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Abstract

This study explores key ideas needed in the current debate on the development of healthcare schemes and
programs against poverty in four selected Southeast Asian countries; Vietnam, Indonesia, Thailand and the
Philippines. It also traces the reasons why some of these countries have failed to achieve relative pro-poor growth
through healthcare schemes. Using the poverty line of the four selected countries and Panel Data Analysis, the
present study found that in Indonesia, Philippines and Vietnam, poor people do not benefit from the healthcare
services provided by the government. In Vietnam the situation is even worse as the results showed that an increase
in government expenditure on health led to increased poverty incidences. One of the possibilities for this to occur
is that when government increases expenditure in healthcare sector, this causes a trade-off in other logistic sectors.
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1. Introduction

Southeast Asian Countries experienced an immense economic growth in the last two decades (Warr, 2002; Warr,
2000; Tambunan, 2005; Balisacan et al, 2003). The region has overcome the Asian financial crises of 1997 and
witnessed remarkable economic growth since the year 2000; as a result of efficient economic and political
policies which most of the countries have implemented. Political stability also played an important role in
enhancing economic growth for most of the countries in the region (Singh, 2008).

Figure 1 illustrates the continuous GDP per capita growth in the four selected countries. The figure shows that
the financial crisis of 1997 had a negative effect on GDP per capita, indicating a steady decline in four countries.
Soon after, these countries recovered from the crisis and experienced continuous growth in GDP, indicating a
sign of improvement in the standards of living of the region. The GDP per capita growth leads to the increase in
the demand for goods and services (Pangestu, 2001), consequently leading to increasing job opportunities. This
was very conspicuous, since most of the selected countries such Thailand and Vietnam, had reached a nadir rate
of unemployment at1.2; and 2.3 respectively (UN Database, 2010).

The growth in GDP per capita in the region led to the reduction of incidences of poverty, especially in Thailand
and Vietnam as shown in Figure 2. Indonesia and Philippines seem to have been severely affected by the
financial crisis since the incidence of poverty in these countries increased slightly after 1997. The achievement
of economic growth and poverty reduction which the region attained was not consistent across the four countries.
A comparison between Figure 1 and Figure 2 suggests that while Thailand and Vietnam achieved rapid
economic growth which translated into dramatic decrease in the level of poverty incidences, Philippines did not
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perform well its economic growth; which clearly translated into the slow pace of poverty reduction. Philippines
is slightly farther from achieving the Millennium Development Goal (MDG) by 2015. In Indonesia, even with
the rapid growth in GDP per capita, the level of poverty incidence was again increased after the financial crisis.

Many studies have shown that poor peoples’ income increase when the country experiences positive growth
(Balisacan et al., 2003; Balisacan & Pernia., 2002; Dollar & Kraay, 2000; and Timmer, 1997). In this context,
OECD (2009, p.17) argued that:

“Poverty reduction depends on sustained and broad based growth, which in turn requires
complementary initiatives which share economic benefits and promote better developmental
outcomes for poor and excluded groups”.

But a same kind of economic growth may lead to a range of poverty alleviation levels (Islam, 2004). Studies
have found that economic growth was an incentive to increase people’s income. This could substantially respond
to poverty unless other aspects like sustainability and equity are achieved (OECD, 2009).

In Southeast Asian countries, a large number of poor and vulnerable people have not benefited from this growth
(World Bank, 2006). Therefore, poverty alleviation is unachievable. Many factors: economic crisis, climate
change, international trade and changes of commodities’ prices could contribute for the failure of poverty
eradication (Farrington, 2006). Disasters, environmental problems and other unforeseen circumstances may
destroy households’ capabilities, thus increasing their vulnerabilities. In this case, even though a country
experiences rapid economic growth, tackling vulnerability and poverty become inefficient. Therefore, as shown
in Figure 2, poverty remains a problem in Southeast Asia region. Cook (2009) stated that although the region
experienced remarkable economic growth, it is not a sufficient condition which contributes to poverty reduction,
since many others factors play important roles in determining peoples’ wellbeing. At the same time, growth has
been accompanied by a sharp increase in inequality across most countries in the region (Cook, 2009; Pangestu,
2001). This argument is supported by the study of Tambunan (2005), who found that in Indonesia, sustained
poverty reduction required not only economic growth, but also a combination of many other factors such as the
nature of the growth, improved access of the poor to markets, good education, health services, production assets,
development of infrastructure, etc. In Thailand while low income groups did benefit from a rapid economic
growth by high-wage employments, this growth has also produced social and environmental concerns such as
inequality (Warr, 2002).

