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Policy Notes

T   he social health insurance of 
the Philippines was established in 1995 
when the National Health Insurance Act 
(NHIA), Republic Act (RA) 7875, was 
promulgated.1 The Philippine health sector 
went through a major leap in 1995 when 
the act was promulgated, providing for the 
institutionalization of the National Health 
Insurance Program (NHIP). 

This Policy Note is based on the study, “Analysis 
of the Employed Program of the Philippine 
Health Insurance Corporation (PhilHealth)”. It 
was conducted to examine the enrollment and 
coverage levels under the Employed Program 
(EP), which is currently referred to as “Formal 
Economy” under RA 10606.

The EP is a component of NHIP, which caters 
to the formal sector. It covers people in 

the government and private sectors who 
are under a formal employer-employee 
relationship. This is compulsory to all workers 
in the formal sector. However, despite its 
mandatory nature, full coverage has yet to be 
achieved in this sector.  

There are a number of reasons why coverage rates 
for a mandatory program, especially one that has 
yet to achieve fruition, needs to be studied. 

First, studying coverage rates can be used 
as a monitoring tool in order to assess if 

______________ 
1 This study was done prior to the enactment of the 
National Health Insurance Act of 2013 (RA 10606), which 
amends a considerable portion of RA 7875. Under the new 
act, the Employed Program has been renamed as “Members 
in the Formal Economy”.
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Figure 1. EP membership and labor force trend

Sources of data: EP membership from PhilHealth; employed population and 
wage and salaried workers from the World Bank Databank.

implementation of the program has 
been effective.

Second, if implementation of the program is 
not as rigid as it should be, then flaws in the 
system will exist. These flaws or issues need 
to be identified for successful implementation 
and for further expansion of the program to 
other sectors. 

Finally, making health insurance mandatory is 
perhaps the most efficient way of achieving 
universal coverage in terms of enrollment. If the 
mandatory program, as it stands, proves to have 
some fundamental issues in implementation, 
then it might signal the existence of issues in 
voluntary programs as well.

Membership under the EP
In theory, compulsory health insurance is 
preferred to voluntary health insurance because 
it circumvents the problem of adverse selection 
(Kwon 2009). However, health insurance 
enrollment can only be enforced if there exists 
a legal mechanism or structure that would 
strengthen the implementation of compulsory 
enrollment. In the Philippines, the share of the 
formal sector to the labor force has remained 
roughly the same in the last 10 years (WB 
2013). During this period, the labor force 
has also grown, which means that there is 
also a greater number of people in the formal 
sector. Figure 1 illustrates the trends in EP 
membership and the labor force.

Wage and salaried workers in Figure 1 represent 
the formal sector of the labor force. The gap 
between ‘total employed population’ and ‘wage 
and salaried workers’ is classified as self-
employed and is, therefore, part of the informal 
sector. The EP is compulsory and it has been 
mandated that all individuals employed have to 
be enrolled under the said program. Following 
this mandate, wage and salaried workers are 
expected to be members of the EP. However, 
Figure 1 shows that there is still a massive gap 
between the two lines. It is also worth noting 
that there are two points wherein a drop in 
members are observed (2006 and 2008) despite 
the increasing number of formal sector workers. 

The growing labor force and the increasing 
number of formal sector workers, in particular, 
are critical in the context of health insurance 
for four reasons.
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First, the number of people in the formal 
sector increases. High coverage rates are 
difficult to achieve through voluntary health 
insurance since the decision to enroll is at the 
individual level. There are many factors that 
will determine an individual’s decision, which 
makes it more difficult to establish a targeted 
approach toward achieving universal health 
coverage. A growing labor force signifies a 
greater number of people brought into the 
formal economy. This allows for a mechanism 
that will make health insurance mandatory—
the easiest way of taking the decision away 
from the individual.

