expenditures, respectively.

The concentration curves for national and local government health
expenditures plotted in Figure 7 indicated that the health expenditures of

these payors were not concentrated in any income group. The curves were

very close to the line of equality. However, high degrees of concentration
were found for health expenditures of the national health insurance and house-
hold out-of-pocket spending. The concentration curves for these payors
were significantly bowed away from the line of equality. The curves, for
example, showed that the bottom 60 percent of households accounted for
only 20 percent of total household out-of-pocket spending and 30 percent of
total national health insurance expenditures. The health expenditure shares
of the lower income groups were much less than the proportion of house-
holds that they accounted for. On the other hand, the top income quintile
(i.e., the top 20% of households) accounted for about 50 and 60 percent of
total national health insurance and household out-of-pocket health expendi-
tures, respectively.

In general, the shares of national and local government as payors of health
expenditures were highest for the lowest income group, totaling about 60 percent
of this quintile’s health expenditures and observed to be progressively getting
smaller with the rise in income. In contrast, the share of household out-of-pocket
spending was lowest in the lowest income group (about 20%) but observed to be
progressively getting bigger with the rise in income (about 80% for the highest
income group). National health insurance share was smallest for the second quintile
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Figure 7.  Health expenditure concentration curves (quintiles), 2003
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and observed to be progressively getting bigger with the rise in income. Among all
income groups, national health insurance share was highest in the lowest income
group. However, despite the national health insurance contributions, the levels of
per capita spending for the lowest quintile, as well as for the second lowest quintile,
remained low.

As expected, the average household health expenditure showed an in-
creasing trend as household income increased. The big difference in average
health spending between the lowest and the highest income group can be attrib-
uted in most part to household out-of-pocket spending. Household out-of-pocket
spending in the top fourth quintile was about two times and in the top fifth
quintile about four times the amount spent by other payors. On the other hand,
average out-of-pocket spending by households in the bottom quintile was about
one-third the amount paid for by other payors combined.

Revised NHA and monitoring effects of health sector reform initiatives

The Health Sector Reform Agenda (HSRA) and FOURmula ONE for Health iden-
tified a number of critical health financing reforms intended to bring about shifts
in health expenditure allocation and financing levels and patterns. The revised
NHA has extended its usefulness in monitoring the impact of some of these

reforms. However, the effects of these reforms can be studied only after the
revised NHA estimates for two or more years have become available. Some of the
health financing-related effects expected from the health sector reforms include
the following:

Overall health resources

4 Mobilization of additional and sustainable financing for health

4 Expansion of National Health Insurance Program (NHIP) coverage
(i.e., increased membership and collection)

4 Increase of national government health resources from extra budget-
ary sources (e.g., earnings of government hospitals and health regu-
latory agencies)

Rational/efficient use of resources

4 Focus of local government subsidies on priority programs

4 Shift of national government resources toward priority public health
programs, regulation, governance, and training hospitals

4+ Shift of household out-of-pocket spending from inpatient to outpa-
tient care
Focus of NHIP on inpatient care
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Resources for various groups

4 Equity in allocation of health resources (and, therefore, equity in ac-
cess to health) from the perspectives of geographic location, income
groups, and other population groups such as the elderly
Financial protection, particularly for the poor (i.e., protection from the
impoverishing effects of out-of-pocket spending for health)

The breakdown of health expenditures by financing agent available in all the
NHA tables will facilitate the monitoring of shares of each type of payor and the
progress of NHIP expansion. However, a new table on financing sources by fi-
nancing agents is needed for monitoring the possible sources from which payors
may, in turn, obtain additional resources for health (e.g., how much of PhilHealth
funds come from government, corporations, and households).

Meanwhile, the expenditure breakdown shown in Tables 4 and 5 by payor
and by type of health provider and health care services will enable the monitoring
of the patterns of resource use for each type of payor. Unlike the original, the
revised NHA now contains details of national government expenditures by type of
hospital and by broad types of public health programs. At present, however, the
classification scheme for types of hospitals does not include yet a category for
teaching hospitals. Moreover, due to data constraints, LGU expenditures for pub-
lic health still cannot be reported by type of program.

On the other hand, Tables 6, 7, and 8 provide direct quantification of how
health resources are being allocated across geographic locations and population
groups in the country. The progress in achieving equitable resource allocation and
improving financial protection for the poor can be monitored through these tables.

