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Abstract

Underutilization of healthcare is common among rural and low-income population segments in countries with lower income
or inequitable income distribution.

Micro health insurance units (MIUs) are created by informal sector groups because people cannot access health insurance or
are dissatisfied with the programmes they can access.

The policy choice to support MIUs relies on evidence that affiliation with these schemes increases healthcare utilization.

This article examines new evidence of the association between affiliation with MIUs and healthcare utilization. We analyzed
field data collected in 6 MIUs in the Philippines in 2002 (through a household survey encompassing 890 insured- and 1063
uninsured households). The two cohorts did not differ in demographic parameters, and differed only marginally in income and
education levels, both higher amongst the insured.

Insured persons reported higher hospitalization rates, higher rates of professionally-attended deliveries, lower rates of delivery
at home, a higher frequency of primary-care physician encounters, a higher rate of diagnosed chronic diseases, and better drug
compliance among chronically ill.

Increased utilization by the insured is not due to adverse selection, judging by two facts: morbidity of the two cohorts, as
assessed by a proxy indicator (the reported number of episodes of iliness) did not differ; and rates of deliveries were even slightly
higher among the uninsured.

We conclude that MIUs in the Philippines can alleviate underutilization of heath care.
© 2004 Elsevier Ireland Ltd. All rights reserved.
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1. Introduction

One of the major objectives of the health system
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does not always happen; reports claim that low-income in the formal economy: in 2002, about half the Fil-
and rural populations exhibit very low healthcare uti- ipino population was covere@,15,16] (and there is
lization levels, e.g[1] in India,[2] in the Philippines, also a secondary market for complementary and sup-
and [3] in South Africa. In some countries, micro plementary health insurance that attracts mainly those
health insurance units (MIUS)re created either be-  benefiting from the PhilHealth package); some LGUs
cause people cannot get health insurance through top-operate a substitutive local scheme; finally, some co-
down programmes, or because they are dissatisfied withoperatives and other groups have set up voluntary,
the programme(s) they can access. This situation hascommunity-based contributory health organizations, or
been reported from several countrigls-7], notably MIUs, mainly in the informal economy or in rural areas
the Philippines[8]. At the same time, the effective-  ([8], p. 339)?
ness of MIUs is still debate®,10], and [11]. The
policy question that arises in this context is whether 1 5 \what are micro health insurance units?
MIUs should be supported by public authorities, at
least as an interim arrangement that offers a way to in-
crease utilization of affiliatec_i persons, through a mech- organizations whose purpose is to provide financial
anism that, at the same time, enlarges the flow of ,qiection in case of illness. Four main types of MiUs
funds transiting a pooling arrangement. Such policy .4 pe identified: (i) schemes akin to cooperatives or
choice should, where possible, be based on evidence. ., 1,al funds, which are often launched by members
This article examines the evidence in one country, the 1, = e associated in other ways, e.g. through a trade
Philippines, by comparing utilization levels of MIU- 00 hi7ation, a micro finance institution, village com-
members_ compared to uninsured persons living in the mittee, etc.; (i) schemes started by a provider, where
same regions. most or all services are provided by that same provider;
(iii) schemes established by an external agent, e.g. a
1.1. Background on the situation in the Philippines health NGO, a church, a development project etc.; (iv)
schemes that are linked to a public authority or a com-
Between 30 and 40 million people out of the Philip- - mercial insurer, where a “super policy-holder” recruits
pines’ 86.2 million population (July 2004 esf12] do the members of the group and facilitates the relation-
not have health insurance. In 2000, per capita health ship between individuals and the insurer, e.g. by sub-
expenditure was PPP$ 167, or 1.5% and 1.8% of mitting pre-screened claims, collecting and distributing
GDP, respectively for public and private health ex- the benefits among the members, etc.
penditure[13]. Until 1991, the Department of Health In this study, one MIU (Guimaras Health Insur-
operated a national health care system, but in 1991, ance Program—-GHIP) was set up by the public au-
responsibility for health care delivery was decentral- thority that also paid the contributions for older and
ized to the different levels of Local Government Units  poorer members; three MIUs were created by coop-
(LGUs) (8], p. 331), which caused fragmentation of eratives for their memberDavao CityMMG-CHP;
the system. In 1995, the government promulgated a Quezon CityNovaliches NOVADECI-NHCP; and the
framework law to achieve universal health insurance VALDECO-DPK). One MIU was started by an NGO
coverage, in a gradual process to be concluded by the(La Union OHPS, started by ORT international); and
year 2010 [14], p. 208). In the meantime, multiple  one was created by a group of health workers around a
insurers sell health insurance in the PhiIippines: Pri- regiona| hospita|$ayawam Negros OrientalPeso for
vate health insurers operate in the formal sector (mainly Health Program (PHP).
through large private employers or with wealthy self-
employed); PhilHealth, the government health insurer,
has a high market share in large urban centers and

