Social Protection Expenditure and
Performance Review
In the Philippines

ILO Subregional Office for South-East Asia and the Pacific
Manila, Philippines
November 2007

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 1



Contents

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 2



Executive Summary

This Social Protection Expenditure and PerformdReeiew (SPER) report on the Philippines is
an attempt to take stock of all social protectioeiventions employed in the country and assess
their performance in terms of costs and coverage.

Thus, this report analyzes the social protectiopeediture and performance of the following
institutions:

Contributory schemes

Armed Forces of the Philippines—Retirement & SefpaneBenefits System (AFP-RSBS)
Employees’ Compensation Commission (ECC)

Government Service Insurance System (GSIS)

Home Development Mutual Fund (HDMF)

Overseas Workers Welfare Administration (OWWA)

Philippine Health Insurance Corporation (PhilHeplth

Social Security System (SSS)

NouokrwhE

Non-contributory schemes
8. Department of Social Welfare and Development (DSWD)
9. Philippine Amusement and Gaming Corporation (PAGEOR
10. Philippine Charity Sweepstakes Office (PCSO)
11.Philippine Veterans Affairs Office (PVAO)

In addition to the above-mentioned schemes, theeablocal government units, micro-insurance
schemes, and non-government organizations aressisdu

The fact that there are at least 11 governmenitutisns that have social protection mandates
demonstrate the fragmented and uncoordinated natusocial protection provision in the
Philippines. Attempts for an integrated approazcipaverty alleviation have not yielded much
success yet as the National Anti-Poverty CommisgiNAPC) continues to struggle in
coordinating social protection programs for thedyee

While poverty incidence in the Philippines exhilditae reduction in recent estimates, this
reduction is eroded by population growth. Thus,ilevtpoverty incidence decreased, the
magnitude of poor people continued to increaseifszggntly. This shows the failure of social
protection schemes in the Philippines.

However, there are reasons for optimism. The edéthamount of social protection expenditure
in the Philippines far exceeds the estimated amoeaatied to bring all who are poor up to the
poverty line. The estimated amount of social ptd@ expenditure is simply the sum of social
benefits paid by all social protection institutioms the Philippines. The estimated amount
needed to bring the poor up to the poverty linellevas taken from the product of the poverty
threshold level and the income gap ratio and thebar of poor people.
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The problem of social protection provision in thalippines, therefore, is not about the lack of
resources. It is about the inability to re-disitd or share available resources.

Moreover, the existence of several institutions séhsocial protection mandates encompass
Filipinos in the whole Philippine archipelago (aenkn abroad) shows that administration costs
are being multiplied several times over. It is diticult to imagine, for example, that regional
offices of SSS, GSIS, DSWD, and PhilHealth mayalket up close to each other thereby losing
opportunities for economies of scale.

Contributory schemes in the Philippines lack awessnand appreciation from the public in
general. While the figures are on the rise, thealmer of people who register into the SSS and
PhilHealth are still too few. The current SSS cbotion rate of 10.4%, low by international
standards, is not taken advantage of particulayy ifformal sector workers. Current
administrative rules and procedures also hindeslienent as the poor are also generally the ones
who are unable to provide required official docutaéon. Comprehensive actuarial valuation
studies are also limited for contributory schemes.

Non-contributory schemes, on the other hand, &egilipped to provide effective and efficient
social protection to needy groups. Targeting mesnas to benefit the very poor are not yet in
place. Groups that do not have sufficient repriegem or that do not lobby for benefits suffer
more.

Social insurance institutions must step up theirblipu information drive, educating
disadvantaged groups and areas as to the beniefits/img social contributions for the promise
of a secured future. Scarce resources of socgmstanace institutions should be exclusively
dedicated to social protection objectives. Atshee time, government must recognize the role
of other players of social protection — local goweent units, micro-insurance schemes, and
non-government organizations — as they have artagtfgeciation of the local poverty situation.
The role of these other players is not simply toggate funds but also for service delivery.

Comprehensive actuarial and financial studies rhagterformed for a true assessment of social
protection funding in the Philippines. Aside frahe SSS, no other contributory scheme makes
public the results of actuarial valuation studiea,study exists at all.

With regional poverty statistics now becoming aafalié, social protection interventions can now
be better targeted. Government can then identiugs who shall need funding the most.
However, it is first necessary to have a more c@m@nsive evaluation of each social protection
scheme in the Philippines — how they are finantleel amount of benefits given, the qualifying
conditions for benefits, the administrative set-efg,

NAPC should take on a more active role in coordimgaisocial protection programs in the
Philippines. It is in the ideal position also ®quire various agencies to undertake necessary
studies and reforms for a better social protectimmgram. NAPC may also take a lead role in
assessing the success or failure of social protedtistitutions, recommending possibly the
merging or dissolution of some agencies for a nadfective and efficient social protection
program in the Philippines.
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Introduction

Recently, the International Labour Organization @)Lhas initiated the conduct of social
protection research on selected countries, inctudime Philippines. The Social Protection
Expenditure and Performance Review (SPER) takeskstd the performance of social
protection schemes in a country in terms of costsa@verage. Social protection is defined as a
set of measures that a society employs to given@nbers some form of income security; these
measures necessarily have a profound impact omieahbstribution in the countty

The SPER has a two-fold objective. First and farsinit aims to provide information about the
structure and level of social protection expenéit@stablishing performance indicators to assess
effectiveness, efficiency, coverage, and benetiele Second, SPERs will be used for cross-
country comparisons of social protection programs.

ILO recognizes social security as a basic humaht ragnd a means to foster social cohesion,
human dignity and social justice. The Social SegufMinimum Standards) Convention
established nine classes of benefits including: icaédccare, sickness benefit, unemployment
benefit, old-age benefit, employment injury bendamily benefit, maternity benefit, invalidity
benefit and survivors’ benefit. At present, ndt @l these benefits are present in the social
security programs in the Philippines.

The Social Security System (SSS) and the GovernrBewcurity Insurance System (GSIS)
provides some of these social security benefitswtokers in the formal sector and all
government employees, respectively. The Philippidealth Insurance Corporation (or
PhilHealth) provides social health insurance fathkibe public and the private sector. It should
be noted, however, that workers covered by thesmlsprotection schemes are those who are
less vulnerable to social risksvhether idiosyncratic or covariate risks. Thus, detailed
information on the performance of social protecttmmemes as well as the extent of coverage
and exclusion from social protection is necessamrder to formulate relevant social protection
policy that is more attuned to the needs of theutadn particularly the more vulnerable groups
of society. Aside from the three main providerssotial protection as mentioned above, this
study shall also evaluate the social protectiomms of other schemes.

This SPER report is structured as follows: Chafitetescribes an overview of the country’s
economic development as well as demographic trgmalsljc spending on social services, the
patterns of income distribution and health statiusbe discussed and analyzed. Chapter 2 is a
review of the existing social protection schemesemms of benefits, financial operations, and

! Financing Social Protection — Quantitative MethadsSocial Protection Series, a joint publicatioh the

International Labour Office and the Internationatfl Security Association.

2 Based on the Government Finance Statistics Mafudle IMF, social risks are events or circumstantet may
adversely affect the welfare of households eithgrirbposing additional demands on their resourcedyor
reducing their income.

? |diosyncratic risks affect specific individuals lmouseholds (example: health risks) while a cowarisk affects a
an entire community or the whole country (exampbathquake, floods and economic crisis).
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administration. Chapter 3 provides an analysisvarall and scheme-specific social protection
expenditure. And finally, Chapter 4 assesses xteneof social protection coverage.
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Chapter 1. Demographic, economic and social con  text

1.1 Demographic trends
1.1.1 Population growth

In the first few years of the ZIkcentury, the Philippine population continues tovgmat a rapid,
but somehow reduced rate from that which had pikedan the preceding decades. It is
estimated that Philippine population was about 8&ilkon in 2005, up from about 76.5 million
in 2000. This figure represents an annual growatk of about 2.2%, down from 2.3% in the
1990s, from 2.4% in the 1980s, from 2.7% in theQK9aAnd from 3.1% in the 1960s.

