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Policy Notes

Analysis of catastrophic health financing  
by key institutions

Alvin B. Caballes

 inancial risk protection is one of 
the three main thrusts of the Department 
of Health’s (DOH) Universal Health Care 
initiative. This raises the need to mitigate the 
patients and their families’ catastrophic health 
expenditures, or out-of-pocket spending on 
health that can drive them to or further into 
poverty (DOH 2010). 

Three prerequisites have been postulated to 
contribute to catastrophic expenditures, namely, 
health services requiring payment, low capacity 
to pay, and the lack of prepayment or health 
insurance (Xu et al. 2003). These conditions 
currently prevail in the Philippine setting. 

While a large segment of the population is 
impoverished, health services requiring payment 
are the norm in the country’s government 
facilities. To improve the access to health 
services among indigent families, the Philippine 

Health Insurance Corporation (PhilHealth) has 
implemented social health insurances, such 
as the Sponsored Program and the Z Benefits 
packages, wherein fixed but substantial support 
is provided for select medically expensive 
conditions. If only these programs were 
effective, then the lack of health insurance 
would have been addressed and adequate 
financial protection would have been assured 
for Filipinos. However, empirical evidence 
suggests otherwise.

According to Van Doorslaer et al. (2005), 
the incidence of catastrophic expenditures 
remained low in the Philippines, with drug 
purchases accounting for the greater part of 
such expenses. Apparently, this resulted from 
the patients’ avoidance of medical care due to 
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the perceived expense (SWS 2010). In recent 
years, however, the number of households 
affected by catastrophic expenditures has been 
increasing (Herrin and Lavado 2011). Despite 
this, PhilHealth reimbursements (Table 1) have 
remained inadequate (Caballes et al. 2012; Tobe 
et al. 2013; PSA 2014). 

Patients seek recourse from funding institutions 
to fill in their apparent health financing 
gap. However, there has been no systematic 
documentation of how these agencies actually 
select and support their beneficiaries. It is also 
important to study whether these agencies can 
effectively and equitably address catastrophic 
health expenditures.

This Policy Note describes the participation 
of public and private agencies that provide 

financing support for patients faced with 
catastrophic health expenditures. It also 
provides a framework that will facilitate the 
third-party financing for such expenses. It 
likewise emphasizes various stakeholders’ 
first-hand accounts and insights related to 
catastrophic health expenditures.

Focus group discussions (FGDs) were held 
separately involving patients (or family 
members), health-care providers (clinical and 
support staff), and representatives of policy 
or financing agencies. Patient participation 
represented a range of clinical situations. 
Providers came from rural and urban settings, 
from both public and private sectors. 
Agency representatives came from the DOH, 
PhilHealth, Philippine Charity Sweepstakes 
Office (PCSO), Philippine Amusement and 
Gaming Corporation, private advocacy and 
philanthropic organizations, and Congress. The 
FGD findings were validated with PhilHealth, 
PCSO, and Department of Social Welfare and 
Development (DSWD). 

Perceptions on catastrophic health 
expenditures

Meaning and importance
Patients and family members consider 
catastrophic health expenditures from a life-
and-death perspective, such that they will try to 
exhaust all means and resources to obtain the 
necessary care. They stress that the precarious 
situations they experience are aggravated by 
financial burdens. However, such predicament 
is not limited to the poor. Even the well-off 
may not be able to generate enough resources 
particularly in urgent circumstances. 

Study
Sample and Methods

Percent of Facility Charges 
Reimbursed by PhilHealth

Caballes et al. 2012 
Provinces that were part of the 
Health Systems Development 

Project; 
discharge interviews and 
PhilHealth data review

31% for private 
27% for LGU 
15% for DOH

For SP members: 
72% for DOH 
68% for LGU 

63% for private
Tobe et al. 2013 
CAR provinces; 

PhilHealth data review

84–93% for public 
40–79% for private

PSA 2014 
Nationwide household sample; 

30-day recall

57% for public 
40% for private
Other charges: 
5% for public 
6% for private

Table 1.    Summary of researches on PhilHealth  
reimbursement coverage

CAR – Cordillera Administrative Region; LGU – local government unit;  
SP – Sponsored Program
Source: Author’s compilation
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Providers are aware of the patients’ expenses, 
which actually pose clinical, legal, ethical, 
and financial dilemmas in their side. The social 
costs related to catastrophic expenditures thus 
extend to other stakeholders—particularly 
other patients—as they are adversely affected 
whenever budgeted funds and facility resources 
get to be depleted.   