Second, the number of people employed 
increases. Given that unemployment rates 
are not increasing at the same rate annually, 
an expansion of the labor force indicates a 
growing number of employed individuals. This, 
in turn, signifies that premiums will become 
more affordable to these individuals. 

Third, consistency in premium collection is a 
critical factor. If the formal sector is expanding 
and the program is properly implemented, it 
should, in turn, follow that premium collections 
will increase and be more consistent.

Fourth, government subsidy could decrease. 
If the growth of the labor force has partially 
come from the lowest two quintiles, 
government subsidy will be reduced.

EP at the national and regional levels
Based on the study’s key findings, the 
97-percent coverage rate for the private EP on 

the national level is commendable. This implies 
a nearly full coverage for the entire nation. 
However, the coverage rate for the government 
EP on the national level is less impressive at 
75 percent. A possible reason for the lower 
coverage rate could be casualization. 

In the Family Income and Expenditures 
Survey, a contractual will likely say that 
he or she works in the government sector 
and will thus be counted as a government 
employee. However, because of the status  
of their employment, they are not entitled  
to the same benefits that a regular 
government employee receives, such 
as health insurance. This is one of the 
limitations of this study. In order to 
calculate accurate coverage rates, the 
number of contractuals or casual employees 
needs to be removed from the sample.

Meanwhile, regional figures do not seem to 
support the numbers at the national level. 
Figure 2 presents regional coverage for both 
private and government EPs. The x-axis is 
taken as the line of full coverage. The negative 
plane indicates undercoverage and the positive 
plane indicates leakage. The farther the region 
is from the line of full coverage, the greater the 
leakage or the undercoverage. Based on this, 
most of the regions experience undercoverage 
under the EP.

EP at the provincial level 
The regional figures show considerable 
variation between regions. Provincial figures 
are even more erratic. A number of provincial 
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characteristics were identified in order to 
explain the existence of the said variation.2

For the private sector, there are five 
characteristics observed: (1) sectoral 
employment (i.e., agriculture, sales, services, 
manual work, processing/manufacturing, 
mining, skilled work, and education/academe); 
(2) nature of employment (i.e., permanent and 
short-term job); (3) union coverage; (4) union-
employees ratio; and (5) size of enterprise 
by number of employees. Among these 
characteristics, the size of the establishment 
comes out as significant, with more employees 
hired by medium-sized establishments leading 
to a higher likelihood for the province to 
have lower coverage. On the contrary, the 
greater the number of employees in large-
sized enterprises, the more likely it is for the 
province to have higher coverage levels.

Sullivan et al. (1992) conducted a study on 
employer-sponsored health insurance in the 
United States (US). Although the health 
insurance system in the US is different from 
that of the Philippines, a couple of parallels 
can be drawn.

One of the issues noted by Sullivan et al. (1992) 
was the decline in enrollment for employer-
sponsored insurance due to fiscal constraints 
imposed on firms by a recent recession. Fiscal 
constraints can be a reason why some firms in 
the Philippines choose to hire their employees 
as ‘contractuals’. By doing so, they avoid having 
to enroll their employees into the health 
insurance program and other social security 
benefits that are otherwise required by law. 

The same study found that employers did not 
offer health insurance to their employees as 
they have access through different sources 
such as trade associations and union health 
plans (Sullivan et al. 1992). In the Philippines, 
the national health insurance is the most 
widely used insurance. However, the distinction 
between programs could allow for brokering. 
Two things could happen. First, the employee 
might come in having already enrolled in the 
voluntary program. If the employee does not 
demand coverage from the employer, the latter 
could choose not to transfer the employee’s 
membership to the ‘employed program’. Second, 
if the employee has no health insurance, the 
employer could negotiate with the employee 
to enroll to the voluntary program if the salary 
bracket of the employee requires a higher 
premium than in the voluntary program.