Moreover, Philippine population is still relativeyputhful as of 2005 with more than one-third
of the population between ages 0-14. In 2005, NStimates indicate that males outnumber
females by more than half a million. Table 1.1 swarnmes the growth of the Philippine
population in terms of magnitude and sex-age siract

Table 1.1 Population by age and sex struct@@)2005

1960 1970 1980 1990 2000 2005

Population 27,087,68 36,684,48 48,098,46 60,559,11, 76,504,07 85,236,91]

Males 13,574,88] 18,250,35 24,128,75 30,443,18 38,524,26 42,874,76

Females 13,51804 18,434,13 23,969,70 30,115,92 37,979,81 42,362,14
Age

0-14 45,9% 45.3% 43.1% 39.6% 37.0% 34.89

15-59 49.3% 49.8% 52.0% 55.1% 57.0% 58.99

60 and above 4.8% 4.8% 4.9% 5.3% 6.0% 6.3%

Sources: National Statistics Office, Inter-Ageki¢grking Group for Population Projections,
and United Nations World Population Prospects

The high population pressure due to high fertilityay lead to the need for more effective
national population program to control fertilityrélugh a sustained population policy that can
bring about significant and more suitable outconleable 1.2 is a list of selected population
indicators from population projection data of thaitdd Nations (UN) confirming the high
growth rate of the Philippine population.

Table 1.2 Selected population indicators, 196052

Indicator 1960- 1965- | 1970- | 1975- | 1980- | 1985- | 1990- | 1995- | 2000-

1965 1970 1975 1980 1985 1990 1995 2000 2005
Population growth rate 3.09 2.93 2.79 2.70 2.42 2.37] 2.26 2.05 1.84
Crude birth rate (per 1,000) 43.5 41.5 39.3 37.8 35.5 33.8 31.§ 28.4 25.7
Crude death rate (per 1,000) 12.7] 11.5 10.4 9.2 8.2 7.2 6.3 5.5 5.1
Life expectancy at birth (both sexes) 54.8 56.4 58.1 60.1 62.1 64.2 66.5 68.6 70.2
Males 52.9 54.6 56.4 58.3 60.2 62.2 64.5 66.5 68.1
Females 56.7] 58.3 59.9 62.0 64.2 66.4 68.7] 70.7 72.4
Infant mortality per 1,000 births (both sexes) 96.2 87.9 79.7 70.3 61.2 52.2 42.9 34.4 28.1]
Males 105.5 96.4 87.0 77.3 68.3 58.7 48.5 39.5 32.7
Females 86.3 78.9 72.0 62.9 53.7 45.3 36.2 29.0 23.3
Total fertility rate (children per woman) 6.9 6.5 6.0) 5.5 5.0 4.6 4.1 3.6 3.2
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Source: United Nations World Population Prospects
The high population growth is considered as thetraagent problem in the Philippines. In the
long run, a continuous rapid population growth xpexted to have a wide range of socio-
economic implications such as weak per capita ircgmowth, increase in poverty incidence,
increase in income inequality, rapid urbanizatiand increase in international migration in
search of jobs.

As shown in Figure 1.1, the Philippine populatianusture has shown the typical young
population pyramid for the last four decades. 182@bout 35 percent of the population is under
15 years old, while people aged 60 years and awapdse only 6.3 percent of the population.

Figure 1.1 Population pyramids by five-year ggaup, 1960, 1970, 1980, 1990, 2000, & 2005
(in thousands)
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1.1.2 Fertility

As can be seen from UN data in Table 1.2, totdilitgrrate (TFR) in the Philippines has
declined from 6.9 children per woman in the eafg0s to 5.0 in the early 1980s, and 3.2 for the
period 2000-2005. Though the fertility level iretRhilippines has been declining gradually in
the past four decades, the absolute level of itgrtate still largely exceeds the replacementlleve
(i.e. 2.1 children per woman) and is among the ésgin Southeast Asian countfies

High fertility rates in the Philippines reflect holack of access and demand for family planning
services, low educational attainment, and poverfyie persistently high fertility rate, though
decreasing slightly in the past 10 years, is testdnto the unmet need for family planning
services. From 1995-2005, total fertility rate fioe Philippines averaged around 3.4 per woman.
The average TFR for the National Capital Regionggtfamily planning services and education
are more accessibly) for the same period is sicamfily lower, only 2.1 per woman.

Table 1.3: Projected total fertility rate, Philipps & NCR, 1995-2005

Year Total Fertility Rate
Philippines National Capital Region

1995 3.76 2.32
1996 3.68 2.27
1997 3.61 2.23
1998 3.53 2.18
1999 3.46 2.14
2000 3.38 2.09
2001 3.30 2.05
2002 3.23 2.00
2003 3.15 1.96
2004 3.08 1.91
2005 3.00 1.87

Source: 2006 Philippine Statistical Yearbook, NSCB
1.1.3 Mortality

Life expectancy is a widely used indicator of theemall effect of environmental and other risk
factors on health status of a population. Froml&dl2, current life expectancy at birth in the
Philippines is estimated at 68.1 years for men &hd years for women. This is a significant
increase compared to life expectancy (at birthjhe early 1960s, 52.9 for men and 56.7 for
women.

Table 1.2 also shows that crude death rate ismilyrat 5.1 per 1,000 persons. Throughout the
years, crude death rate showed significant impr@rgnespecially when compared to the rate in
the early 1960s when it was 12.7 per 1,000 persons.

* ASEAN in Figures 2003, ASEAN Secretariat, JakaBecember 2003
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Efforts by government to reduce infant and childrtady rates have begun to show success.
NSCB data (Table 1.4) show that the under five alibytrate was significantly reduced from 80
per 1,000 live births in 1990 to only 42 by 200Bhe infant mortality rate was reduced from 57
per 1,000 live births in 1990 to only 30 by 200Blortality indicators for infants and children
under five years old are affected by high fertilégd the socio-economic performance of the
family. Most child deaths are recorded among poéaeilies, often those with five to six
children who are most vulnerable to the high riskeommunicable diseases and malnutrition.
The interrelationship of poverty, high fertility dchild mortality is appreciable.

Table 1.4: Mortality rates, infant and under fit©90-1995, 1998, & 2003

Year Mortality Rates
Infant Mortality Under Five Mortality

1990 57 80
1991 55 77
1992 54 74
1993 52 72
1994 50 69
1995 49 67
1998 36 55
2003 30 42

Source: 2006 Philippine Statistical Yearbook, NSCB

The Philippines’ status of the HIV/AIDS epidemicshheen described as “low and slow”,
however, government health experts has recentlghagacterized the current situation as
“hidden and growing”. Alarming signs of a possil@eplosion of the HIV/AIDS situation to
epidemic proportions are widely present in the ¢tgunThese signs include the increasing
prevalence of sexually transmitted infections (STdyv rate of condom use; and the increasing
number of individuals (especially the youth) preicty high-risk behavior.

In the Philippines, the cumulative number of repdrHIV cases as of September 2005 stood at
2,354 cases. About 86% of these infections ama exual intercourse. By sex, the distribution
of reported cases is about 64% male and 36% femilest cases of HIV infection among
women happen at a younger age compared t3.men

It should be noted that one-third of HIV+ casesar®mng overseas Filipino workers (OFWs), of
which 35 percent were seafarers and 16 percent daenestic helpers. While reports indicate an
increasing number of HIV infection among OFWs othex years, the data on the proportion of
the infected OFWs over the number of cases mustelag¢ed with caution as this sector is the
most commonly tested due to the mandatory requineofethe receiving countries.

® Although this may be due to the way tests are cotedl as Social Hygiene Centers routinely test fersax
workers, who tend to be in their late teens orye20ks.
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1.1.4 Migration
1.1.4.1 Internal migration

Recent flows of internal migration are typically the direction of Metro Manila or its
surrounding areas, and dominated by women. Theeptxge of the population classified as
urban has increased from 36% in the mid-1970s % BPthe 1990s. With the growth in urban
areas, there had been indications that internakatign flows are simply characterized by
movement from urban-classified areas to other udbassified areas. A trend seems to exist
that migrant destinations are no longer limitechddional urban centers (e.g. Metro Manila) and
that smaller urban areas are becoming attractteenaltives for economic opportunities.

The phenomenon of rural-to-urban migration can bgeosed in the rapid growth of the urban
population of key cities in the Philippines, pantarly Metro Manila. Because of lack of
opportunities, migration from the provinces in amation of formal employment has resulted in
a rapid growth of slum and squatter areas, bringiitly it its attendant problems.

1.1.4.1.1 Overseas migration

As of end-2004, it is estimated that there are ntloa® 8 million Filipinos living abroad. The
Philippines is the largest labour sending countrthe Southeast Asia. As early as the 1930s, the
Philippines had been sending Filipino workers atlyqgaredominantly composed of unskilled
workers and manual laborers have gone to developadtries such as the US, Canada, and
Australia. By the 1970s, migration statistics shdveehigh trend of influx of skilled personnel
and technicians into the Middle-East countries,clvhppeaked in the 1980s. Currently, a wide
range of labor demands in about 200 countries ardle world has been responded to by about
eight million Filipinos, making the Philippines ase of the leading labor sending countries in
the world.