Financial institutions have different definitions 
of catastrophic health expenditures, premised 
on their organizational mandates and 
operational capacities. For the most part, 
these definitions overlook the relative nature 
of such expenditures, as well as their social 
and economic impact on patients and families. 
There is therefore an incongruity between what 
the patients perceive as a severely distressing 
situation—both clinically and financially—and 
what most institutions consider as merely usual. 
These lead to, among others, discrepancies 
in terms of patients’ urgency of need and the 
institutions’ timeliness of response. Thus, the 
almost cavalier culture patients are sensing 
in some agencies. Such attitude was even 
rationalized by an FGD participant as a way 
of having patients demonstrate that they are 
desperately in need and thus really deserving 
of support (Figure 1). A patient advocate 
therefore looked upon the persistence of such 
expenditures as a human rights issue. 

Institutional mechanisms
Usually, patients or family members individually 
approach the concerned support agencies during 
the course of medical treatment. While a social 
worker can direct patients to institutions, 
assistance is not always available in all 
facilities. The actual legwork for the support-

seeking process is mostly left to the patients or 
their relatives.  
 
Likewise, the documentary and procedural 
requirements of agencies are variable. While 
agencies claim that these are disseminated 
and published, the patients’ awareness of the 
requirements and ability to comply readily are 
limited. In addition to patients’ distress is the 
seeming uncertainty of the PCSO’s assistance 
criteria. Likewise, PhilHealth’s benefits system 
has underlying computations not fully clear to 
the patients. 

The amount and timing of financial support 
also vary across different agencies. In terms of 
magnitude, PhilHealth and PCSO are providing 
more substantial support, although the former 
can be accessed only at the end of a hospital 
confinement while the latter can be expected 
earlier, as enabled by guarantee letters. 
 

Figure 1.  Selected responses from the FGDs  
on catastrophic health expenditures

Source: Author’s compilation from the FGDs
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Benefits from sources of funds, such as private 
foundations, politicians, and DSWD, could be 
accessed early in the course of confinement, but 
these generally provide only limited support. 
Moreso, only DSWD hands money directly to the 
patients. Government hospitals also provide 
support, mainly by awarding discounts as may 
be determined to be appropriate by social 
workers. Such arrangements, however, are 
limited for local government facilities.  

Hospital administrators have additional 
concerns. They find the PhilHealth 
reimbursements—particularly for the so-called 
No Balance Billing qualified indigent patients 
—inadequate. The outstanding charges end up 
being levied on other patients. Moreover, the 
Z Benefit packages (with the included cases 
listed in Table 2) have a narrow scope that 
neglects related costs (e.g., diagnostics-related 
expenses) as well as a wide array of other 
expensive conditions. 

Optimizing institutional arrangements
Based from the earlier discussion, it is evident 
that the available institutional response to 
catastrophic health expenditures can best 

be described as disparate, untimely, and 
inadequate. 

A general illustration of the routes, institutions, 
alternative options, and outcomes that affected 
patients have to contend with is provided in 
Figure 2. While it provides a graphical summary 
of the consequences of these expenses on 
patients and families, the reality is far from 
being as tidy. The burden to seek help from one 
financing source to another is on patients and 
families, despite the serious illnesses and social 
costs they are already shouldering. The proposed 
enhancements are expected to improve this 
scenario (Figure 3). 

The fundamental step is to adopt a uniform 
operational definition for catastrophic health 
expenditures. This will enable the involved 
institutions to have a unifying concept on where 
to base their own policies and strategies. 

