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Both income and expenditure have been fising steadilf in recent
years, as both (i) the number of beneficiaries has iucre#sed due to
expanding government employmgnt and a growing pensioner pool, and (ii) the
avefage contribution per participant has burgeoned.as government salaries
have been pushed higher in the wake of fapid inflation. Actual expgnditufe
rose 26% in FY1980/81, 62% in FY1981/82, and 7% iﬁ FY1982/83.

ASKES ended FY1982/83 with a net surplus, as in most previous
years. This excess of income over expenditure is generéting a substantial
cumulative reserve fund carried over from year to year and a source of
additional income through bank deposit interest. At present, the year-end
balance is in the'range of Rp 16 billion, equivalent to over half of the
FY1982/83 actual expenditure.

While a sizeable reserve fund is dgsirablg for'contingency
pﬁrposes, careful 1§ng fange planﬁing is needed to aséufe that the reserve -
becomes neither too large nor too small in light of expected demographic
and economic.developments. Long range p:ojectiéns and'éctuarial planning
are currently either nonexistent at ASKES or play a very minor role in
policy setting. ASKES should step up its éctivities in this area, so as to
obtain a better sense of how large its reserve ought to be——and to be able
batter to justify the balance iﬁ maintains in reserve accounts.

Even if a thorough analysis found that the present reserve is
larger than needed; there would still be compelling reasons for not
alterring income or expenditure policies just now. Lowering income (by
reducing the 2% salary deduction) or increasing expenditure would have
implications not only for ASKES and its.beneficiariés, but for the entire
public health system. In addition, any such changes ought to be consistent

with plans for a broader national insurance scheme, the details of which
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have yet to be decided. The reserve level should be examined as part of

these larger issues and not acted upon prematurely.

How ASKES Is Subsidized Indirectly

Although ASKES does not receive any public funds directly, 1t is
thought to be subsidized by the government indirectly. The subsidy ari§es
because the costs incurred by public facilities in providing services to
ASKES patients are believed not to be completely met by ASKES”
contributions to these facilities, even- including the distributions of
drugs and honoraria.

| Estimating the magnitude of the subsidy is difficult. Volpatti
derived an estimate of Rp 10 billion for FY1980/81l. Her results are based
on several critical assumptions. Eirst, she assumes that the total amoﬁnt
of public spending omn "health care" (i.e., what is being calied here
patient care) in FY1980/81 was Rp 80.7 billion. That is a low figure 1ﬁ
relation to the evidence cited earlier, which implies that FY1982/83 public
expenditure on patient care was RP 431 billion.ng Second, she assumes
that 407 of patient care costs are for ASKES patients because one survey
found that 407 of the patients seen at public facilities were ASKES

members. Other evidence suggests that the actual proportion of ASKES

39/ One reason for the difference is that Volpatti only counts the routine
and SDO budgets, whereas the present estimates include all public
funding for the "main" system.

S
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.
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patlents may be below 40%--possibly somewhere betwéen 10% and AOZ.fE/
Third, in Volpatti“s calculatioms, -the subsidy is equal to (1) the total
public expenditure on ASKES patients less (ii) contributions by ASKES.
While this formulation is correct, an alternative conceptualization also.is
possible, in which account is taken of the fact that if ASKES patients were.
not in ASKES they would still receive a sﬁbsidy--the same as all non-ASKES
patients implicitly do néw. According to this view, Volpatti®s result is
the gross subsidy to ASKES patients; the net subsidy is her estimate less
the_implicit subsidy that public faéilities provide to all patients
(because those facflities are 85.4% funded from general government revenue,
according to Table 9). |

The mission”s own estimates of both the gross and net.subsidy are
displayed in Table 19. Three alternative sets of estimates are shown,
diffefing with respect to the proportion of patients assumed to be in _
ASKES. If Volpatti®s 40% is used, the gross subsidy is estimated at Rp 150
billion for FY1982/83, while the net amount is Rp 121 billioﬁ. On the
other hand, if 10% is used, the gross is Rp 21 Billién.and the net (at-8)
implieé that ASKES contributes more to public facilities than ASKES
patlents receive back in services. The actual figures probably lie between
thése twe extremés, but closer, in the mission’s opinion, to the lower end

of the range than the higher.