Figure 2. Regional coverage of employed  program

Source: Silfverberg (2014)

______________ 
2 These provincial characteristics were used as independent 
variables in an ordered logit regression in order to 
identify which ones led to the province more likely having 
undercoverage, full coverage, or leakage. 
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Results by sector show that provinces with 
higher percentage of workers in the skilled 
sector are likely to have higher coverage. 
The banking/finance sector also came out 
significant but negative, signifying a low 
enrollment rate for the sector. These findings 
are possible propositions on how targeting 
should be implemented. 

For the government sector, the following 
characteristics are studied at provincial level: 
(1) good governance index, (2) real local gross 
domestic product (GDP) per capita, and (3) 
income class. Of the three characteristics, only 
the real local GDP per capita has been shown 
to be significant. The model, which was based 
on the availability of data that could be used 
as proxies, explained very little of the variation 
between provinces. To improve the model, the 
number of casual or contractual employees per 
province should be included. These particular 
groups should be addressed in order to improve 
the coverage rates of the government EP. 

Improving coverage levels 
for the private EP
Monitoring medium-sized establishments. 
Results indicate that the more number 
of employees hired by medium-sized 
establishments, the larger the likelihood of the 
province to have undercoverage. The opposite 
was found for large establishments. Although 
the impact was very small, the direction of the 
relationship and the significance are indicators 
that these establishments might be more likely 
to fail in terms of enrollment of employees 
to PhilHealth. From PhilHealth’s contribution 

table, the contribution of the individual is the 
same as with the Individually Paying Program 
(IPP) up to a salary range of PHP 24,999. 
Without monitoring, the employer can 
encourage employees who earn over  
PHP 13,000.00 to enroll in the IPP scheme 
instead and offer to pay half the premium in 
order to save on monthly premium costs. This 
type of brokering would be more likely to occur 
in smaller-sized establishments.

Targeting of certain sectors. The banking 
and finance sector presented a negative 
correlation on provincial-level coverage. The 
most relevant lesson from this is that certain 
sectors might be more prone to undercoverage. 
This highlights the importance of targeting 
enrollment by sector. A number of countries 
that have achieved universal coverage started 
with sectoral coverage. Luxembourg started 
with the manufacturing and industrial workers 
while Israel started with the agricultural sector 
(Carrin and James 2005). The same principle is 
applied to the government EP. 

Monitoring of casualization. Under Article 280 
of the Labor Code of the Philippines, it is 
stated that “any employee who has rendered at 
least one year of service, whether such service 
is continuous or broken, shall be considered a 
regular employee with respect to the activity 
in which he is employed and his employment 
shall continue while such activity exists.” There 
has been anecdotal evidence of firms that 
terminate employment every six months before 
rehiring to maintain the casual status of the 
employee. The one-year clause of the Labor 
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Code should be properly implemented through 
monitoring as well as through information 
campaigns for casual employees. Enrollment 
into social security benefits, which include 
the national health insurance, will then be 
addressed when casualization is addressed. 

Improving coverage levels
for the government EP
Enrollment of casual and contractual employees. 
Government should mandate the enrollment of 
nonregular employees into the health insurance 
program, if not as formal employees then as 
members of the voluntary program. Workers 
belonging to these categories are waiting for 
regularization. They are then more likely to 
postpone enrollment until they become regular 
employees and can avail of the same benefits 
as their counterparts. 

Monitoring of local government units. 
Monitoring of government enrollment must 
be done on the local level. In the thrust for 
universal health coverage, the importance of 
political will cannot be stressed enough. If 

there is lack of coverage in the government 
sector, which is supposed to be mandatory, 
this signals a lack of political will for 
expansion of the program to different sectors 
in the locality. Under the revised NHIA 
of 2013, Section 28 has been amended 
as follows, “It shall be mandatory for all 
government agencies to include the payment 
of premium contribution in their respective 
annual appropriations.” The Implementing 
Rules and Regulations of NHIA 2013 should, 
thus, look into how proper implementation of 
this clause can be monitored. 4
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