SUMMARY AND CONCLUSION

A number of “new” findings were gathered from the revised NHA tables for
2003 revealing their enhanced usefulness in analyzing the country’s health
care expenditures.

The national government still spent much of its health resources for the
operation and maintenance of government hospitals (70%), of which 66 percent
went to general hospitals, 28 percent to specialty and special hospitals, and 6
percent to mental health and substance abuse rehabilitation facilities. Local gov-
ernment units spent 26 percent of their health resources for general hospitals.

Of national government expenditures for prevention and public health ser-
vices, 34 percent went to programs for prevention of communicable diseases, 23
percent for prevention of noncommunicable diseases, 9 percent for maternal and
child health, and the rest for other public health programs, including school health
services, occupational health, and food, hygiene, and drinking water control.
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The regional distribution of health expenditures by type of payor indi-
cated no strong concentration of expenditures in a specific region or regions in
the country.

National and local governments heavily supported the health expenditures
of children. Prime working-age adults, compared with other age groups, had the
highest percentages of expenditures paid for by the NHIP. The health expendi-
tures of the elderly were mainly financed by out-of-pocket payments.

The shares of national and local governments as payors of health care were
highest in the lowest income group and observed to be progressively getting
smaller with the rise in income. In contrast, the share of household out-of-pocket
spending was lowest in the lowest income group and likewise observed to be
progressively getting bigger with the rise in income. Among all income groups,
NHIP share was highest in the lowest income group and lowest in the second-to-
the-lowest income group.

While the expansion of the NHA has provided new information about health
spending in the Philippines, there is much more to be learned. For one thing, there
are financing-related effects from the health sector reforms that need to be moni-
tored. Unfortunately, these are beyond the scope of the revised NHA. The system
therefore should continue to evolve so it could maintain its policy relevance and

usefulness. Additional NHA dimensions and tables should continuously be ex-
plored as data sources improve and expand. Given the reasonable length of the
available NHA series, the NHA system can already include a simulation/projection
model to contribute further to informed policy reforms in the future.

ANNEX1

Data Sources and Estimation Methods for the Revised NHA
The main data sources for health expenditures are the same as those used in
the original NHA. These include:

National government (including foreign-assisted projects)

National Expenditures Program (NEP), Department of Budget and Man-
agement (DBM)

Annual Financial Report for National Government, Commission on
Audit (COA)

Budget of Expenditures and Sources of Financing (BESF), DBM
National Economic and Development Authority-Presidential Manage-
ment Staff (NEDA-PMS) and DOH-Bureau of Health International Co-
operation (BHIC) Foreign-Assisted Projects (FAP) Reports
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2. Local government
4 Annual Financial Report of Local Governments, COA

. National health insurance schemes (PhilHealth, EC, and OWWA)
PhilHealth Annual Report, Philippine Health Insurance Corporation
(PHIC)

Overseas Workers Welfare Administration (OWWA) agency submis-
sion to the National Statistical Coordination Board (NSCB)
Employees Compensation (EC) Commission Report

Government Service Insurance System (GSIS) and Social Security Sys-
tem (SSS) Annual Reports

Household out-of-pocket

Family Income and Expenditure Survey (FIES), National Statistics Of-
fice (NSO)

Personal Consumption Expenditure (PCE) series from the National In-
come Accounts, NSCB

Private insurance

Annual Report, Insurance Commission (IC)

Annual Financial Statements submitted by health maintenance organi-
zations (HMOs) to the Securities and Exchange Commission (SEC)

Nonprofit institutions
Department of Social Welfare and Development (DSWD) Reports on
non-profit institutions serving households (NPISHs)

Corporations
1994 Commission on Higher Education (CHED) survey of private school
health costs

4 1994 NHA Rider to the Annual Survey of Establishments (ASE)

The NHA tables with the by health provider (HP) and by health care func-
tion (HC) expenditures breakdowns were estimated directly from the expenditure
data contained in the sources listed above. The NHA tables with the by province,
by age group, and by income group expenditures breakdown were estimated using
data listed above together with additional information. Additional information
included national health insurance (NHI) membership and health facility utilization
of individuals (i.e., use of RHU and government hospitals) taken from the 2002
Annual Poverty Indicator Survey (APIS).
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As described previously, the NHA tables with expenditure breakdown by
province, by age group, and by income group include only four categories of
payors—national government, local government, national health insurance pro-
gram (NHIP), and household out-of-pocket. The methods used to obtain the ex-
penditure breakdowns are described below for each type of financing agent.