40/ For outpatients, for example, ASKES patients accounted for 1.2 million

T visits per month in FY1982/83, according to ASKES records. The
population at large probably had 12 million visits per month, based on
the 1980 household survey results. If these estimates are correct,
only 10%Z of all outpatients are ASKES. In order for the 40% figure to
be right, non-ASKES patients would have to be making fewer than 2
visits per 100 individuals per month, an unbellevably low rate
implying under 3 million visits per month for the entire population.
In the facilities visited by the mission, 10Z to 33% of outpatients
were ASKES.
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Table 19. ALTERNATIVE ESTIMATES OF THE SUBSIDY TO ASKES, FY1982/83

Estimates (Ep billions)

T jiy T
Public expenditure on : 431 431 431
patient care/l
Portion for ASKES patients
b4 402/2 252 10%
Rp billions 172 108 _ 43
Contributions by ASKES/3
(Rp billions) 22 22 22
Gross subsidy.to ASKES
patients (Rp billions) 150 88 21
Less: Subsidy that ASKES 29 29 29
patients would have
received if they were
none ASKES/*
Net subsidy 121 57 -8/3

1 Assumed to be 71.5%Z of the total public expenditure on the "main”

system.
Volpatti”s figure.

Total ASKES expenditure (Rp 28.9 billion) less portion not allocated to
public providers, estimated here at 25X (see text following).

Average subsidy to non—ASKES patlents is Rp 2,421 per patient, based on
estimates presented earlier. Rp 2,421 times 12 million yields Rp 29
billion. Note that this calculation assumes that if ASKES households
were not in ASKES, they would have the same utilization rate as the
current non—-ASKES population.

Implies that ASKES provides Rp 8 billion more to public facilities
than ASKES patients receive in services, on a net basis.

T
b
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Another View of the Subsidy. Although the actual cost incurred by

public facilities in providing services to ASKES patients is not known
directly, it can be roughly estimated at Rp 26 billion for FY1982/83.f1/
Assum;ng as before that ASKES contributions to public facilities amounted
in that year to Rp 22 billion, the gross subsidy fo ASKES was Rp 4 billion,
or the gross to net terms. With respect to cost, the Rp 26 billion gross
amount can be thought of as consisting of two componments:
® costs associated with services that ASkES participants and their
families would have received even if they had not been in ASKES,
and
® costs assoclated with additional services they seek and
receive. (Since individuais covered by ASKES make up 8% of the
population but 10% to 40% of the patients treated at public
facilitieé, it is gene:glly accepted that ASKES hoﬁseﬁolds have
higher ﬁtilization rates than the rest of the population,
presumably refleétiné in part, at least, the fact that they are
exempt from most fees for services.)
Only the second component is an added cost; the first would haﬁe to be
borne by public facilities even 1f ASKES did not exist. Thus, the net cost
of ASKES patients is the second component. Two alrernative estimates of
this net cost, based on different assunptions about the exﬁent to |

additional services received, are given in Table 20.

41/ This estimate 1is based on assuming that (1) the cost to public -

" facilities for an outpatient visit is Rp 700 (obviously exceeding the
standard Rp 150 fee charged; the Rp 700 is an approximation, derived
from data collected by the mission); (ii) the cost for all other
services is equal to the average reimbursement for that service paid
by ASKES; and (iii) the number of ASKES patients treated, the average
length of inpatient stays, and other utilization indicators are as
reported in ASKES records for FY1982/83. No adjustment has been made
for issues concerning shadow pricing, economies of sale, or joint cost
allocation.
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Table 20. A SECOND PERSPECTIVE ON THE NET SUBSIDY TO ASKES, ot
FOR FY1982/83 o
Alternative Estimates ,é
(Rp billions) S
A B i
Cost to public facilities f
of treating ASKES patients[i |
(a) outpatients 12 12 o
(b) inpatients 14 14 L
(c¢) total 26 26 L
§
Proportion attributable to SR
higher utilization of facilities _ : ;;
by ASKES patients[i 502 752 o
Net added cost to 13 20
public facilities
Contributions by ASKES |
to public facilities ' _ : S
{(a) total _ ' 22 22 : @E
(b) 1less revenue that 6 4 ' e
public facilities R
would have received Pl
if ASKES patients had B
not had ASKES(Z e

{c) mnet ASKES countribution 16 18
Net subsidy -3 2 : ‘g i%
i

/1 Estimated using assumptions described in text.