In Southeast Asia region a majority of the poor households live in rural areas and face various types of
idiosyncratic and covariate risks such as disasters, unemployment, discrimination, lack of access to information,
education, health, technology, market services and centers (Balisacan et al., 2005). Most of the poor are
uninsured against these risks, leading them to implement informal strategies to cope, mitigate and manage
against these risks (Balisacan et al., 2005), often causing them to become chronically poor (Fafchamps & Lund,
2003; Bird & Prowse, 2008; Gandhi et al., 2008). Therefore, there is a potential role for policies to play in
tackling people’s vulnerability and poverty. Poverty reduction cannot be efficiently alleviated if only
governments, donors and NGOs implement and adopt strategies and programs which prevent the non-poor from
falling into poverty trap and the poor to become chronically poor. Various development agencies such as World
Bank (WB), Asian Development Bank (ADB) and Institutes of Development studies (IDS) have adopted social
protection schemes and programs as strategies which could contribute in the achievement of the MDGs goals.
These strategies and programs were found to play important roles in tackling poverty in developing countries
(Mushunje & Mafico, 2010; Barrientos, 2010; Kabeer, 2009; Nielsen et al., 2005; Kamerman, 2006; Begg &
Nectoux, 1995; Barrientos & Hulme, 2008; Aswaf & Jutting, 2007; Frota, 2008; Kaufman, 2007). These studies
provide evidences to support that even social protection strategies can play a significant role in enhancing and
supporting people to escape from poverty. However, most of the population and especially the poorest ones and
rural dwellers have not benefited from these programs. Therefore, it was suggested that governments, donors and
policy makers need to increase social protection schemes and programs to cover vulnerable areas and difficult
environments where most poor people live.

From the previous discussions, there appears significant regional variation of poverty. It is well understood that
economic growth is important in alleviating poverty. Figures 1 and 2 showed that, although Vietnam has the
lower GDP per capita within the four selected countries, it has successfully eradicated poverty to lower levels.
On the other hand, although Indonesia and Philippines have higher GDP per capita than Vietnam, poverty rate
was still very high. From this observation, this article will argue that economic growth does not efficiently
eradicate poverty, except the marginalized people who lack access to assets and services benefit from other
strategies such as social protection, which insures them against uncertainties. Countries with well managed and
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efficient social protection programs could efficiently eradicate poverty. This study attempts to trace the reasons
why some of the selected countries succeeded in alleviating poverty to lower rates through social protection
strategies, whereas others failed to do so.

Salter (2006), Khamman (2009), Cook (2009) and Suharto (2007) gave an overview on social protection in
Thailand and Southeast Asian countries respectively. Hutagalung et al (2009) investigated the problems and
Challenges for the Indonesian Conditional-Cash Transfer Programme, while Dhanani and Islam (2002)
investigated the impact of social protection strategies within a crisis period in Indonesia. Saidatulakmal (2009)
gave an overview on social protection system in Malaysia. Others investigated how healthcare schemes
promoted poor people in Southeast Asia countries (Ramesh & Xun, 2008; Assan et al., 2009; Ensor and San,
1996; long, 2008; Adams, 2005; Jowett and Thompson, 1999; Heywood & Choi, 2010; Manasan, 2009; Iwana,
2009; Arifianto, 2004; Ramesh, 2000; Asher, 2002; Thuan et al., 2006). These studies investigated social
protection strategies theoretically, rather than empirically. Only few studies, such as van de wall (2003) have
employed panel data process to highlight the link between Vietnam’s social welfare transfers and poverty
alleviation. Ensor and San (1996), using questionnaire also investigated the impact of healthcare schemes in
Vietnam on poor households. These literatures are found to be exclusively based on single country studies.
Studies carried out on ground of only single country analysis provided an understanding of social protection
system in which particular country investigation of social protection programs’ impact on poverty alleviation
was hardly sufficient (Ramesh &Xun, 2008). In contrast, pooled data analysis on the healthcare schemes and
programs could enable the investigation with regards to why these programs succeed in alleviating poverty in
some countries, whereas it failed in others.

No empirical study has investigated the role of healthcare schemes on poverty reduction in the four selected
Southeast Asian countries, using pooled data to the best of our knowledge. Therefore, little is known about how
healthcare schemes are able to insure non-poor people from escaping poverty traps or whether these strategies
succeeded in moving the poor ones out of poverty in Southeast Asian countries. Similarly, the question of why
some Southeast Asia countries succeeded in alleviating poverty than others, who attained a very slow pace of
poverty reduction, was not well documented. To fill this gap, using panel data analysis from 1998 to 2006 and
the national poverty line of the selected countries (Indonesia, Thailand, Philippine and Vietnam), this study
investigated whether the social protection strategies (healthcare schemes in this case) for these countries
succeeded in moving poor people out of poverty. It also traced reasons as to why some of these countries failed
to achieve relative pro-poor growth, through social protection policies.