Micro health insurance units (MIUsS) are grassroots

2 Community based health schemes may carry out several func-
tions. We were interested in those that have a healthcare financing
role. Other roles can include health care services providers; and ad-

1 Also known as community health financing schemes, mutual ministrative intermediaries with strong information, education, and
health organizations, community-based health organizations, etc. = communication activities.
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2. Methods healthcare utilization patterns depend also on this dis-
tance. Barangays located close-by (e.g. same location
2.1. MIUs included in this study as the MIU) were classified as “inner barangays”,
and those further away from the MIU were classified
A household survey was carried out in 2802 six as “outer barangays”. In the list of insureds, two

MIUs in the Philippine? We included sites from North-  barangays (from the inner and outer groups) were
ern Philippines, Metro Manila, Central Visayas and selected with probabilities proportional to size, where
Mindanao. Our MIUs represent different occupational size is the number of households. In Novaliches,
groups and organizational set-ups. Achieving this het- Guimaras and Davao, where distances were small,
erogeneity required accepting a purposive selection of four barangays were selected in a similar manner.
MIUs. The six MIUs were selected out of a list of 19 The second sampling stage consisted of selecting a
schemes that were identified in a previous study (dating random sample of approximately 160 households per
t0 1999) as schemes that include a component of healtharea (40 insured households and 40 uninsured house-
financing (8], p. 339)° Selection of MIUs for the cur-  holds, withininner and outer barangay for each selected
rent study was also influenced by the agreement of the MIU).

schemes to cooperate with the research team.We in- Data for all households was pooled together for the
terviewed household heads (by following a structured purpose of analysis. This approach gives equal weights
questionnaire), and noted information on utilization of to the different sites. Thg?-test was used to compare
health services as recalled by the respondents and othethe proportions of qualitative variables and to assess

household insureds. the statistical significance of the differences between
insureds and uninsureds at e 0.05 level.
2.2. Sampling The purpose has been to compare utilization lev-

els of two groups: (i) a group of individuals who ac-

A cross-sectional research design was used, wherecess benefits offered by an MIU; and (ii) a group of
a two-stage cluster sampling method was employed persons of the same community who are uninsured.
in the selection of insureds and uninsureds. In each We discovered that the distinction between insured and
geographical area, the populations of insureds and uninsured individuals is not easy to establish. For one,
uninsureds were separated. Within each category, although the subscription unit is usually a household
the populations were further stratified according to rather than an individual, there is no one-to-one match
distance from the residence (barangay, or Filipino for between the insurance of the household head and that
villages) to the point of service (the MIU), because of all other individuals belonging to the household.
Some adult individuals may have a different or an ad-
ditional health insurance contract, in which case the
3 This study was funded by a grant from the Ford Foundation gtherinsurance paid the cost of care reported by house-

(Manila office). _ _ hold head$. Other individuals may have no insurance
The six are: (1)Guimaras Islandthe Guimaras Health Insur- tal S dlv. MIU b hi d

ance Program (GHIP); (Davao City the Medical Missions Group coverage at all. eC(_)n Ys . _mem ership recoras

Cooperators Health Program (MMG-CHP): @uezon City the are rarely matched with contribution payment records,

Novaliches Development Cooperative, Inc. Health Care Program and even less so with utilization records. Hence, it is
(NOVADECI-NHCP); (4) San Fernando, La UnianORT Health probable that some individuals (mainly children) who
Plus Scheme (OHPS); (Bpyawan, Negros OrientzPesofor Health — 5re not formally insured nevertheless receive services