/2 50% assumes (1) a utilization rate of 16 ocutpatient visits per month
per 100 individuals, compared an estimated to 8 per 100 for the
non—ASKES population; (ii) corresponding differentials in other (e.g.,
inpatient) services; and (iii) costs are allocated in proportion to
utilization. The 75% assumes a utilizatfon rate for outpatient care of
24 visits per 100, plus similar differentials in other services.

/3 Calculated by (1) multiplying actual utilization figures for FY1982/83 i

(from ASKES records) by prevailing fee levels, and (ii) adjusting the Db
result by the extent to which utilization would be reduced without o
ASKES (using the 50Z and 75% figures above).




- 67 =

With respect to the contributions side, the.EEE contritbution by
ASKES to public facilities is equal to

e the total contribution (Rp 22 billion)

¢ less revenue that public facilities would have received if ASKES

households had not had ASKES (i.e., if (1) they had had to pay
fees for services and (11) their utilization rates had been
lower). | _

This result may be approximately Rp 16 to 18 ﬁillion (Table 20).

When the net contribution is compared with the net cost, the
estimates imply that there is little net subsidy either way between ASKES
and public faéilities.'

Overall, these findings (considering both Tables 19 and 20 and the
two approaches underlying them) suggest that ASKES is not as heavily
subsidized by the govermment~’s health services as was previocusly thought.
Nevertheless, a more explicit policy directed at assuring that ASKES does
not draw resources away from non—-ASKES groups is needed. ASKES households
are more affluent on 5verage than their non—ASKES counterparts; it is not
unreasonable to expect that an insurance scheme covering them should be
able to fund the full cost of benefits received. Future planning should
explore alternatives to the present.arrangements, including options under
which reimbursements would be raised grédually and drug distribution_and/or
honoraria would become relatively smaller.

Allocation of Resources. The distribution of ASKES expenditure by

. purpose, as reported in the system”s accounts on realized outlays, is
summarized in Table 21 for FY1982/83, Reimbursements to providers for
services rendered to ASKES-covered households amounted to 45.6% of total

expenditure. Most of these funds went to curative activities, the main
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Table 21. DISTRIBUTION OF ASKES EXPENDITURE BY PURPOSE, FY1982/83"
Purpose 4

Reimbursements to providers C
for services rendered to L
covered households 45.6 oh
L
outpatient 14.2 5 jg
general 10.0 j;
gpeclalists 4.2 |
I
inpatient 24.6 E%
general 22.4 ‘; Eé
maternity 2.2 b
other personal ' 6.8 l: ;
dental 0.4 H
eyeglasses 4.9 L
check ups 1.4
miscellaneous 0.1
Drugs | 25.5 :
i i
Honoraria 2.4 : :
"Incentives for service” 13.8 I:
Other 12.7
Total 100.0
i
:
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exception being check ups (routine_physical examinations);ffj Another
25.5% was allocate& to the drug distribution component. Honoraria,
supplementing the salaries of senior staff at public facilities, absorbed
only 2.4%. The "incentives for service" category fepresents payments to
private providers—-—not as reimbursements of services rendered (which have
already'been covered in the first category) but rather as additional
compensation; intended to encourage providers to offer services they might
not otherwise (e.g., longer hours). The origins and effects of these
payments merit closer examination than the missioﬁ wags able to spare in the
time available. At 13.8% of total expenditure, this category is not
insignificént. In essence, it consists of targetted subsidiaries by ASKES
of private providers, presumably directed to areas whére the supply of
services otherwise would be much more liﬁited. Such subsidies could have
either beneficial or undesirable impacts on the heal;h éector as a whoie,
from a nationai perspectivé@ Further_analysis of them shouid be
undertaken, including an assessment of the degree to which (1) compensate
providers for insufficient reimbursemént rates or simply add more
resources, (1i) actually expand the supply of services, possibly
benefitting non—ASKES patients as well as ASKES patients, (iii) affect
equity in Health care delivery, and (iv) constitute a better or worse use

of funds than increased subsidies to public facilities.