2. Methodology

The purpose of this study is to investigate the effect of health care schemes on poverty reduction. It aims to
investigate the effect of healthcare schemes on poverty alleviation in the four selected Southeast Asia countries
within the period 1998 to 2004 and 2006. The main objective of this study is to identify the reasons why there is
significant improvement in poverty reduction through governmental social protection policies and practices in
some Southeast Asian countries, whereas these same measures have failed in others. Since the present study
attempts to investigate the effect of a strategy in each country on poverty reduction within the four selected
countries, a pooled method is considered the appropriate tool which could provide an effective analysis,
considering both the space (country) and time dimension (year) of the data. To fulfill the objective of the study, a
simple model of government social protection expenditure (SPEx) influencing poverty (POV) was undertaken
(Barrientos, 2010). In this model, poverty reduction is related to governmental social protection strategies as
follows:

(POV)= fISPEX).. e oo (1)

To model poverty exclusively as a function of various forms of health care expenditures is simply invalid.
Moreover to distinguish between the social protection schemes effect and economic growth effect, GDP per
capita variable is added to poverty equation. Thus the link between governmental social protection expenditure
and poverty reduction is evaluated by using the following “social protection-poverty reduction” model:

POV = f(SPEX, GDPX) ...t )

The model includes a series of variables identified from the literature as potential determinants of poverty
reduction in developing countries and Southeast Asia (Cook, 2009; Saidatulakmal, 2009; Aswaf & Jutting, 2007;
kamerman et al., 2006; Nielsen et al, 2005; Barrientos, 2010; Frota, 2008;). The variables considered under
“social protection-poverty reduction” model include: social protection expenditure on health (SPEH), measured
as a percentage of General Government Expenditure; The health care expenditure (HCE), measured as a
percentage of health care expenditure not financed by private households’ out of pocket payments; and Social
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security expenditure on health (SSE), measured as a percentage of total health expenditure. Gross Domestic
Product (GDP) per capita measured as the total annual output of a country's economy, here in current U.S. dollars
per person. The dependent variable is poverty rate (POV), measured as the percentage of the population living
below the poverty line for each selected country. Data of poverty rate was taken from different sources (Note 1).
Data for poverty for years 1999 for Philippines; 2003 for Thailand; 1999, 2001, 2003 for Vietnam were
calculated using the mean (i.e. poverty rate for year 1999 is equal to the poverty rate for year 1998 plus poverty
rate for year 2000, all divided by two). Data for SPEH, HCE and SSE variable was taken from ILO database.
Data for GDP variable was taken from Earthtrends database

By using Panel Data Analysis methods, Equation 2 could be written as follows:
POV = Bo + BiSPEH B HCE +B3SSE +B4GDPy €. 3)
Where (B;) indicates the parameters, (x) the country and (t) is time.

Choosing between the fixed and random effects (Note 2) in analyzing the pooled data, the Hausman test which is
the most accepted tool was used. The results from Table A (appendix) rejects the null hypothesis and confirmed
the alternative one (Note 3). Therefore, the fixed effects model was used to analyze the data set.

3. How Do Healthcare Schemes Correlate With Poverty In Each Country?

Table 1 summarizes the study’s estimation results of the impact of social strategies on poverty incidence. The
results showed that all the social protection variables are not statistically significant in Indonesia and Philippines,
whereas these variables showed significant effect on poverty reduction in Thailand. Surprisingly, the results
demonstrated that “government expenditure on health” variable is statistically significant at five percent level in
Thailand and Vietnam, but the variable showed a positive sign in Vietnam. This means that in Thailand, every
one percent increase in government expenditure on health, led to a decrease in poverty rate by 0.99 percent,
whereas in Vietnam, every one percent increases in government expenditure on health led to the increase in
poverty rate by 3.24 percent.

The results also showed that HCE variable was only statistically significant in Thailand at 5 percent level; the
SSE variable was statistically significant at five percent level in both Thailand and Vietnam indicating the
correct sign, while it was not statistically significant in both Indonesia and Philippines. GDP per capita remains
key to poverty alleviation imitative. The findings demonstrated that GDP per capita variable was most important
and had the correct sign at 5% level of significance in Indonesia, Thailand and Vietnam. An USD1.00 increase in
GDP per capita in Indonesia, Thailand and Vietnam led to a reduction in poverty rate by 0.006, 0.011 and 0.075
respectively. In meantime, GDP per capita has not shown any significant effect on poverty reduction in
Philippines.

While the present study is aimed at examining healthcare cost’s effect on poverty alleviation, it is also focused
on addressing three variables related to healthcare costs and an unexamined the GDP per capita variable.