Migration is an important economic strategy forliois of Filipinos. In 2004, an all-time high
of about US$ 8.6 billion were remitted to the Ripines.

1.1.5 Population projection

Population projections provide the general framdéwor the development of the labour force
and the population to be covered by social secwsystems. Several institutions undertake
population projections for the Philippines. The iNa&al Statistics Office (NSO), in coordination
with the Inter-Agency Technical Working Group on pRt@ation Projection, prepared the
population projections for 2000-2040. The Unitedtibns and the World Bank also conduct
national population projections for the Philippindsor the purpose of this study, we refer to the
population projection by the NSO and make comparigdth the projection by the United
Nations.

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 11



Figure 1.3: Comparison of NSO and UN populatiangmtions, medium assumption 2005-2040
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As can be seen from Figure 1.3 above, there isowigg disparity between NSO and UN
population projections throughout 2005 to 2040r 05, UN projections are lower but closely
approximate the NSO projections with a differenégust above 2 million. The difference,
however, grows significantly, reaching almost 20ion by 2040.

Table 1.5 summarises the key assumptions for th@ pigpulation projection under the medium
assumption. The total fertility rate (TFR) for 20R810 is estimated to be 3.18 children per
woman. A declining trend in fertility is assumed tbe future. The TFR is assumed to decrease
until it attains its ultimate level of 2.07 childrgper woman by 2035-2040. Average annual
growth rate of the population for 2005-2010 is assd to be 1.94%, decreasing gradually
towards 0.92% by 2035-2040.

Table 1.5: NSO population projection, key assuonsj 2005-2040

Period Total fertility rate (TFR) Average annual geometric growth rate
2005-2010 3.18 1.94
2010-2015 2.96 1.81
2015-2020 2.76 1.63
2020-2025 2.57 1.44
2025-2030 2.39 1.26
2030-2035 2.23 1.09
2035-2040 2.07 0.92

Source: NSO in collaboration with Inter-Agency fical Working Group on Population
Projections

Figure 1.4 shows the population pyramids for thaiftiines using NSO population projections
for 2010-2040. Observe that in 2030, the poputapgramid begins to lose its "pyramidal”
appearance due to population aging. Thus, natjperadion schemes must be made aware of the
implications of such a demographic shift.
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Figure 1.4: Population pyramids by five-year agaugr; 2010, 2020, 2030, and 2040
(in thousands)
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1.2 Labor market trends

Table 1.6 describes the Philippine labor market ¢lex) from 1997-2005. Working age
population in the Philippines are those aged 15sye&d and over. Working age population
grew by an average of 2.2%, from 45.8 million i®Z190 54.4 million in 2005.
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Table 1.6: Labor market indicators, 1997-2005iousands)

1997 1998 1999 2000 2001 2002 2003 20p4 2(
Household population, 15 yrs old & over 45,77( 46,963 48,174 48,961 48,9271 50,344 51,484 53,14y 54,38]
Males 22,764 23,297 24,004 24,394 24,394 25,101 25,673 26,464 27,11]
Females 23,02 23,672 24,171 24,561 24,531 25,231 25,80§ 26,679 27,27]
Labor force 30,354 31,05¢ 32,08] 31,83( 32,804 33,93¢ 34,399 35,845 35,38]
Males 18,997 19,409 19,947 19893 20,099 20,60 21,124 22,179 21,794
Females 11,504 11,644 12,14¢ 11,931 12,714 13,339 13,279 13,664 13,584
Labor force participation rate 66.300 66.199 66.69%9 65.099 67.1% 67.4% 66.899 67.49 65.19
Employed 27,714 27,911 28,98( 28,287 29,159 30,0671 30,48( 31,60( 32,31}
Males 17,464 17,534 18,043 17,731 17,92( 18,309 18,78¢ 19,621 19,90
Females 10,244 10,374 10,931 10,551 11,234 11,754 11,694 11,979 12,401
Employment rate 91.3%89.99% 90.39%4 88.9% 88.9% 88.6% 88.694 88.294 91.39
Unemployed 2,640 3,144 3,104 3,544 3,654 3,874 3920 4,244 3,06
Males 153] 1,87¢ 1,899 2,154 2,174 2,299 2,335 2,554 1,88]
Females 1,1¢ 1,269 1,209 1,38¢ 1,474 1579 158§ 1,687 1,181
Unemployment rate 8.71%10.1% 9.794 11.1%9 11.19% 11.494 11.4% 11.8% 8.7%
Underemployed 6,134 6,089 6,461 5,954 5,004 5,03] 5,221 5,57] 6,78
Underemployment rate 22.1%21.8%4 22.3% 21.194 17.29% 16.7% 17.19%9 17.6% 21.09

Source of basic data: National Statistics OffiskS Q)

1.2.1 Labor force

As of 2005, the country's labor force stood at a4 million, of which 61.6% (or 21.8
million) are male and 38.4% (or 13.6 million) aenfale. Over the period 1997-2005, labor
force grew by an annual average of about 2.0%,aweftp slightly by average growth in working
age population (at 2.2%). Labor force growth by akso reveals that, over the period 1997-
2005, males grew by an annual average of only la8%gainst stronger growth for females at
2.3%.

1.2.2 Employment

When analyzing Philippine employment data, it ipartant to bear in mind that starting with the
April 2005 round of the Labor Force Surfethe new official definition of unemployment has
been implemented as per Resolution No. 15 (serfe004) of the National Statistical
Coordination Board (NSCB). In essence, the nevwndiein introduced "availability for work™
as an additional criterion in defining the unempgldy With the additional criterion,
unemployment incidence is lower (compared to tldedeffinition).

® The Labor Force Survey is conducted by the Natitatistics Office on a quarterly basis - Janudyyril, July,
and October.
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The number of employed persons in 2005 is abo® B@lion (but about 31.2 million under the
old definition of unemployment), of which 61.6% areale and 38.4% are female. Over the
period 1997-2005, employment grew by an annualeayenf about 2.0%. Employment growth
by sex shows that, over the period 1997-2005, ngiew by an annual average of just 1.7% as
against higher growth for females at 2.5%.

The number of unemployed persons in 2005 is abdumBlion (but about 4.2 million under the
old definition of unemployment), of which 61.5% ameale and 38.5% are female. Over the
period 1997-2005, unemployment grew by an annuatame of about 2.9%. Unemployment
growth by sex shows that, over the period 1997-20@&le unemployment grew by an annual
average of 3.6%, much higher than growth of fernalemployment of 1.8%.

The impact of the change in the definition of untyment is significant. By adding the
"availability for work"” criterion, unemployment lels significantly decreased (thereby
increasing employment levels). Figure 1.5 comparesnployment data under the new and old
definition.

Figure 1.5: Unemployment levels, new and old defin of unemployment, Apr, Jul, and Oct
2005 round of NSQO's Labor Force Survey (in thousand
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Figure 1.5 shows the impact of the change in thinitien of unemployment. Since the

implementation of the new definition effective dretApril 2005 round of NSO's Labor Force
Survey, unemployment levels have decreased signifi, averaging about 1.4 million less than
what the levels would have been using the old defm

Labor force, employment, and unemployment data frt®87-2005 all point to a growing
participation of females in the labor market.
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Box 1.1: Old and new definition of unemploymenthe Philippines

Definition of Unemployed in the Philippines

Old New
Include all persons 15 years old and over as of thst | Include all persons 15 years old and over as of thst
birthday and are reported as: birthday and are reported as:
1. without work or had no job / business during the without work, i.e., had no job or business durihg
basic survey reference period; AND basic survey reference period; AND

2. seeking work or had taken specific steps to loagk| 3. currently available for work, i.e., were availalaled
a job or establish business during the basic sufvey willing to take up work in paid employment or se|f-
reference period; OR not seeking work due to|the employment during the basic survey reference

following reasons: period, and/or would be available and willing tkes

a. believe no work available; up work in paid employment or self-employment
b. awaiting results of previous job application; within two weeks after the interview date; AND

c. temporary iliness / disability; 3. seeking work, i.e., had taken specific steps t& Ipo
d. bad weather; and for a job or establish business during the basic
e. waiting for rehire / job recall. survey reference period; OR not seeking work due

to the following reasons:
a. tired / believe no work available, i.e., the
discouraged workers who looked for work withjin
the last six months prior to the interview date;
awaiting results of previous job application;
temporary iliness / disability;

bad weather; and

waiting for rehire / job recall.

cooo

In 2005, there are about 6.8 million workers whe anderemployed (i.e. employed persons
expressing desire for additional hours of work ddigonal job). This is the highest level of

underemployment since 1997. Underemployment lelvale fluctuated over the period 1997-
2005, averaging about 19.7% of total number of eyea persons.