- 42/ The cost-effectiveness of check-ups, particularly for individuals

"~ between ages 6 and 45 (other than pregnant women), has been seriously
questioned recently in the medfcal literature in industrialized
countries. While further investigation would be needed before a
conclusion on that issue could be reached for ASKES spending, some
data does exist on the subject. ASKES records show that the
proportion of patients who were found during a check up to have a
‘problem requiring attention was 18% in FY1981/82.
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Overall, private providers received between 15% and 20% of totai
ASKES outlays in FY1982/83, counting bo;h reimbursements and "incentives
for service.” Public facilities received 70Z to 75%, while the remaining
10%Z was used for administration and support services.

In addition to being alﬁost entirely oriented to curative servicés,
the allocation of ASKES expenditure is heavily weighted toward inpatient
care relative to outpatient. Approximately half of thé combined outlays
fﬁr such services (excluding maternity) in FY1982/83 was for inpatient -
care, counting honoraria and "iﬁcentives for service,” but not the drug.
allotments. The corresponding figure for the health sector as a whole was
20%Z (from Table 4)., At the same time, hospital-based services dominate
relative to those at health centers and clinics. Nearly 607 of the
combined (inpatient plus outpatient) sum went to hospitals; thils compares
with slightly over.AOZ in the entire health sector.

ASKES spending is more strongly hospital-based, curative (and
probably also urban) than the whole sector--which itself, as was noted
above, may be overly biased in that direction. While that 1is not
surprising or necessarily Iinappropriate given ASKES purposes and
membership, some consideration of possible ways of shifting the emphasis
toward less costly forms of care should be included in future ASKES
planning efforts. For example, there may be opportunities to achieve
savings through.improving outpatient services as a means of reducing the
need for inpatient care. These savings could then be used either to expand
other benefits to ASKES households or (eventually) to reduce member

contributions.

Reimbursement Rates. Providers of services to ASKES patients aree,

in principle, reimbursed for their actual expenses as claimed, subject to




-71 -

certain periodically updated upper limits and a review process that can
approve higher amounts. In practice; thé limits and review process do not
appear to have had much restraining effect on average relmbursement rates,
which in recent years have been rising rapidly. Betweeﬁ FY1981/82 and
FY1982/83 aloné; average rates for certain services increased 202 or more
{Table 22). |
General outpatient visits are én exception. In most areas,

reimbursement for each initial visit is limited to ﬁp 150, the standard fee
chérged paying pétiénts. The effect of this restriction in holding dowﬁ
average reimbursement rates contrasts sharply with the consequences of the
lack of a conatraint iﬁ other services.f}/ However, the mission was told

"~ that és a resﬁlt of the low rate for general outpatient care, more patients
are being diverted to the specialist categoryb-whére the average rate

; . neafly doubled betwéen F¥1981/82.and_FY1984/83. To a degree, then, savings
aéhieved by keéping fates'down for general care may have been offset.ﬁy

"higher utilization, at substantially higher cost, in specialist services.

Overall, the current policies on reimbursement rates lack effective

means for preventing excessive increases on the one hand while also
avoiding undercompensation on the other. Cost cdntainmgnt already looms as
a serious problem for the year ahead. Except in the case of general
outpatient visits, it would not be too much of an exaggeration to say that

reimbursement rates are in essence based on whatever they were last year

43/ The mission could not find a satisfactory explanation for the apparent
: " decline in Table 22 in the rate for general outpatient visits, or for
E C the absence of an increase in the rate for inpatient services at

' specialist hogpitals. Both may be simply artifacts of the data
(statistical variability, reporting problems, or the fact that final
full-year results are not vet available).