Program (PHP); (6)alenzuela Citythe Valenzuela Development . . " .
Cooperative Damayang Pangkalusugan (VALDECO-DPK). from the MIU (“free riders”) by virtue of the coverage

5 That earlier survey identified 66 community-based health care or- Of the household head. These caveats notwithstanding,
ganizations (CBHCOs); 38 of the 66 community-based health care
schemes were selected, using a five-point purposive sampling criteria
that mostly ensured differentiation and sampling balance. Data sets & However, the rate of enrolment in health insurance schemes other
from 35 of the 38 CBHCOs were accepted, and analyzed. Of these than MIUs was 28.9% among MIU-affiliated individuals and 29.5%
35, 19 were in rural areas, 4 in urban areas, and 12 in mixed set- among MIU-unaffiliated individuals. This insignificant difference
tings[8]. As mentioned, 19 of the 35 schemes had a health-financing cannot explain the difference in health services utilization between
component. the two groups. Consequently, we can ignore this parameter.
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the decision-rule we followed in this study has been to indicated that differences in utilization could not be
count as “insureds” all the households that were iden- attributed to demographic parameters.
tified as members of MIUs (by lists provided by the The differences in socio-economic parameters are
MIUs or by spot-mapping carried out by our research slightly more pronounced. 34% of the sampled pop-
teams), and to consider the rest of the households in theulation (663 households, out of 1943) reported earn-
barangays as “uninsured” (non-MIUs households). ing below PhP 5000 per month (=US$ 100). “Income”
means income from all sources per household, includ-
ing salary income and income from a microenterprise,
3. Results where relevant. With an average household size of
5.1 persons, this is an income of less than PhP 1000
The findings provided below are drawn from acom- (=US$ 20) per person per month. This income group
parison between insureds and uninsureds within the is smaller among insureds (29.2%) than among unin-

entire survey sample. sureds (38.3%). At the upper end of the income distri-
bution, more insureds (11.7%) than uninsureds (3.3%)
3.1. Datayield earn a monthly income of PhP 35,000 or more (=US$

700+), or US$ 136.72 per person per month. The high-

Atotal of 1953 households, 890 insured households estincome bracketis more than seven times richer than
and 1063 uninsured households were included in the the poorest bracket. This would suggest that MIUs at-
study. These households included 4639 and 5550 indi- tract people with a wide income-range. However, the
viduals, respectively. The findings provided below are higher prevalence of lower income among the unin-
drawn from a comparison between insureds and unin- sured suggests that low income may be a limiting factor

sureds within the entire survey sample. in the affiliation to insurance.

As the income levels reported above were derived
3.2. Demographics, socio-economic status and from the structured questionnaires and not from inde-
education pendent sources, we validated the findings with ‘own-

ership of assets’ as proxy indicafbFhe data confirms
We looked at socio-economic parameters of in- that more insured than uninsured own their house and
sureds and uninsureds, because these parameters cdot; that on average, the insured own larger houses
influence healthcare utilization. The results are sum- (31.4% own houses with 3+ bedrooms, compared to
marized below: 24.6% among the uninsured); own a bit more appli-
The gender ratio for both cohorts was 0.99 males ances/durable goods (e.g., 62.1% of the insureds own a
for 1 female. The median age, 22 years, is the samerefrigerator, but only 49.2% of the uninsuretin ad-
for insureds and uninsureds. The majority of the pop- dition, we also looked at three other facilities: access
ulation is within the age-range of economic activity, to toilets, garbage disposal and water. On these three
although the insureds’ group includes slightly fewer facilities there was no difference between insureds and
young individuals aged below 15 years (32.7% among uninsureds. In summary, the socio-economic differ-
insureds compared to 35.4% among the uninsureds)ences between the two cohorts are small.
and slightly more individuals that are over 60 years old
(7% of the insureds, and 5.6% of the uninsureds). The
marital status was also quite similar (57.6% of insured 5 Aseotr _ _ _ _
respondents were married, Compared t0 60.1% among ssgt measurement is arecognlzed alternative to measure socio-
. . “economic status[25] p. 11), (26] p. 5), (27] p. 13), (28,29] p.
the uninsured). Household size was also comparable:g),
The average numbers of children and other dependents 9 Incidentally, although there was no direct question on access to
per household was 5.1 persons per household for bothelectricity, the information on ownership of appliances leaves no

cohorts. The Iarge similarity between the two cohorts doubt that most households are connected to the electric grid It is
’ noteworthy that some 85% of the population have TV and some