4. Analysis of result and Discussion

Why would the increase in social protection expenditure on health (SPEH) lead to increase in poverty rate in
Vietnam? To answer this question, it is important to understand how the health sector in Vietnam performs. It is
known that there exist large disparities between regions and income quintiles in Vietnam. Previous studies
showed that rich people are the most likely to benefit from government services and the poor people appeared to
pay more than the rich when they visit health facilities (Ensor & San, 1996; Adams, 2005; Long, 2008).
Edgeworth and Collins (2006) argued that the utilization of healthcare services is not likely to be maximized
when only a small proportion of the population has access to these services. In the case of Vietnam, the small
proportion of population is the rich people. Therefore, majority of poor households lacked access to public
healthcare service, with most public healthcare services and hospitals serving rich people (Adam, 2005) (see
Table B in appendix). Poor households are therefore, forced to use the private sectors as substitute. This leads to
decline of household income and render houscholds chronic poor (Russell, 2004, and Russell, 2005). Poor
households spend more on healthcare and as such, the increase in their medical costs leads to a decrease in their
capacities, which could in turn lead them to cut their consumptions and in some cases, to even sell their
productive assets such as animals and land, in order to pay for the appropriate health facilities. Studies have
found that sale of productive assets such as livestock served households to cope with unexpected stressors (Note
4). Equally it also led to serious poverty prevalence and made people unable to cope with future unpleasant
events (Sauerborn et al 1996). This chain makes them more vulnerable and causes malnutrition, which may lead
them to fall into chronic poverty again. Being inaccessible to public healthcare services and when they have the
access, the poor quality of services and the high fees charged in Vietnam (Adams, 2005) exacerbate the poor
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people’s situations. The sick people are not able to work for days and maybe longer, resulting in impoverished
livelihood, as they are not able to generate income for their families.

From the previous analysis, it was shown that poor households who really need access to the various social
protection schemes in Vietnam are disadvantaged. Therefore, the government’s strategies were ineffective in
providing equal healthcare services to her citizens. Many studies have shown that health care is an important
player in eradicating poverty in developing countries. The results of the present study indicates that healthcare in
Vietnam does not play an important role in tackling poverty, but more surprisingly, the figures illustrated that the
increase in social protection expenditure on health increases the incidence of poverty rate in Vietnam. Even
though the share of Government expenditure on health sector is very low in Vietnam compared to the other
selected countries (Figure 3 in appendix); the increase in health expenditure still causes people to become poor.
One of the possibilities for this to occur is that when government increases expenditure in healthcare sector, this
causes a trade-off in other logistic sectors. This could be explained by the fact that decreased spending on other
logistic sectors in such poor country, such as public goods, investment in productive sectors, education and/or
agriculture, may decrease job opportunities to the poor people. Studies have also shown that the increase in
spending on the agricultural sector in developing countries is one of the most important factors for promoting
rural development and alleviating poverty in rural areas (Akroyd, 2007). In Vietnam, government investments in
agricultural research significantly contribute to the alleviation of poverty incidence (Fan et al, 2004). Although
the important role of the agricultural sector in promoting economic growth (agriculture contributed 20.4% of
total GDP in 2005), creating jobs and income for the majority of the population, thus contributing in eradicating
poverty in both rural and urban areas in Vietnam is recognized, the portion of total government expenditure
allocated to this sector was only 5.5 percent compared to the Asian country average of 8.6 percent (Akroyd,
2007). The proportion of agricultural investment in total social investment decreased from 7.1 percent in
1996-1999 to 6.4 percent in 200-2003 (Huang & Bocchi, 2009). The trade-off in investing in the productive
sectors (such as agriculture) could reduce the production capacity and production quantity. In addition, the price
of basic goods increases, leading to decreased purchasing power of households, thus making them poorer.

From the results, it is shown that in both Indonesia and the Philippines an increase in social protection
expenditure on health (SPEH) did not significantly reduce poverty rate, while this increase in SPEH significantly
reduced poverty rate in Thailand. In Thailand, government was the main player of public healthcare service
provision and major financial contributor of healthcare sector (Note 5). Meanwhile, in both Indonesia and the
Philippines, non-state people and institutions were major providers of public health service (Ramesh & Xun,
2008) (Note 6). Therefore, government share is likely to play an important role in improving health sector
services. This is clear because countries where the healthcare sector is dominated by the government in term of
provision and financing (such as Thailand) were found to perform better than those countries where the health
sector is dominated by the private sector (Ramesh & Xun, 2008; and Long, 2008). However, since the poor are
the most affected with risk of illness and have limited capacities, the distribution of public health care spending
should be more to the poor quintiles. Only then could the government expenditure on health sector make
significant progress in eradicating poverty.

Government provision and financing of the healthcare sector cannot be effectively successful in making the
health sector to be more pro-poor except these efforts are combined with high management skills, resources and
high skilled labour. Multidisciplinary management training leads to the improvement in hospitals performances
(Supic et al., 2010).

High population also affects the efficiency of healthcare sector in both Indonesia and the Philippines, as a large
proportion of the populations live in remote areas where many indigenous people live. A big proportion of those
people are indigenous, living in rural area and facing high level of poverty and discriminations (IFAD, 2010).
Assan et al (2009) found that as public spending on basic social services systematically discriminates the
indigenous people who are found to be more likely poor than the non-indigenous ones; the access to health
services and medicines is limited in indigenous communities of rural Indonesia. Additionally, high population
causes higher number of people to face health problems (Note 7). The issue of the rapid pace of population
growth in Indonesia and the Philippines causes the government a big burden in achieving an effective healthcare
system. Even though these two countries have the highest population among the Southeast Asia countries, the
respective governments allocated only six and seven percent respectively, of social protection expenditure on
health from the total government expenditure, compared to Thailand which has lower population but allocated
more than 16 percent of social protection expenditure on health from the government expenditure.