Table 22. AVERAGE REIMBURSEMENT PAID BY ASKES TO HEALTH PROVIDERS,
BY TYPE OF SERVICE (Rp)
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Change (%)

FY1981/82 FY1982/83
Outpatient visit
general/&_ 174 162 -6.9
specialists 6l4 1211 97.2
diagnostic 1,551 2,075 33.8
Inpatient stay
small hospitals/2 8,999 11,613 29.0
specialist hospitals 56,220 55,695 -0.1
Maternity (delivery)
at a health facility 8,167 9,072 11.1
midwife/traditional 4,755 5,750 20.9
practitioner

Source: ASKES records.

/1 Covers 3 days of treatment.

/2 "C" and "D" class hospitals.
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plus as large an'increase-ag providers dare request. At the same time,
unwarrantedly low rates for general outpatient visits encoﬁrage waste
through unnecessary use of specialists. Unless new procedures are adopted,
these tendencies could easily lead to the same pattern of rapidly
escalating costs and allegéd abuses that has plagued similar schemes in
some indusﬁrialized countries for more than a decade. ASKES should explore
alternatives for addressing these issues and take action soon to implement

improved procedures.




ANNEX

Table A~1. DISTRIBUTION OF TOTAL INPRES FOR. HEALTH
DEVELOPMENT (PROGRAM. AREAS)
1974/75 - 1982/83
(Rp billion)

Health . Water Supply/
Centers Drugs Sanitation Total
1974775 3.09 (58.5) - - 2.19 (41.5) 5.28 (100)

1975/76 4,50  (29.6) 6.67 (43.9) 4.40 (26.5) 15.21 (100)
1976/77 7.14  (34.2) 8.86 (42.4) 4.90  (23.4) 20.90 (100) .
1977/78 9.22 (35.1) 8.96 (34.1) 8.11 (30.8) 26.29 (100)

1978/79 8.86 (32.9) 9.88 (36.7) 8.17 (30.4) 26.91 (100)

1979/80  8.35  (27.8) 12.77  (42.6) 8.88 (29.6) 30.00  (100)
1980/81 12.77  (25.5) 21.59 (43.2) 15.65 (31.3) 50.01  (100)
:g | | 1981/82  26.23  (33.2) 29.65  (37.5) 23.12  (29.3)  79.00 (100)
éi | é 1982/83  36.05  (36.6) 37.99 (38.6) 24.41 (24.8) 98.45  (100)

1983/84 20.6 . - 39.2 - 20.48 - 80.28 -

Source: 1979/80 - 1981/82 (Actual) = PPABPN
1982/83 (Budget) - MOH
1983/84 (Budget) — MOH




ANNEX

Table A-2. PUBLIC EXPENDITURE ON HEALTH, BY BUDGET
AND INPUT CATEGORY, FY1982/83
{Rp billions)

Provinciai/f
Routine[& Development[i INPRES[E & District

Personnel compensation 36.91 10.50 - 20.45 ;
Drugs 12.56 19.52. 37.99 10.00 . |
Equipment and supplies 17.88 15.26 20.12 5.81 o]
Construction (including - 49.25 40.39  2.00

land acquisition)

Maintenance 8.01 - - 1.64 ;
Travel 1.08 12.86 - 0.5
Other 2.08 12.11 - 0.5 ;
Total 78.52  119.50 /2 98.5 0.9

s?

Sources: MOH records for Routine, Development, and INPRES data. Mission
estimates, drawing on evidence in Wheeler, for Provincial and
District figures.

/1 Drugs figures were estimated separately and then subtracted from
combined drugs/equipment/supplies category to obtain results shown.

/2 Data from early budget plan (totalling Rp 115.2 billion) were adjusted ‘: L%
upward proportionally to arrive at Rp 119.5 billion, which was final
total.

/3 Estimates assume 60% of non-drug expenditure was for construction. See
FY1980/81 data in Wheeler.

/4 Rough estimates only, based on data from sampled districts analyzed in 3? F
Wheeler. L
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