75% of the population have radios; this suggests that radio and TV
7 Sample size is based on valid responses only. Therefore, sampleare probably the best means to disseminate information to the entire
size varies in different tables. population.
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Table 1

Proxy indicators for overall healthcare utilization

Proxy indicator Insureds Uninsureds
Total sample (Households) 4639 5550
Frequency of episodes of illness in last 3 months 760 (16.4%) 882 (15.9%)
Total sample (Households) 4546 5543
Deliveries in the last 5 years (% of sample) 422 (9.3)% 618 (11.1)%

Finally, education is often viewed as a predictor of insureds and uninsuredBaple 1. A second proxy in-
health[17,18] and income17,19] and therefore, we  dicator for the need for maternity services was the num-
collected information on educational levels of insured ber of pregnancies in the 5 years preceding the survey.
compared to the uninsured. Fewer insureds reported The data shows that the frequency of deliveries among
no education at all (4.2% compared to 6.4% among the insureds was slightly lower than that reported by
uninsured), and more insured individuals have com- uninsureds.
pleted college or post grad educational levels (25.3% o
compared to 18.9% among the uninsured). From the 3-4. Healthcare utilization

replies we gather that insured individuals are slightly . .
better educated than the uninsured. Access to healthcare is assessed here by six types of

care: primary care encounters, hospitalizations, profes-
sional attendance during deliveries, delivery at home,
diagnosis of chronic diseases, and drug-compliance
among the chronically il Table 2.

The data reveals that, surprisingly, the majority of
people who reported iliness did not seek physician care.
As can be seen iflable 2 only 46.1% of all insureds

alcohol consumption and obesity status. The replies who were ill saw a physician (although they may have
seen a nurse or another health worker). The number

are as follows: while fewer insureds than uninsureds . ; . .
of uninsureds in the same situation was even lower,

smoke, more insureds than uninsureds consume alco- t 38.8%. The diff bet the 1 .
hol and are obese. These findings do not offer a con- at se.cv. Ihe diiference between the two groups 1S

sistent indicator of health outcomes, because Whereas&gmﬂcant both statistically and materially, considering

L ; : : ; that the proxy indicator for morbidity was virtually the
smoking is increasingly becoming recognized as risky .
behavior even among the poor, eating and drinking is same for both groups (16.4% and 15.9% respectively,

considered in certain low-income societies as a sign of seeTable J.

: The number of hospitalizations of insureds was
wealth and better life rather than a health fi2]. higher than for uninsureds (6.3% compared to 4.2%),

with very similar distribution between communicable
and non-communicable diseases.

A similar pattern is observable regarding the rate of
deliveries attended by a physician: 54.5% for insureds
compared to 44.0% among uninsureds. The number
of deliveries at home (least professional attendance) is
commensurately higher among uninsureds, with 40.4%
compared to 31.8% among insureds. It should be noted
that the rates of professional attendance at delivery for

BT . both groups is still quite low.
These questions were answered by only one respondent from M h ic ill di d in the i
each household, the household head or his/her spouse. Therefore, ore chronic llinesses were dlagnosed In the 1n-

the replies provide only a partial picture of life style choices within ~ Sured cohort than in the uninsured group, 5.7% versus
the households. 4.6% (Table 2. The difference was more pronounced

3.3. Risk profiles and healthcare needs

3.3.1. Smoking, alcohol consumption, obesity

It is common practice for health insurers to collect
information to estimate the risk they underwrite. In this
study we asked responderif§ about their smoking,