Other factor which could be the reason responsible for the inefficient performance in the healthcare sector in the
Philippines and Indonesia is the challenge which the government face in the shift to decentralize the healthcare
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system. Both countries have not yet adopted the decentralization process (Lieberman, 2002). The
decentralization system posed obstacles in the government’s reorganizational of health sector in both the
Philippines (Note 8) and Indonesia (Note 9). Few rules also guide the allocation of block grants between sectors
and there are little guidelines regarding funding of different programs within the health sector (Michuad, 2010).
There was even a significant increase in public funds for healthcare sector since the decentralisation occurred in
2001 (Note 10); although there has only been some improvement in the performance of health sector of
Indonesia. This under performance in healthcare outcomes resulted due to the failure of leadership, politics as
well as bureaucracy in the health sector (Heywood & Choi, 2010). These observations are consistent to be found
in Philippines. Studies have shown that one of the reasons for the insignificant performance of the healthcare
sector in Philippines is due to the failure in the management of the different health programs implemented by the
government such as Philhealth and Health Insurance Program (HIP). For example, studies showed that
Philhealth program covered the rich people and was of disadvantage to the poor ones due to the inappropriate
poverty targeting policies (Lagrada, 2010) (Note 11). Meanwhile, Thailand succeeded in covering all of her
citizens with public health protection schemes (Note 12). A survey conducted by the National Statistic Office of
Thailand in 2003 showed that over 60 percent of the beneficiaries of the Universal Coverage Schemes are the
poorest citizens and only seven percent of the beneficiaries of this program are the rich. The Universal Coverage
Scheme is one of the successful programs which contributed to the achievement of healthcare services coverage
to the whole population.

When people are insured with various healthcare schemes and programs, they get easy access to healthcare and
medical services. Therefore, they increase their utilization of these public health services, leading them to lower
their out-of-pocket payments (and also reduce the risk of catastrophic expenditure for the poor citizens). In
addition to reducing the costs of healthcare services, the healthy condition of the households (especially the poor
ones) allows them to be more productive and generate more income, thus escaping poverty traps. It is reasonable
to believe that the amount of spending on health sector is a good indicator for assessing the performance of the
sector, therefore the contribution to the alleviation of poverty. However, this indicator can only be significant if
the public spending reaches the poor and indigenous people who really need the healthcare services. Similarly,
how the coverage is spread in those areas where the poor and indigenous people live plays an important role in
making the health care sector to perform better.

The Philippines and Vietnam have the highest levels of households’ private out-of-pocket payments, which
accounted for over 83.7 and 90.2 percent in 2007 respectively. Meanwhile, Thailand and Indonesia have lower
households’ out-of-pocket payments on health expenditure, accounting for about 71.6 and 66.2 percent
respectively (Note 13). The share of healthcare expenditure financed by the private out-of-pocket payment is
relatively higher in Vietnam and the Philippines (which accounted for 60 and 50 percent of the total health
expenditure respectively) than Thailand and Indonesia (which accounted for only 28 and 32 percent of the total
health expenditure respectively) (see figure 4 in appendix). Although Indonesia has the lowest percentage of
private out-of-pocket expenditure among the selected countries, the HCE variable was still not statistically
significant in Indonesia, but was statistically significant at 5 percent level in Thailand. This results indicate that
in Thailand due to the relatively high per capita GDP, households could afford to spend more on health, using
their private out-of-pocket payment without it affecting their livelihood, while in Indonesia, households could
not afford to spend too much on healthcare using their private out-of-pocket payment due to the relatively low
per capita GDP (see figure 1 appendix).

The Philippines and Vietnam are heavily dependent on out-of-pocket payments in financing the healthcare sector.
The households’ payments on services in these two countries could cause a large poverty impact (Note 14).
Studies showed that healthcare services could cause a regressive cost burden on households, especially in
developing countries (Thuan et al, 2006). These costs could push poor people out from using healthcare services
when they get sick; thereby deepening and exacerbating their health situation (Russel, 2004). The weak health
situation of those households deters them from being productive and could cause them to lose their jobs, thereby
pushing them into chronic poverty. Losses of income occur if the household experiences unexpected illness,
especially if the ill person is a productive one (Thuan et al., 2006; Mondal et al., 2010; Van Doorslaer et al.,
2006). These losses become catastrophic if the access to health services requires high out-of-pocket payments
and the households have limited capacities to pay. Studies have shown that the quality of healthcare services, the
frequency of illness of the households’ members as well as the presence of a chronic illness on the breadwinner
and hospitalizations are key factors which lead to catastrophic expenditure (Mondal et al., 2010)

Thailand has succeeded in financing the healthcare sector depending on her own public resources (Note 15). The
government adjusted the share of out-of-pocket payments to its lower levels (Figure 4 in appendix), leading to
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the reduction in the burden of health care payments on household livelihoods. The highest percentage of private
out-of-pocket payments in the Philippines and Vietnam and the high share of healthcare expenditure financed by
the private out-of-pocket payments (see figure 4) are some of the main factors responsible for the failure of
achieving significant performance in the healthcare sector in these two countries (Note 16). Therefore, providing
access to healthcare services for people in countries with relatively low per capita GDP and high level of poverty
only achieves sufficient performance when those poor people benefits from the facilities which make access to
these services easy and accurate (Note 17).