1.2.3 Migrant workers
1.2.3.1 Land-based

Deployment data covering the period 1997-2005 shbat starting 2001 (up to 2005),
deployment to Middle Eastern countries takes topt spowing a resurgence of labor demand
similar to the 1970s and 1980s. Deployment to As@untries takes second place. Deployment
to Asia and the Middle East takes up a huge shaial overseas deployment, ranging between
81.6% to 92.0%.
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Table 1.8: Number of deployed OFWs by continemdiaased), 1996-2005

Area 1996 1997 1998 1999 200( 2001 2002 20p3 2004 0052
TOTAL 484,653 559,227 638,341 640,33] 643,304 662,644 682,314 651,939 704,586 740,631
Africa 2494 35171 5534 493¢ 4,299 4943 6,919 8,75¢ 8,485 9,103
Americas 8,378 7,068 9,157 9,044 7,624 10,67 11,537 11,049 11,692 14,884
Asia 174,308 235,129 307,261 299,521 292,067 285,05] 288,48] 255,287 266,609 255,084
Europe 11,409 12,626 26,429 30,707 39,29¢ 43,0149 45,36 37,98] 55,116 52,144
Middle East 221,224221,047 279,767 287,074 283,291 297,533 306,939 285,564 352,314 394,414
Oceania 1577 1970 2,524 2,424 2,38¢ 2,061 1917 1,694 3,023 2,864
Trust Territories 4,869 5,280 7,677 6,624 7,42] 6,829 6,074 5023 7,171 7,594
Not Reported - 4 y 6,921 11,53 10,887 46,274 1 135

Source: 2006 Philippine Statistical Yearbook, NSCB
1.2.3.2 Sea-based

The number of OFW deployment for sea-based worktlier period 1996-2005 takes up a
generally consistent share of total deploymentpacting for about one-fourth of deployment.

Table 1.9: Number of deployed OFWs (sea-based;-P895

Land-based or| 1996 1997 1998 1999 200( 2001 2002 2003 2004 2005
Sea-based

TOTAL 660,122 747,696 831,643 837,02( 841,629 867,599 891,90§ 867,964 933,588 988,611
Sea-based 175,4p988,469 193,30( 196,689 198,324 204,951 209,593 216,031 229,002 247,983
Land-based 484,6$359,227 638,343 640,331 643,304 662,649 682,319 651,934 704,58¢ 740,637

Source: 2006 Philippine Statistical Yearbook, NSCB
1.2.4 Informal sector

In the context of globalization, there has beenrdasing informalization of employment
especially in developing countries. Contrary tolieaanticipation that the formal employment
sector would absorb most workers as a result ai@oic growth and development, the informal
economy has been growing rapidly and this trenikédy to continue in the foreseeable future.
Hence, there is an urgent need for the focusedveméons in providing social security for
workers in the informal economy.

The term “informal economy” refers to all economaictivities by workers and economic units
that are, in law or in practice, not covered oifisiently covered by formal arrangements.

Workers in the informal economy include own-accowntkers in survival-type activities, such

as street vendors, shoeshiners, garbage colleatatsscrap- and rag-pickers; paid domestic
workers employed by households; homeworkers andeaverin sweatshops who are “disguised
wage workers” in production chains; and the selpkyed in micro-enterprises operating on
their own or with contributing family workers orrsetimes apprentices/employees.

Many countries in Asia and the Pacific have devetbpwn definitions of what is understood to
be the informal economy in the respective naticoalkext.
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According to the proposed definition for the Plplipes, the informal sector consists of
“units engaged in the production of goods and sesviwith the primary objective of
generating employment and incomes to the personsecoed. It consists of household
unincorporated enterprises that are market andnmanket producers of goods as well as
market producers of services. These enterprisespmted by own account workers, which
may employ unpaid family workers as well as ocaaasliseasonally-hired workers. These
enterprises may also be owned and operated by gerplovhich may employ less than 10
employees on a continuous basis. Particular cdsesare excluded: 1) Corporations, 2)
Quasi-corporations, 3) Household helpers, 4)Unitsaged in professional services, 5) Units
with ten or more employees, 6) Units owned by askbold member who is also employed
in a corporation, quasi-corporation, governmeran-profit institution, 7) Corporate farms,
8) Farms managed by cooperatives, 9) Farms withraa of three hectares or more, 10)
Commercial livestock raising, 11) Commercial fighin

The Reserve Bank of Fiji defines the informal emoy consisting of “all small scaled
activities that are normally semi-organised, unfaiga, use simple labour intensive
technology undertaken by artisans, traders, andatps at work sites such as open yards,
market stalls, undeveloped plots, residential hews®l on street pavements. Additionally
they may or may not be registered with the RegisifaCompanies or have licences from
local authorities. They may also lack necessarylisskand qualifications to obtain
employment in the formal economy”. While, the badi@ssification of the formal sector is
the Legal Entity, described as: “Legal status cbmpany/unit of economic activity based on
the requirement to register with the appropriateegoment agencies; usually the Ministry of
Labour and Provident fund”.

In Indonesia, the basic criterion used for the sifamtion of formal and informal (sector)
enterprises by the National Statistics Agency (BR8an Pusat Statistik) is the Legal Entity,
described as “Legal status of a company/unit ofnenuc activity based on the legal
document issued by a solicitor when the company e&isblished”. The key definition of
informal (sector) enterprises in Indonesia is tbfaunregistered enterprises or enterprises
without legal status. By this definition, the formsector enterprises are comprised of
employers and workers that are registered withouarauthorities and are legal entities.

At the statistical level, the informal economy da@ defined in terms of type of enterprises
(production units) and type of employment statusnil countries adopt an enterprise-based
approach . It should be noted that since an emterpased definition would not be able to
capture all dimensions of informal employment ateraktive approach is suggested that
classifies workers in formal and informal economigstheir status of employment and other
job-related characteristics (by referring to thetefnational Classification of Status in

Employment or ICSE-93). Currently, however, theee no internationally agreed set of

categories of employment status referring to infalremployment.
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A proposed definition ahformal sectorfor the PhilippineSis as follows:

"Units engaged in the production of goods and sewiwith the primary objective of generating
employment and incomes to the persons concernedonsists of household unincorporated
enterprises that are market and non-market prodsicgrgoods as well as market producers of
services. These enterprises are operated by owowat workers, which may employ unpaid
family workers as well as occasional/seasonallyediitvorkers. These enterprises may also be
owned and operated by employers, which may empks/than 10 employees on a continuing
basis."

There are clear indications that many Filipinosohgl to the informal sector. Employment
statistics from the October 2000 round of the Labarce Survey (LFS) and the 2000 Census of
Establishments (CE) show that 70 to 78 percentotdl temployment did not come from
establishments or government institutions. Theetalelow tells the story:

2000 Estimates of Employment from the Labor Forc&urvey and Census of Establishment

Estimate 1
Total employment (LFS) 27,775,000
Less EstablishmeBased employment (CE) 5,902,000
Less government employment (LFS 2,293,000
Estimate of total employment outside of establishta and 19,580,000
government
Estimate of total employment outside of establisht®ieand 70 %

government as % of total

Estimate 2

Total employment (LFS) 27,775,000
Less EstablishmeBtaised employment (CE) 5,902,000
Less government employment (LFS 2,293,000
Plus EstablishmeBtased employment in micro enterprises 2,165,000

i.e., those with employment size of less thanGé) (
Estimate of total employment outside of non-micro 21,745,000

establishments and government

Estimate of total employment outside of non-micstablishmentg 78 %

and government as % of total

The above statistics indicate that informal seemployment could make up the majority of
employment in the country.

While there is no official count on the number oformal sector workers in the country, there
had also been some estimates by the Departmerabafrland Employment (DOLE) and by the
Social Weather Stations (SWS) that the magnitudebaut 52% or 53% of total employment.
When combining the number of own-account and unfaidly workers (as proxy indicators of

the magnitude of informal sector workers), the Itasy number approximates the DOLE and

" By Teresita Bascos-Deveza, Consultant for Stesisind Definition, ILO-UNDP Project on the Develognh of
Policy, legislative and Institutional Reforms fbetPromotion and Protection of Workers in the Infal Sector.