The proposed definition states the following: 
“The situation applies when a patient’s 
condition requires medical interventions that 
are life- or limb-saving and determined to be 
clinically appropriate and cost effective, but the 
costs for which are beyond the actual means 
of the patient (or family) at the time of need, 
whether due to time or resource constraints.” 

While catastrophic health expenditures 
inherently refer to financial concerns, the 
provided definition offers a different perspective 
by emphasizing the gravity and urgency of 
the underlying medical condition. With further 
emphasis on the chronological and clinical 
dimensions, the restrictions on access for even 
the nonpoor are removed and the scope of 

Table 2.  Cases included in the PhilHealth Z Benefit 
packages

Z Benefit Cases
Acute lymphocytic leukemia, standard risk (for children) 
Early breast cancer, stage 0-IIIA 
Prostate cancer, low to intermediate risk 
Kidney transplantation for end-stage renal disease, standard risk 
Coronary artery bypass graft surgery, standard risk 
Total correction of tetralogy of fallot (for children) 
Closure of ventricular septal defect (for children) 
Cervical cancer, stage I-IV 
Z MORPH (mobility, orthosis, rehabilitation, and prosthesis help)

Source: PhilHealth
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Figure 2.  Diagram of existing institutional support pathways, 
patient’s perspective

Note: Physical routes (in solid lines), time line of health-care requirements (superimposed), 
opt-out pathway (dot-dash lines), and consequent financial flows (dotted lines) and outcomes 
are indicated. 
Source: Author’s rendition

Figure 3.  Diagram of proposed institutional support pathways,  
patient’s perspective  

Source: Author’s rendition

applicable medical conditions is expanded. 
Other recommendations range from simple to 
the more complicated strategies (Table 3).

For instance, measures for improving 
responsiveness can be undertaken by 
individual agencies within a reasonably 
short period of time. These involve mostly 
a retooling of current systems, thereby 
making these more client friendly. These 
interventions may require changes in 
organizational cultures and adoption of a 
change management process. The value of 
transparency of benefits processes cannot 
be underestimated.

Succeeding enhancements will entail a more 
thorough revision of policies and practices as 
well as greater coordination among agencies. 
An integrated financing arrangement may 
be put in place, with distinct responsibilities 
assigned to respective institutions. Such 
proposed assignments are not only based on 
the recognized competencies of the individual 
agencies (e.g., PhilHealth has closer links to 
providers and can also actuarially assess the 
health financing needs of most conditions), 
but also need to be also adapted to be 
consistent with the mandated financial 
management systems of specific providers 
(e.g., LGU- versus DOH-operated hospitals).

Finally, the establishment of a dedicated 
organization that will oversee the 
development of policies and implementation 
of strategies regarding catastrophic health 
expenditures is recommended. This may 
be organically within DOH or a semi-
autonomous body. Not the least of the part of 
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Table 3.   Recommended strategies for improving the 
institutional response to catastrophic health 
expenditures

Improve agency responsiveness
Simplify transactions 
Establish point-of-service posts (maybe online) 
Implement transparency in beneficiary selection and quantity of assistance 
Ensure early provision of benefits
Integrate financing arrangements
Emergency cases:

 Facility to initially shoulder all expenses 
Third-party payments to subsequently offset costs (subsidies, tax credits, 
PhilHealth or other insurance payments)

ICU cases:
Primarily by enhanced PhilHealth coverage 
Supplemental support by PCSO for every expensive care 
Ethic, legal, and administrative guidelines by DOH

Chronic cases:
Primarily expanded by PhilHealth coverage with regard DSWD for 
supplemental welfare assistance

Establish dedicated organizational unit
Develop related policies and strategies 
Coordinate programs of public and private agencies 
Monitor outcomes 
Collaborate with other agencies to ensure standards

the unit’s responsibilities will be the monitoring 
of the incidence of affected patients as well as 
the effectiveness of concurrent interventions. 
Such a unit may create a comprehensive 

benefits program for patients and families.2 The 
designated unit will also have to coordinate 
with regulatory offices to ensure that improved 
financing is complemented by readily available 
and quality health services. 4
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2 The current integrated welfare model of the conditional cash 
transfer program, as administered by DSWD, may serve as the 
operational model