The Vietnamese government was aware and recognized that in order to push the healthcare sector for better
performance; it was necessary to provide poor people with access to the various healthcare services. To achieve
this target, the government piloted the social health insurance (SHI) in 1989 (Note 18). From Table 1, the results
show that an increase of one percent in social security expenditure (SSE) in Vietnam led to a decrease in the rate
of poverty by 5.49 percent. A study by Evans et al (2006) showed that transfers effectively contributed to
poverty eradication, as the poverty headcounts would have increased by 4.6 percentages if no social security
transfers were received by the citizens. In both the Philippines and Indonesia however, the poor seem not to
benefit from the social security schemes and programs as such, the result from Table 1 is not statistically
significant for both countries.

Indonesia and Philippines failed to design an effective social health insurance scheme (Gertler & Solon, 2002;
Arifiano, 2004). Some of the failures noted in designing the social insurance programs in these two countries
were the high administrative cost, coverage burden and inefficient management. The social insurance in
Philippines failed to expand insurance coverage. Although poor people and particularly the poorest ones in
Philippines benefited from the social welfare program which provided for them direct assistance in the form of
cash, as well as other services including healthcare services, the coverage of social security and insurance
programs is one of the lowest in the Southeast Asia region. The reason for the failure in expanding the social
insurance coverage was due to the fact that the social insurance providers in both Indonesia and the Philippines
were private providers whose sole purpose was for profit, like every other private company. In order to
maximize their profits, private providers increased the price-cost margins to insured patients and by so doing, the
out-of-pocket expenses of both the insured and uninsured patients became the same. This discouraged the
uninsured patient to purchase insurance.

Low income Households’ expenditure on healthcare services in Indonesia and the Philippines is very high
compared to Thailand. In Indonesia, those who do not have access to public healthcare services spend more than
100 percent of their household income for one admission (Thabrany et al., 2003), whereas in Thailand, the
universal coverage scheme has alleviated the burden of healthcare expenditure for poor people, which accounted
for 7.56 percent of households’ income in 1994 and fell to only 2.53 percent in 2006 (Iwana, 2009). In addition,
the health insurance of unemployed people was introduced in Thailand after the financial crisis of 1997, which
made a significant impact in improving unemployed people’s livelihoods, thus contributing to poverty
alleviation. Increase in the price-cost margins to insured patients in Indonesia and the Philippines led to increase
in the burden on government. A study of the national objective for health in Philippines 2005-2010 explained
two reasons as to why the share of social insurance to total health expenditure was relatively slow and cautious.
The first reason was because PhilHealth was still in the process of improving its services; the benefits were very
low. This led to discriminate the workers of the informal sectors.

The social security and insurance systems in the Philippines and Indonesia have the highest operating expenses
of the total contribution in the region, which exceeded 15% in Philippines and 11.7 % in Indonesia. Meanwhile
in Thailand, Malaysia and Singapore, the operating expenses of the pension fund was only 3.9 %, 2 % and 0.5 %
respectively (Note 19) (Manasan, 2009; Asher, 2002). Therefore, improving the coverage areas, particularly to
areas where the vulnerable and poor people live and enhancing the administrative and managerial skills is
compulsory, in order to achieve robust and efficient social security and insurance health for the poor and the non
poor as well. In addition, the social security expenditure on health sector will not achieve the objective of
improving and enhancing the performance of the health sector and as such eradicate poverty, unless the
healthcare services do not disadvantage the poor who really need access to these services.

5. Conclusion

This paper has identified the reasons why some of the four selected Southeast Asian countries succeeded in
achieving the pro-poor growth through the healthcare schemes while others failed to do so. The analysis
indicated that in Indonesia, Philippines and Vietnam, poor people do not benefit from the healthcare services
provided by the government. In Vietnam in particular, the situation is even worse as the results showed that an
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increase in government expenditure on health led to increased poverty incidences. This is because the rich people
benefited more from the public health services, whereas the poor ones are disadvantaged. An increase in
government expenditure on healthcare services thus led to trade-off in spending in other logistic sectors such as
the agricultural sector. Therefore, poor people, particularly, those landless in rural areas have limited access to
employment opportunities impoverishing their livelihoods and making them poorer.