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 19



SWS estimates - just about 50%to 52% for the y&8&7-2000. These figures have to be
interpreted with caution as movement between foandlinformal sector employment is likely.
1.3  Economic development

1.3.1 National accounts

Data on the country's productivity from 1996-2006w an obvious trend as to how productivity
from the three main sectors shifted.

Table 1.10: National accounts by industrial orif@arrent prices, in million pesos), 1996-2005

Indicator 1996 1997 1998 1999 2000 2001 200 2003 00& 2005
Agriculture, Fishery, and Forestfy 447,80y 457,98] 451,64y 510,494 528,864 549,11 598,84y 631,97( 733,06y 777,064
Industry ©6,881 779,78¢ 838,361 911,0741,082,4311,149,12(1,261,6341,378,8701,536,5071,747,49
Service 1,027,2341,188,9741,375,0441,555,3371,743,42§1,933,2412,103,38§4 2,305,564 2,589,2612,894,28

Gross Domestic Product (GDIP2,171,9242,426,7432,665,06(2,976,9043,354,7213,631,4743,963,8734,316,4044,858,83%5,418,83

Source: 2006 Philippine Statistical Yearbook, NSCB

Figure 1.6: Productivity by industrial origin (pent of GDP), 1996-2005
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It should be noted from the above data and grapth,despite the Philippines being mainly an
agricultural economy, share-to-GDP productivity nirahe agriculture, fishery, and forestry
(AFF) sector even decreased from 20.6% in 1996ntyg ©4.3% in 2005. The service sector
made up for the weak production from AFF, incregsits share-to-GDP productivity from

47.3% in 1996 to 53.4% in 2005.

1.3.2 Growth in Gross Domestic Product
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The Philippine economy grew modestly in the pastade. Economic growth has not been
strong and equitable enough to contribute to theegonent's poverty alleviation objectives.

Regional and global developments have also showrPthilippines’ susceptibility to external
shocks. Most noteworthy among these external shaxkhe Asian financial crisis of 1997,
resulting in negative economic growth in 1998. &tlexternal developments that adversely
affected the country include the US-led war in leaugl the El Nifilo phenomenon. These shocks
hampered global demand, strained domestic prodycéind reduced investment confidence in
the country.

Economic reforms implemented in the past few ydaogjever, can be credited for the country's
modest growth levels. These growth figures mayatigbuted to: (1) Broad-based growth
(services sector in particular where communicabnaustry continues double-digit growth); (2)
Private-led demand; and (3) Realization of varistractural reforms over the years. Some of
these reforms include liberalizing trade, privat@i state-owned enterprises, deregulating
telecommunications and banking, and rehabilitatibailing government financial institutions.

Table 1.11: Real GDP growth (constant 1985 pricesjillion pesos), 1996-2005

Indicator 1996 1997 1998 1999 2000 2001 2002 2003 00£ 2005
Real GDP (constant 1985 prices)849,121 893,15] 888,00¢ 918,16 972,96( 990,04%1,034,0941,085,0741,152,1741,209,47
Year-on-Year Growth 58 5.2% -0.6% 3.4% 6.0% 1.8% 4.4% 4.9% 6.2% 5.0%

Source: 2006 Philippine Statistical Yearbook, NSCB

Still, analysts of the country’s economic perforroamffer several reasons for the Philippines’
weak economic growth: (1) Political instability armtoblems with peace and order; (2)
Uncertainties in the banking and financial marké®3; Institutional and governance issues; (4)
Inadequate infrastructure; and (5) High cost toaggiegn business activities.

1.3.3 Prices

Inflationary pressures were pronounced in 2004.ns0mer Price Index (CPI) increased by
about 6%. This was a result of higher food andpaies. Adding to domestic price pressures,
the Philippine peso continued to depreciate ag#iesuS dollar.

Table 1.12: Consumer Price Index and Exchange teaié dollar, 1996-2005

Indicator 1996 | 1997 | 1998 | 1999| 2000 2001 200p 2003 002 | 2005
Consumer Price Index (all items) 78.7 83.1 90.¢ 962 100.( 106.f 110.C 113¢ 120.€ 1294
Year-on-Year increase in CPI (% 7.t 5.€ 9.2 5.¢ 4.0 6.¢ 3.( 3.k 6.C 7.69
Exchange Rate to 1US$ (end-of-yepr) 26.2¢  39.9¢  39.06 40.31 50.0( 51.4( 53.1( 5557 56.27 53.01

Source: 2006 Philippine Statistical Yearbook, NSCB
1.3.4 Wage growth
1.3.4.1  Average wage

Taking average daily wage rates of farm workerpragy indicator for average wage growth, it
may be noted that double-digit growth could notimentained at the turn of the century. In fact,
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double-digit wage growth in the 1990s was maini@ioaly until 1997, averaging more than
12% from 1991-1997. The slowdown in wage growth tfte period 2000-2003 may be the
result of declining real wages, static productivtiigh population growth, and degradation of the
natural environment.

Table 1.13: Average daily wage rates of farm wogkBhilippines, 1990-2003

Year Average Daily Wage(pesos) Annual Growth Rate (%)
1990 50.53 -
1991 57.74 14.3%
1992 65.16 12.9%
1993 72.51 11.3%
1994 80.55 11.1%
1995 92.27 14.5%
1996 101.16 9.6%
1997 112.76 11.5%
1998 122.17 8.3%
1999 131.25 7.4%
2000 132.50 1.0%
2001 132.55 0.0%
2002 136.87 3.3%
2003 141.52 3.4%

Source: 2004 Yearbook of Labor Statistics, Burefauabor and Employment Statistics
1.3.4.2  Minimum wage

Historically, adjustment of nominal minimum wagetle Philippines has kept in pace with price
adjustments. For the period 1991-2004, nominalimnim wage ratéshave increased by an
annual average of 7.8%, slightly better than aweiagrease in prices (year-on-year increase in
CPI) of 7.4% for the same period. Operationaltyisithe National Wages and Productivity
Commission which decides on the minimum wage fergvegion in the Philippines.

However, it may be observed that minimum wage ratesnot enough to bring Filipino families
up to the poverty line. In 2002 for instance, adnper capita poverty threshold was PhP
15,975, which means that a family of five (5) memB&should have a monthly income of PhP
6,657 to meet its food and non-food basic needsinMim wage at the end of 2002 was PhP
280/day, multiplied by 22 working days in a montalgs only PhP 6,160, almost PhP 500 less
than the required income to bring a family up te poverty line. This scenario brings about the
following possibilities: (1) The income earner iretfamily has to work more days in a month; or
(2) Another household member has to find employmente situation was actually worse in
2001 and 2000 when the minimum wage was PhP 908Pdi 1,032 below the required
monthly income, respectively.

8 Based on Daily Minimum Wage Rates, National CapRegion, non-agriculture — National Wages and
Productivity Commission — www.nwpc.dole.gov.ph

° National Capital Region per capita poverty thréshbased on press release of the National Statistic
Coordination Board posted 30 January 2004

9 The national average family size based on the Z&0fily Income and Expenditure Survey. The 2000sGgmof
Population and Housing also showed the same avsiage
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1.4  Poverty and income inequality
1.4.1 Extent of poverty

International comparisons of poverty data entathboonceptual and practical problems since
different countries have different definitions ajverty thereby making consistent comparisons
between countries difficul. The commonly used poverty indicatorspoipulation below $1 a
day andpopulation below $2 a daymay provide a more meaningful cross country congpari
since it is measured in constant international gsri@and adjusted to local currency using
purchasing power parities (PPP). Furthermoreptherty gapindicator defined as the average
shortfall from the poverty line expressed as a getiage of the poverty line provides a good
indicator of the depth of poverty.

Based on the 2003 World Development Indicators%4of the Filipino population lives below
$1 a day while 46.4% are living below $2 a day floe year 2002. The percentage of the
population living with less than a dollar a daytie country is among the highest in selected
Asian countries, just slightly lower than the 1i®e€orded in Vietnam.