3.3.2. Proxies for overall healthcare needs

In the absence of an independently validated source
of information on overall morbidity within the target
population, we recorded replies to a proxy indicator:
the number of illness episodes in the household during
the last 3 months preceding the survey. The reported
frequency of such episodes was remarkably similar for
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Table 2
Access to healthcare
Visits to doctors in past 3 months Insureds Uninsureds Significance
Sample (total) 4639 5550
Care seeking individuals (% of total sample) 7.6% 6.2% P=0.0051
Care-seekers in the last 3 months as % of all ill (Ealele 1for total number) 46.1% 38.8% P<0.0026
Hospitalizations in past 2 years
Sample 4639 5550
Hospitalized 6.3% 4.23% P<0.0001
Communicable diseases 3.0% 1.8% P<0.0001
Non-communicable diseases 3.0% 2.2% P=0.0123
Injury/accident 0.3% 0.23%
Deliveries in past 5 years
Sample (total sample) 4639 5550
Deliveries attended by doctors among those who had episodes 54.5% 44.0% P<0.0001
of pregnancy (se&able 1for total number)
Rate of deliveries at home among those who had episodes of pregnancy 31.76% 40.37% P<0.001
Chronic illnesses
Sample 4639 5550
Diagnosed as chronically ill - total 5.65% 4.63% P=0.0051
Diagnosed with diabetes and hypertension 3.0% 2.22% P=0.0210
Drug compliance in chronically ill
Sample 262 242
Chronically ill not taking drugs 20.22% 32.64% P=0.0015

when the comparison was limited to diabetes and hy- ences in healthcare utilization. We also found that the
pertension (3.0% versus 2.2%). The difference betweeninsured cohort is slightly better educated, and slightly
insureds and uninsureds in drug compliance (20.2% of better-off than the uninsureds’ cohort. Recalling the as-
the insured versus 32.6% of the uninsured do not com- sertion of Dong et a[21] that a higher socio-economic
ply with the drug regime) was perhaps more important. status positively influences willingness to pay, itis pos-
sible that these differences, small as they are, affect the
decision to join a contribution-based health insurance
scheme.

When comparing utilization levels, we must also

This study set out to collect information on levels ascertain that the two cohorts have a similar need for
of healthcare utilization as reported by persons insured healthcare benefits. In this study, the morbidity was
by MIUs compared to a control group of uninsured assessed by a proxy indicator: Frequency of episodes
persons. of iliness in last 3 monthsT@ble ). The findings are

For this comparison to be valid, we needed to ascer- remarkably similar for both cohorts. Therefore, one can
tain that the two cohorts do not differ markedly from probably dismiss ‘differences in medical needs’ as a
each other in demographic, socio-economic and edu- confounding parameter in the comparison between the
cation parameters, which are known to have an impact cohorts.
on healthcare utilization. We have found small differ- The evidence obtained in this survey clearly con-
ences: Slightly fewer insureds are married; they are firmed that persons insured by MIUs reported higher
slightly older; and there is a slightly higher prevalence health care utilization than uninsured persons. This in-
of widowed/divorced/separated households amongstcluded a higher rate of access to physician-encounters
the insureds. However, the demographic disparities areamong insureds, which however was still quite low
minimal, and probably irrelevant in explaining differ- in terms of the reported number of illnesses. In-