Government share is likely to play an important role in improving health sector services. The analysis indicated
that countries where the healthcare sector is dominated by the government in terms of provision and financing
(such as Thailand), were found to perform better than those countries where the health sector was dominated by
private sector (i.e. Indonesia and Philippines). The analysis designated some of the key factors which obstinate
the health care sector in Indonesia and Philippines. First, the high population in both countries affects the
efficiency of healthcare sector, as a large proportion of the population live in remote areas where many
indigenous people live. The high population causes higher number of people to face health problems. Secondly,
a shift to decentralization system in the healthcare sector produced a big burden due to the lack of coordination
and suitability in government structures and bodies, inadequate skills of district level staff and insufficient
planning devoted to the process. Thirdly, the high share of healthcare expenditure financed by the private
out-of-pocket payment in Vietnam and Philippines exacerbated poor livelihoods, particularly those who lack
access to public healthcare services.

Social security and insurance are some of the important factors in achieving pro-poor growth in the healthcare
sector. To achieve this target, the Vietnamese government piloted the social health insurance (SHI) in 1989. This
program significantly contributed to the improvement of poor peoples' livelihoods, as it became the main
provider of health services for the vulnerable and poor people. This action made a significant impact on
eradicating poverty in Vietnam. However, Indonesia and the Philippines failed to design a social health
insurance scheme. The social security system in Indonesia and the Philippines were found to be unsustainable
and to disadvantage the poor who really need access to such programs. The analysis classified some of the
reasons which caused the failures of designing social insurance programs in these two countries. The high
administrative costs, coverage burden and inefficient management were found to be among the main factors
which bound the social security schemes in Indonesia and the Philippines. Therefore, improving the coverage
areas, particularly where the vulnerable and poor people live and enhancing the administrative and managerial
skills is considered compulsory, in order to achieve robust and efficient social security and insurance health for
both the poor and the non poor.
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Notes

Note 1. National Economic and Social Development Board Thailand (2002, P.11); Basri (2010, P.5) Indonesia;

ADB (2005, P.16); Economic Planning Unit Malaysia. War (2005, p.15); Thang et al (2006, P.9); CIA database;
UN database and Earthtrends database.

Note 2. “Fixed effects model is chosen because we want to control for omitted variables that differ between
cases but are constant over time. It allows us to use the changes in the variables over time to estimate the effects
of the independent variables on dependent variable” (Roselee & Fung, 2009, p.109).

Note 3. The null hypothesis states that the two estimation methods are both OK and therefore, that they should
yield coefficients which are similar. The alternative hypothesis states that the fixed effects estimation is OK and
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the random effects estimation is not. In this case, then differences should be expected between the two sets of
coefficients.

Note 4. Such as covering health care expenditures

Note 5. Thailand has the largest public hospitals care system in Southeast Asia. The public sector comprises
about 80% of all hospital beds (Ramesh & Xun, 2008).

Note 6. It was estimated that Philippines has the most privatized healthcare system in Southeast Asia region
(Ramesh & Xun, 2008). More than 53 % of all the hospital beds and doctors are in the private sector (department
of health, Philippines, 2007). It was also estimated that in Indonesia, over 67 % of the suppliers of inpatient care
are from the private sector (Chee et al., 2007).

Note 7. Indonesia accounted third worldwide highest number of cases of tuberculosis and more than 50 % of
healthcare disbursements in 2002 were allocated to HIV/AIDS, tuberculosis, malaria, child health and
immunization (Michuad 2010). Tuberculosis is one of the main illnesses that causes of morbidity and mortality
in the Philippines (UN, 2007).

Note 8. Lieberman (2002, p.3) summarized these obstacles as, “1) opposition by health care staff who fear their
loss of status; 2) benefits and authority as a result of being transferred to lower levels of government, 3)
breakdown in staff deployment and other personnel mechanisms, 4) withdrawal of support previously earmarked
for the poor, 6) lapses in reporting, accountability and quality control procedures, all potentially leading to
deterioration in service delivery and quality”.

Note 9. Meanwhile in Indonesia, the decentralization of the healthcare system faces many obstacles including the
lack of coordination and suitability in government structures and bodies, inadequate skills of district level staff
and insufficient planning devoted to the process (Friedman et al, 2006).

Note 10. Which was less than 0.5 of GDP between 1985 and 1999 (Heywood & Choi, 2010) and increased to up
to one percent in 2005 (Earthtrends database access 20 September 2010).

Note 11. Statistics show that in 2003, the richest people were benefited more than P5.2 billion from PhilHealth
reimbursement, and the poor people benefited only about P1.4 billion (Lagrada, 2010).

Note 12. About 7 % of the Thai populations are covered by Public Employee Benefit Schemes, 15 % by Social
Security Scheme and 76 % covered by Universal Coverage Scheme (Sakunphanit, 2007)

Note 13. “Out-of-pocket Expenditure on Health is the direct outlays of households, including gratuities and
in-kind payments made to health practitioners and to suppliers of pharmaceuticals, therapeutic appliances and
other goods and services. This includes household direct payments to public and private providers of health care
services, non-profit institutions, and non-reimbursable cost sharing, such as deductibles, copayments and fees
for services” (WHO, 2010 ).