Table 1.5.1. International poverty line, selectedidn countries

Survey year Population Poverty gap at Population Poverty gap at

below $1 a day $1 a day below $2 a day $2 a day
China 2000 16.1 3.7 47.3 18.3
Indonesia 2000 7.2 1.0 55.4 16.4
Malaysia 1997 <2 <0.5 9.3 2.0
Philippines 2000 14.6 2.7 46.4 17.2
Thailand 2000 <2 <0.5 32.5 9.0
Vietnam 1998 17.7 3.3 63.7 22.9

Source: 2003 World Development Indicators, WorlshiBa

Compared to selected countries in the region wotghly similar levels of development, the

Philippines fared better than Indonesia, China \dietham with respect to the percentage of the
population below $2 a day but performed much wdhsen Indonesia in terms of population

below $1 a day (14.6 versus 7.2). This implieg tha country has a higher proportion of the
population that is most vulnerable to risk exposureese people should specifically be the
targeted beneficiaries of public social proteciittierventions.

The National Statistical Coordination Board (NSCGRJinespoverty threshold or poverty line

in terms of the cost of basic food and non-fooduneaments valued in peso. In the Philippine
official methodology, the poverty line may be vievas the minimum income required in
meeting the food requirements and other non-foaich@eeds. Another poverty indicator, the
poverty incidencerefers to the proportion of families (or populajievith per capita income less

than the per capita poverty threshold to the tosahber of families (population).

112003 World Development Indicators, The World Bank
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Based on the FIES, the poverty incidence increfeea 28.1% in 1997 to 28.4% in 2000. This
means that in 2000, 4.3 million families or 26.3liom Filipinos — more than one-third (34%) of
the countries population — were living below thevgrty line. The annual per capita poverty
threshold or the amount required to satisfy food aon-food basic needs reached P11,605 in
2000, an 18% increase over the 1997 threshold @489 Thus, a family of five members
should have a monthly income of P4,835 to meet fbed and non-food basic needs. In urban
areas, poverty incidence remained the same at 1B%997 and 2000 while in rural areas,
poverty worsened by 1.5 percentage points from%®a®41.4%°

Aside from urban and rural disaggregation, the FHES® generates regional and provincial
estimates of poverty incidence. Among the 16 jalitregions and 81 provinces in the country,
the top ten with the highest incidences of povarg: ARMM (57.0), Region V (49.0), Region
XIl (48.4), Caraga (42.9), Region IX (38.3), Regigh (37.8), Region VIII (37.8), Region X
(32.9), Region VII (32.3), and Region Xl (31.5). hél Autonomous Region for Muslim
Mindanao (ARMM) and Region V (Bicol) are among tlog poorest regions in the country.
Among the provinces, all four provinces of ARMM a&aut of 6 provinces of Bicol region are
among the top poorest provinces in the countrye fBm poorest provinces based on the results
of the 2000 FIES are: Sulu (63.2), Masbate (62T&wi-tawi (56.5), Ifugao (55.6), Romblon
(55.2), Maguindanao (55.1), Lanao del Sur (55.0)ta® Kudarat (54.3), Camiguin (53.1), and
Camarines Norte (52.7).

One important implication of such statistics on thagnitude and depth of poverty is that given
the scarcity of public funds in financing sociabtaction programs, there is a strong argument
for targeting social programs towards those housishar population living in the lowest income
group or towards those region or provinces withHigiest incidence of poverty.

1.4.2 Degree of income inequality

The National Statistics Office (NSO) conducts themiy Income and Expenditures Survey
(FIES) every three years in order to provide datafaomily income and expenditure. It is the
principal source of information concerning incomstmbution, levels of living and spending
patterns and the degree of inequality among fasifighe Philippines.

The latest survey was conducted in 2000 with thalfresults being released in December of
2001. The survey indicates that the total fammigoime increased from P1.7 trillion posted in the
1997 survey year to P2.2 trillion in 2000 at cutrprices. In real terms (adjusted for inflation)

total family income increased from P1.7 trillionRd.8 trillion or an annual average increase of
1.1%. Total family expenditures on the other hafsb increased in real terms with a growth
rate of 1.8% annually.

Table 1.5.2. Total Family Income and Expenditi@37 and 2000

Current Prices Constant Prices (1997)
1997 2000 1997 2000
Income 1.7 2.2 1.7 1.8

2 These results are drawn mainly from the NatiotafiS§ical Coordination Board (NSCB), Highlightstog
Poverty Statistics: 1997 and 2000. Accessible fibim//www.nscb.gov.ph/poverty/2000/00povinl.asp
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| Expenditure | 1.4 ] 1.4 | 1.4 | 15 |
Source: FIES (2000) National Statistics Office

Although the income estimates at the national lemereased, only 9 out of 16 regions
experienced growth in real terms including South@agalog (17.5%), Southern Mindanao
(16.6%), Cordillera Administrative Region (10.6%)gstern Visayas (9.0%), Central Mindanao
(8.7%), Bicol (5.5%), Western Visayas (3.5%), thatibinal Capital Region (0.5%) and llocos
(0.01%). Real incomes of families in 7 regionslised with Autonomous Region for Muslim
Mindanao, Western Mindanao, Northern Mindanao, Gar&entral Visayas, Cagayan Valley
and Central Luzoh® This suggests that despite increases in reahiacat the national level,
there is a disparity between the growth of incorethe regional level and that the distribution
of income is largely unequal.

One measure of inequality in income distributionthie Gini coefficient, which is computed by
dividing the area above the Lorenz curve (and belwsvstraight diagonal line) with the area
below it. A Gini coefficient of O indicates perfemquality while a Gini coefficient of 1 indicates
perfect inequality. Based on the 2000 FIES, themaed Gini coefficient for the Philippines
was 0.45, lower than the 0.49 posted in 1997 ceaedse of 7.5 percent. This indicates that a
movement towards a less unequal distribution obnme has accompanied the growth in the
Philippine economy from 1997 to 2000. In termsnmiome by decilethe results also indicate
that there are modest increases (0.1%) in incomartts the fourth, fifth, seventh, eighth and
ninth income decile.

132000 Family Income and Expenditure Survey, Prelanj Results. Accessible at
http://www.census.gov.ph/data/pressrelease/200tieitml
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Chapter 2 Review of existing social protections  chemes

The Philippines has a comprehensive but fragmesuethl protection framework, consisting of
both formal and informal arrangements, implemenbgdvarious government agencies and
private institutions. Formal public systems, hoam\are subject to demands to take on the role
of providing an acceptable standard of protection.

Insurance-based, contributory social security @ogy, among the oldest and with the widest
coverage in Asia, include old-age (or retiremedigability, death (or survivorship) and funeral,
sickness, maternity, unemployment, medical carevemd-related benefits. Two major public
institutions administer the social insurance schefoethe private and public sectors: Becial
Security System (SSSand theGovernment Service Insurance System (GSIS), respeactly.

For work-related benefits, there is tHemployees’ Compensation Commission (ECC)
responsible for the formulation of policies anddglines, while the SSS and GSIS are tasked to
implement the program for their respective members.

The medical care program for the employed sector tAe indigents is administered by the
Philippine Health Insurance Corporation (PhilHealth). Other institutions cater to specific
needs of target groups. For the pension needslithmy personnel, there is thrmed Forces

of the Philippines Retirement and Separation Benefs System (AFP-RSBS) The Home
Development Mutual Fund (HDMF or Pag-IBIG) manages a provident fund or savings
scheme, which is also designed to address houbiegtives. Théverseas Workers Welfare
Administration (OWWA) is in charge of the general welfare of Filipinognaint workers and
complements their social security coverage abroad.

These social security institutions are autonomaudids that operate in accordance with their
respective charters. They are controlled and tideby their respective boards, members of
which are appointed by the President of the Phitigg, either directly or in an ex-officio
capacity.

Social assistance programs covering medical arability benefits also exist, but only for those
who cannot afford to provide themselves the netiessin life. TheDepartment of Social
Welfare and Development (DSWD)is the lead agency that executes broad-based ajener
welfare programs for the fulfillment of governmengoverty alleviation objectives. There is
also thePhilippine Charity Sweepstakes Office (PCSQ)a lottery office which generates funds
for specific welfare activities of government anthdties of national character. Similarly, the
Philippine Amusement and Gaming Corporation (PAGCOR allocates proceeds from its
gaming operations to help finance public infradinies and socio-civic development projects.
The Philippine Veterans Affairs Office (PVAO) is a specialized government agency
responsible for administering social security bé#add veterans and their families, financing of
which comes from the national budget. These supp@tems, however, barely improve the
general welfare of the poor due to inadequate fumdind the sizeable number comprising the
impoverished sector. Thus, non-government orgéoiza and community-based associations
assist in encouraging self-reliance through capghlilding and livelihood loan projects.

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 26



Family and kinship support systems in times of eooic and social difficulties also remain
strong especially within the informal sector of isty.