For the NHA table with provincial breakdown, estimation proceeded
as follows:

+

National government expenditures for hospitals were allocated by prov-
ince according to the distribution of government hospital users by
province (from the 2002 APIS); national government expenditures for
public health were allocated using Philippine population distribution
by province.

Local government expenditures by province were derived directly from
individual financial statements of local government units (LGUs) avail-
able from the COA.

NHIP expenditures were allocated by province according to the distri-
bution of NHIP membership by province (from the 2002 APIS)
Household out-of-pocket payments by province were derived directly
from the 2003 FIES

For the NHA table with age and income group breakdowns, estimation pro-
ceeded as follows:

+

National and local government expenditures for hospitals and local
government expenditures for RHUs were allocated by age group ac-
cording to the distribution of government hospital and RHU users by
age group (from the 2002 APIS).

NHIP expenditures were allocated by age group according to the distri-
bution of population with NHIP coverage by age (from the 2002 APIS).
Household out-of-pocket payments by age group were estimated indi-
rectly by multiplying (mean) per capita expenditures for each age group
with population size for each age group; (mean) per capita expenditure
for each age group was estimated in two steps using the 2002 APIS:
(a) Step 1, using household level health expenditures data, per capita
spending was computed for each household in the survey and the
computed per capita value assigned to (individuals) members of a house-
hold, and (b) step 2, pooling all individuals and their assigned health
spending, the average or mean per capita health expenditures was then
computed by age group of individuals; per capita health spending
estimates were adjusted to their 2003 NHA levels.
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ANNEX?2

Concentration curves

A concentration curve consists of plots of one cumulative distribution
versus another cumulative distribution. The concentration curve will
indicate the extent to which a particular trait or attribute is concentrated in
specific groups. Concentration curves may be constructed by following the
steps listed below.

1. Basic data needed to construct a concentration curve are measurements
of specific variables (like health expenditures, X) from units of observation such as
households and their characteristics (like income class, Y).

2. The units of observation are then grouped according to the characteris-
tic, Y, used in the analysis. For example, households may be grouped by geo-
graphic location (e.g., region) and by income group (e.g., income quintile). Persons
may be grouped by age.

3. The values for the variables, X, measured from households are aggre-
gated or totaled for each group of households defined based on Y. In the case of
health expenditures, for example, health expenditures across all households in
each region or in each income groups are totaled. The total numbers of house-
holds in each region or income group are also tabulated. Thus, there will be two
sets of data aggregated by region or by income group, health expenditures and
number of households. The health expenditure example is used to illustrate the
remaining steps.

4. Compute for the distribution of household by region or by income group
(using tabulated data on number of households by group.)

5. Similarly, compute for the proportion or percentage share of each region
or income group out of the total national health expenditures (using tabulated data
on health expenditure totals by group).

6. Compute for the average household health expenditures for every group
(i.e., for each region or income group, divide the total health expenditures by the
number of households in the group.).

7. Sort the groups in the order of ascending average household health
expenditures, i.e., arrange the regional or income groups from lowest to highest
average household health expenditures.

8. Compute for the cumulative proportions or percentage across groups in
the direction of increasing average household expenditures. Compute for the cu-
mulative proportions or percentages for number of households and for health
expenditures.
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9. The pairs of cumulative proportions or percentage values for number of
households and for health expenditures for regions can be plotted on a graph.
Similarly, the pairs of cumulative proportions or percentage values for number of
households and for health expenditures for income groups can also be plotted on
a graph. Values for cumulative proportion of households are along the x-axis and
values for cumulative proportion of health expenditures are along the y-axis. These

plots are referred to as concentration curves.

10.The line y = x when plotted on the same graph represents the line of
equality. This is the line where the cumulative proportions are equal for the
number of households and health expenditures. The closer a concentration curve
is to the line of equality, the smaller the degree of concentration of expenditures
in any group.

11. A concentration curve below the line of equality indicates some degree
of concentration of health expenditures in the higher income groups (for the case
of income groups) and in the regions with higher average household health expen-
ditures (in the case of geographic regional groupings). The more the concentra-
tion curve is bowed away from the line of equality, the higher the degree of con-
centration of health expenditures.
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