4. Discussion
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sureds reported higher hospitalization rates as well. pliance among the insured. We are unable to establish
We established from the replies to the question- the reason for this difference, other than to men-
naire that about 95% of all cases of hospitalization tion that most MIUs do not provide unlimited drugs.
were physician-referrals rather than direct admissions Hence, the difference may be due to better awareness
(94.0% for insureds, 95.6% for uninsureds). This high (and the existence of “awareness groups” organized in
referral-rate to hospital suggests that general practi- some MIUs).
tioners actas “gate-openers”rather than as gatekeepers. In summary, we observe an association between
Hence, fewer primary care encounters among the unin- higher utilization and being insured by MIUs. Does
sured cohort could explain, atleast partly, why they also this amount to the existence of a cause-effect relation-
registered fewer hospitalizations. This insight suggests ship between higher utilization and being insured by
that a policy-choice to exclude primary care from the the MIUs? For the cause-effect relation to be estab-
benefit package (which often happens, on the assump-lished unequivocally, one would need to carry out a
tion that clients can pay for primary care out-of-pocket) longitudinal study, which would look at utilization lev-
may lead to underutilization of inpatient care due to els before and after joining the insurance. However,
underestimation by uninsured clients of their ne¥lds.  this retrospective data is usually unavailable. This mi-
There is also a self-explanatory link between higher nor reserve notwithstanding, the association between
hospitalization rates among the insureds and the com-higher utilization and being insured by MIUs is a sig-
position of the benefit package of the MIUs surveyed, nificant finding, in particular against the backdrop of
all of which include hospitalizations. the reported underutilization of persons covered by the
We also looked at a proxy indicator for maternity PhilHealth MSM program, which operated in compa-
needs, which was the total number of deliveries in the rable regions and constrairf22].1?
5 years preceding the surveyaple 1. The rate of One final point merits a short discussion: Affiliation
deliveries among the insured cohort was slightly lower to MIUs is voluntary. Itis often assumed that voluntary
than the rate recorded among the uninsured (9.3% come-affiliation to health insurance is attractive mainly to bad
pared to 11.1%). But the rate of deliveries attended by risks. Hence, individual/voluntary health insurance is
a doctor among those who had episodes of pregnancyassumed to be exposed to adverse selef2®24] We
was significantly higher among the insured cohort than have no evidence to assume that this assertion applies
among the uninsureds. At the same time, the rate of de-to MIUs; quite the contrary, there is some indication for
livery at home was much higher among the uninsured. the opposite. For one, the proxy indicator for morbid-
The incidence of diagnosed hypertension and dia- ity among the insured and uninsured cohorts is virtually
betes is 36% higher among the insured population than the sameTable 1), and does not support an assump-
among the uninsured. One could argue that this dif- tion of adverse selection. Secondly, if adverse selection
ference could originate from the slightly higher age were manifest, one could expect the insured cohort to
(7.0% insured over 60 years, compared to 5.6% among report a higher number of deliveries during the 5 years
the uninsured) and prevalence of obesity among the in- preceding the survey compared to the uninsured. In
sured population. Yet, these two chronic conditions are reality, the opposite was registered. One explanation
asymptomatic for along time. Hence, a plausible expla- for this situation is the fact that MIUs operate substi-
nation for the higher rate of diagnosis is the higher rate tutive rather than complementary and supplementary
of primary-care physician encounters among the in- schemes, in a setting where group size is usually quite
sured, which could provide the opportunity for screen- small (from 900 in Davao to 7000 in La Union), and

ing.
Despite the small sample of chronically ill, one
can observe a significantly higher rate of drug com-

11 |tis recalled that the PhilHealth package does notinclude primary
care, a fact that may explain why hospital care is reported to be
underutilized among the PhilHealth insureds, notably the participants
in the Indigent progran23].

where decisions to join are taken by households rather
than single individuals, and in social settings where
the group can influence members’ conduct and there-
fore reduce deviant behavior. Thus, the MIUs are ap-

12 According to Almario and Webd23], MSM to date covers only
a small portion of the estimated poor population in the country (less
than 10%).
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parently not susceptible to the same market failures of [7] wiesman D, dtting J. The Emerging Movement of Com-

voluntary health insurers in OECD countries. mu_nity Based Health Insurance in S_ub-Saharan Africa: Ex-
This article examines evidence on the impact of be- periences and I__essons Learned. Afrika Spectru_m 2900,35.9,
L d by MIUs in the Philibpines on increasin http://www.wye.ic.ac.uk/AgEcon/ADU/eaaeannc/juetting.pdf.
Ing Insure y ) . _pp 9 [8] Flavier J, Soriano E, Nicolay A. Social health insurance in the
healthcare utilization, in an environment where under- Philippines: a review of the context. In: Dror D, Preker A,

utilization is otherwise prevalent. We have presented editors. Social Re-insurance: A New Approach to Sustaining
data upholding an association between insurance by Community Health Financing. Washington: The World Bank
MIUs and better healthcare utilization. Considering and International Labour Organ; 2002. pp. 329-351, Chapter

o L - 17.
that the overall objective of the authorities in the Philip- 9] Dror D, Preker A, editors. Social Re-insurance: A New Ap-

pines, as in other countries, is to enhance access t0 proach to Sustaining Community Health Financing. Washing-

healthcare and remedy underutilization, one can claim ton: The World Bank and International Labour Organisation;

that grassroots initiatives such as the MIUs make a reall 2002.

contribution towards this goal. [10] Preker AS, Carrin G, Dror D, Jakab M, Hsiao W, Arhin-

Tenkorang D. Effectiveness of community health financing in

meeting the cost of iliness. Bulletin of World Health Organisa-
tion 2002;80:143-50.

[11] BennettS. The role of community-based health insurance within
the health care financing system: A framework for analysis.
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