There are also private company-sponsored plang/lysinder trust arrangements with banks or
insurance and pre-need companies, as stipulatéae ihabor Code of the Philippines or as part
of collective bargaining agreements. This is mainithe form of retirement and separation pay,
on top of the vested benefit rights under publiolhanaged schemes. Individual pension
schemes, which are subject to usual tax regulgtimesalso available from privately managed
companies for those who need additional coveragdecan afford additional premiums.

2.1  Contributory schemes

2.1.1 Armed Forces of the Philippines Retirement and Separation Benefits System
(AFP-RSBS)

0] Legislation

Republic Act No. 340 was signed on 26 July 1948reate a uniform retirement system for the
Armed Forces of the Philippines (AFP). The AFPiRRatent and Separation Benefits System
(AFP-RSBS) began operations on 8 October 197&\iatlg the passage of Presidential Decree
No. 361 on 30 December 1973.

Under P.D. 656 dated 1 January 1980, the AFP-RSBS 5 allowed to grow to a point of self-
sufficiency, and thereafter, assumes the provisiomilitary retirement and separation benefits,
taking over responsibility from the governmént

(i) Coverage

Membership in the AFP-RSBS Fund is automatic fdr aadtive military personnel (i.e.,
commissioned officers and enlisted personnel) efARP.

(i)  Benefits

Military personnel may avail of compulsory retirem®enefits upon reaching 56 years of age or
completion of 30 years of service, whichever corasr, but not beyond 60 years old. To

qualify for early retirement, as well as death aghbility benefits, he/she must have actively
served in the military for at least 20 years. ibiigy to separation benefits requires payment of
at least one-month contribution.

The old-age benefit under the AFP-RSBS is a grafpdtyable in either of the two following

options: (1) one-time lump sum equal to one motithase and longevity pay of the next grade
higher than the permanent grade last held by thieamgi personnel multiplied by the number of
service years; or (2) monthly income equal to 2d&%monthly base and longevity pay of next

14 This financing methodology was originally presedbto counteract the risk that the government neguudt in
benefit payments.
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higher grade for each year of active service, loit more than 85% of the compensation
considered.

Benefits for permanent total physical disabilite amomputed as in old-age, but not exceeding
50% of the monthly retirement pay unless the rask held was colonel or captain and higher
When a military officer or enlisted personnel diéss/her spouse will receive survivorship
benefits equal to 75% of his/her monthly retiremexwbme. Upon death of the spouse or if
he/she remarries, the pension will be passed timetchildren who are 21 years of age or below,
at 50% of the pension. Benefits are disbursed rthe contingency was incurred in the line of
duty.

Members get a full refund of their contributionstih® AFP-RSBS Fund with interest, accruing
up to the last month of contribution remittancepmiseparation and retirement from military
service. Interest is computed monthly and compedngkarly at a rate of 4% per year from
1992 to 1995, and 6% per year from 1996 to preséhts is granted on top of old-age benefits
that military personnel are entitled to by law.

(iv)  Financing and Financial Operations

The AFP-RSBS is designed as a defined-benefit sowarance program financed using the
pay-as-you-go system. Military personnel remit S¥otheir monthly basic pay, collected
through salary deduction, with no counterpart dbaotrons from the employer, which is the
government.

Effective 1984 under P.D. 1909, those who retireadnf active service prior to September 1979
and are receiving retirement pensions are congidadelitional members of the AFP-RSBS
Fund. Thus, these retirees are also requiredntysibate 5% of their gross monthly pension, but
only until the age of 65 years. Accumulated cdmitions may be refunded in one lump-sum
payment upon termination of their entitlement tireenent pension from the government.

In order to build up its funds as mandated by lthe, AFP-RSBS invests in the following: (1)
short-term securities, 25%; (2) equities, 18%; r€yl estate, 32%; (4) lending portfolio, 13%;
and (5) others, 12%.

Pensions and other benefits of military personmel @rovided directly by the government
through AFP’s annual appropriations, until the ARBBS Fund, comprising of seed capital
from the government, contributions from members and earnings from stwent operations,
becomes viable enough to account for benefit paytuall current and future pensioners on a
perpetual or continuing basis Automatic indexation of benefits to current aetimilitary
remuneration (i.e., dubbed as the pension equiaizdieature decreed under P.D. 1909),

!> For disabilities other than permanent total, bigwefe also paid monthly depending on the extédisability.

'8 Initial funding requirement as per valuation if7D9was placed at/22 million for both the normal cost and past
service liability. However, onlyZ0 million in government donation was infusedstigulated in P.D. 361. This
came in five tranches over a span of four year) thie first installment in 1976 and the last amé $80.

7 As required by law, the AFP-RSBS periodically coissions an independent actuary to conduct valuatiodies

to determine the capability of the Fund to reasbnatver all future retirement benefits
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although inherent in the AFP-RSBS benefit structatdl largely depends on the availability of
cash as determined by the Department of BudgeMamthgemerit.

(v)  Administration

The AFP-RSBS is governed by a Board of Trusteeth wie AFP Chief of Staff as the
Chairman. Major service commanders sit in the Boas members, together with one
representative each from the enlisted personreketired military sector, and from the Office of
the Deputy of Staff for Personnel and ComptrollgrsiSubject to confirmation of the Secretary
of National Defense, the Chief of Staff appoints AFP-RSBS President, who in turn, selects all
other management officers and personnel.

Major activities of the AFP-RSBS are with regarditwestment management and member-
related operations. Supporting these are intermahagement undertakings, which include
organizational and human resource developmentnplgnand control, liquidity management
and custodial services, legal and other adminiggafunctions, systems and methods,
information technology, and maintenance functions.

2.1.2 Employees’ Compensation Commission (ECC)
(1) Legislation

The Employees’ Compensation (EC) Program was aeatel November 1974 by virtue of
Presidential Decree No. 442 or the Labor Code efRhilippines, as amended. However, the
Employees Compensation Commission (ECC) becamg fyerational only following the
ratification of P.D. 626 on 1 January 1975. The E®v, as amended, conferred powers and
duties to the ECC in order to implement the EC Raog

The EC Program is aimed at providing benefits tpleyees in the private and public sectors
and their dependents in the event of work-connectattingencies such as injury, sickness,
disability or death. The ECC is mandated to itetiaationalize and coordinate policies, and to
review appealed cases from the SSS and GSIS, vainéchesponsible for administering the EC
Program for their respective members.

(i) Coverage
Covered under the EC Program are all salaried grapkin the private sector covered by the

SSS, including casual, temporary and emergency evsrkand all public-sector employees,
including those of government-owned corporations lagal government units.

'8 Release of lump-sum payments is also subject &iladility of cash. On the other hand, benefitsnufitary
personnel opting for early retirement are not mdrannual appropriations of the AFP, but are fifed separate
funding through the Department of Budget and Mansay.
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(i)  Benefits

Qualifying conditions.  An employee-member may qualify for EC benefitse/she: (1) has
been reported for coverage to the SSS or GSISu&pins a work-connected injury or contracts
a work-connected sickness, and later suffers frasabiity or dies; and (3) has given the
required notification to his/her employ&r

For an injury or sickness and the resulting disigbdr death to be compensable under the EC
Program, it must be caused by an accident arisingfand in the course of employm&nor a
result of an occupational disease. Proof mushbevs that the risk of contracting the disease is
heightened by the working conditions and environimien which the employee-member is
exposed.

There will be no granting of compensation if thgirg, sickness, disability or death is due to the
employee’s drunkenness, willful intention to injuog kill himself/herself or another, or
notorious negligence.

Benefit package. The benefits for employee-members or their depetsd under the EC
Program, which may be enjoyed simultaneously withsé under the social security program of
the SSS and GSIS, include the following:

Medical services, appliances and supplie¥hese are provided to the afflicted employee
beginning on the first day of injury or sicknesaridg the subsequent period of disability, and as
the progress of recovery may require. Howevergbeavailability is limited only to the ward
services of an accredited hospital and accreditgdipian.

Rehabilitation services. This consists of medical-surgical managementpitals treatment,
appliances and supplies, vocational training, dadgment assistance for an employee who has
not been placed in a suitable work environment.

Disability benefits. A daily cash income benefit, equal to 90% of ¢ineployee’s average daily
salary credit or average daily compensation (net,less thar-F0, or more thar-Z00 and-R0

for SSS and GSIS members, respectively), is grafmetemporary total disability or sickness,
payable for a period not longer than 120 conseeutiays. If the injury calls for extensive
treatment, the period may be extended up to 246. dkyt persists beyond this period, the injury
will be considered as permanent total disabiliBisbursement of benefits will be suspended if
the employee fails to submit a monthly medical repertified by the attending physician.