Note 14. In the Philippines, only the rich people who often have access to healthcare services can afford to
purchase medicines. The middle income households may be negatively affected and impoverished to meet their
out-of-pocket payments, where the hardcore poor do not even have pockets (Balagtas, 2010).

Note 15. The larger share of financing healthcare sector is reliance on taxation (Ramesh & Xun, 2008).

Note 16. This observation is supported by Van Doorslaer et al (2005) and Van Doorslaer et al (2006), who
argued that in countries where there are no exemptions of the poor from charges, the out-of-pocket payments still
push many people to fall into the poverty trap. Long (2008) stated that the high medical costs and the high
out-of-pocket spending in Vietnam are some of the critical causes that many eligible participants cannot access
health care services. Backman et al (2006) found that even when households have access to health services; the
high cost and fees associated with consultation and treatment disallow poor households to visit doctors, as it
affects their income.

Note 17. Such as in Thailand which issued the health entitlement card

Note 18. This program enhances peoples’ livelihoods, especially the vulnerable and poorer households. More
than 30.5 million were covered by this program in 2006 in which about 11.2 million (or about 37 percent) were
poor people (long 2008).

Note 19. Data for Philippines, Malaysia and Singapore for the year of 2007, data for Indonesia for the year 1996
and data for Thailand for the year 2000
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Appendix
Table A. Correlated Random Effects - Hausman Test
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 42.323795 6 0.0000
Table B. Spending on public health, from poor to rich in Vietnam
Quintile Government hospital Commune facilities All
Percent Public Percent Percent Public Percent of | Percent
of annual | spending | of public | of annual | spending public of public
visits per visit | spending visits per visit spending | spending
Poorest 10.9 9838 10.7 25.5 1118 24.4 13.5
Near poorest 15.2 7440 15.3 24.2 943 24.2 17.3
Middle 19.9 6982 20.2 20.5 922 20.6 30.3
Near richest 24.8 6963 224 19.3 937 19.6 21.9
Richest 29.1 7038 31.4 10.5 1003 11.2 26.9
Total 100 7375 100 100 XXX 100 100

Note: Figures include both inpatient and outpatient visits
Source: Adams (2005, p.9)

Table 1. The Impact of Social Protection Strategies on Poverty Rate for each Country

SPHE HCE SSE GDP
INDONESIA 10.271626 -0.196407 -0.06942 -0.006777**
(1.155) (0.244) (0.450) (0.004)
PHILIPPINES -1.763337 0.479445 -0.449955 0.003774
(2.404) (0.483) (0.554) (0.013)
THAILAND -0.998596%** -1.534069%* -1.682651%* -0.011429%+
(0.260) (0.515) (0.540) (0.003)
VIETNAM 3.048458%% 0.293774 -5.497735%x -0.075081%*
(0.544) (0.473) (0.965) (0.012)

(**) denote significance at 5% level. Numbers between brackets denote the “standard error”

GDP per Capita for Indonesia, Thailand, Philippines

and Victnam
3500
3000
w
= 2500
z 2000
= _ —
=
£ 1500
=
= 1000
o
500
0
[ I = T T v Ry [ e T B Ry B | [ = T = = B T e e e, B B | u D
O 00O 0D 0 00O O Oy O O YOO O OO DO O QOO
[=aTN = S E e I =a T = =y T < p TS ST S TR = T = L T =y T = o TS S =2 TR S e R e o T . B o N
L B I e e e T B e T B B B S o I o B o B o A ot B |
—o—TIndonesia —M=Philippines Thailand ==—Viet Nam

Figure 1. GDP Per Capita for the four Selected Southeast Asian Countries
Source: Earthtrends database (2010), accessed at: http://earthtrends.wri.org/searchable db/index.php?theme=5
andvariable ID =638andaction=select countries
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National Poverty Line (%)
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Figure 2. Poverty Line in Indonesia, Philippines, Thailand and Vietnam

Source: National Economic and Social Development Board Thailand (2002, P.11); Basri (2010, P.5) Indonesia;
ADB (2005, P.16); Warr (2005, p.15); Thang et al (2006, P.9); CIA database; UN database; Earthtrends

database.

Public Social Protection on Health Expenditure as percentage
of General Government Expenditure
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Figure 3. Social protection expenditure on health as a percentage of total government expenditure
Source: ILO data base accessed at: http://www.ilo.org/dyn/sesame/IFPSES.Social DBExp

The Percentage of Health Care Expenditure Financed By Private
Households Out of Pocket Payments
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Figure 4. The Percentage of Health Care Expenditure Financed by Private Households out-of-pocket Payments
Source: ILO data base accessed at: http://www.ilo.org/dyn/sesame/IFPSES.Social DBExp
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