For permanent total disability, the income bengfitn the form of monthly pension, equal to
115% and 120% of SSS’ and GSIS’ monthly retirem@gnision, respectively (i.e., with the
guaranteed minimum at2f00 for SSS members). This is provided for &g las the injured

¥ The employer must be notified within five daysrirahe occurrence of sickness, injury, disability d@ath.
Notice is not necessary if the contingency happehethg working hours, at the location of work, &rdwith the
knowledge of the employer or his/her representative
% This means that the employee is: (1) at the ptageired by his/her work; (2) performing officialrfctions;
and/or (3) executing an order for the employerefsre.
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employee lives, plus 10% for each of his/her fivepehdent children, beginning with the
youngest and without substitution. A supplemeali@awance of-B75 per month is also given to
SSS members.

Employees with permanent partial disability aratla to monthly pension similar to permanent
total disability, except that the duration of ben@layment is proportionate to the degree of
disability. If the period of disability is lessah a year, the benefit will be released in lump.sum

The monthly pension for EC disability is guarantéadfive years, subject to suspension if the
employee is gainfully re-employed, recovers fronsadility, fails to appear for regular
examination, or fails to present a medical repddpon death of an EC disability pensioner,
his/her beneficiaries will receive benefits in actance with the established rules under the
respective disability programs of the SSS and GSIS.

Death benefits. A monthly cash income benefit for life, includirdependents’ pension, is

granted to the primary beneficiaries of a deceammgloyee. In their absence, secondary
beneficiaries will also be eligible to a monthlyngen, but only for a period not exceeding 60
months.

For beneficiaries of SSS members, the EC deathfibé&neetermined in the same manner as in
EC permanent total disability. On the other hahd, monthly pension is not less thab5f000
for primary beneficiaries of GSIS members, butmote than the monthly salary of the latter.

A funeral cash benefit, worth1B,000 and-8,000 for the SSS and GSIS, respectively, is also
paid to any person who actually shouldered theabwkpenses of a deceased member or
permanent total disability pensioner.

(iv)  Financing and Financial Operations

The EC Law created a State Insurance Fund for ¢ingrbenefits under the EC Program, mainly
from employers’ contributions, on a pay-as-you-@sib. As administering agencies, the SSS
and GSIS are tasked to: (1) evaluate all EC cidirasd pay corresponding EC benefits; (2)
collect EC contributions; and (3) manage the Stagarance Fund.

Contributions.  On top of contributions mandated under the S&&E @SIS social insurance
schemes, employers are obliged to remit EC coritobs. Public sector employers are
mandated to pay 1% of an employee’s monthly saarlzC contributions or P100, whichever is
lower?. Private sector employers, on the other handraedated to pay P10 per month for
employees whose Monthly Salary Credit (MSC) is BQ@@,or below and P30 per month for
employees whose MSC is P15,600

Only the employer is accountable for the remittanE€C contributions on behalf of his/her
employees. This ceases upon worker’s separaton @mployment or death. In case a covered

L The decision to either deny or award compensdtiothe claimed contingency lies with the SSS aig1SG
% This is effective January 2003.
2 This is effective January 2007.
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member becomes disabled during employment, highmggloyer’s contribution obligation will
be suspended for the applicable months that hédsi@ receiving any salary.

Investments. The SSS and GSIS invest a portion of EC confiobst in excess of current
benefit outlays, in profitable ventures to generdenings, which are cumulated as part of the
State Insurance Fund. Whereas these are co-mimgtedhe respective social security funds
managed by the SSS and GSIS, the conduct of ineestactivities must adhere to relevant
provisions of their charters. The investment inecim be applied is determined by the SSS and
GSIS in proportion to consolidated investments.

Operating expenses.The SSS and GSIS allocate operating expenses tbdrged to the State
Insurance Fund for the cost of administering the Bfdgram. This is carried out in
consideration of mandated budgetary limits for disement¥’

(v)  Administration

The ECC is a quasi-judicial corporate entity atemthto the Department of Labor and

Employment for policy coordination and guidanceheTCommission is chaired by the Secretary
of Labor and Employment and has the following ao#ixio members: (1) the SSS President
and CEO; (2) the GSIS President and General Manéjethe PhilHealth Chairman; and (4) the

ECC Executive Director. There are also two memhemesenting the employers’ and

employees’ sectors.

The main function of the ECC is to formulate paiand guidelines for the improvement of the
EC Program, and initiate activities toward adequeateupational health and safety and accident
prevention in the working environment. Inasmuchhes SSS and GSIS handle administration
and fund management functions, it also primarilalslewith appealed cases under the EC
Program. These comprise of claim applicationspfisaved by either the SSS or GSIS but

which claimants believe are compensable becausenibrk-related. Entire records of the case
are forwarded to the ECC for its expeditious revavand ruling on said cases. Should it affirm

SSS’lzgr GSIS’ decision, the claimant, as a lagirtemay elevate his/her petition to the Supreme
Court™.

Aside from the Commission Proper as a functionalybthere is an ECC Secretariat, headed by
an Executive Director and assisted by a Deputy @xex Director, both appointed by the
President of the Philippines.

Operations of the ECC are clustered under four megsult areas: (1) work contingency
prevention services to workers, which include, aghothers, conduct of forums and seminars
promoting occupational safety and health standart$ practices; (2) curative services and
compensatory benefits to workers, which involveieevof the existing benefit program and
claims evaluation procedures; (3) rehabilitatiorvises to occupationally disabled workers, such

4 The ECC requires the SSS and GSIS to submit ffegirly operational budgets to ensure that expedsasot
exceed 12% of the annual loading fund as providedy law.

% |n contrast to other jurisdictions, an EC claimdoges not have to hire a lawyer in appealing histlase to the
ECC. Only when he/she goes to the Supreme Colitegal services be needed.
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as counseling and re-skilling for placement or egrieneurship; and (4) other support services,
like the accreditation of hospitals and physicians.

2.1.3 Government Service Insurance System (GSIS)
0] Legislation

The Government Service Insurance System (GSIS)caastituted by virtue of Commonwealth
Act No. 186, which took effect on 14 November 193te GSIS Charter is considered the first
significant legislation in Philippine social seayri Before the establishment of the GSIS, there
were several retirement plans for select grougs, the Philippine Constabulary under Act No.
1638, public school teachers under Act No. 3050, lagalth service employees under Act No.
3173.

The law initially provided for life insurance praten to all government workers. However, on
16 June 1951, Republic Act No. 660 was passed, dimgiC.A. 186. Retirement insurance was
added to the program, granting annuity and pensemefits to all government employees. This
also extended life insurance coverage to all nompaent employees of the government
through term policy insurance renewable yearly.

Various amendments to the GSIS Charter were rdtifiehe most recent legislation was passed
on 24 June 1997, under R.A. 8291, which expandedstiope of coverage and benefits, to
include pre-need insurance, unemployment and semarand enhanced GSIS’ powers and
functions to better respond to the needs of its begm

While these laws cover all government workers, isthveere designed for special groups only,
entrusting the GSIS with the following functiond) @dministration of the General Insurance
Fund, and provision of insurance protection to @saled properties having government insurable
interests, in view of R.A. 656 (16 June 1951) @ BEroperty Insurance Fund; (2) enforcement of
R.A. 910 (20 June 1953), which provided for a safgaretirement plan for the judiciary; and (3)

administration of the Barrio Officials Insurancendu(17 June 1967), extending life, disability

and accident insurance benefits to officials oalagpvernment units.

(i) Coverage

The GSIS compulsorily covers all government workbedow 65 years old, regardless of

employment status. These include appointive artigke officials receiving fixed compensation,

permanent, substitute, temporary, casual or caomhemployees with employee-employer
relationship, and those receiving basic salary ot per diem, honoraria or allowances.
Exception is provided for contractual employees Wmawe no employee-employer relationship
with their agencies, and members of the Armed Forfethe Philippines and the Philippine

National Police, including the Bureau of Jail Maeagent and Penology and the Bureau of Fire
Protection.
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The GSIS now has a total of 1,424,845 active membategorized as follows: (1) national
agencies (400,018); (2) local government units (888); (3) Department of Education, Culture
and Sports (534,773); and (4) government-ownedcanttolled corporations (99,591).

(i)  Benefits

All GSIS members are provided with life insurancetirement and other social security
protection such as disability, death, separatiah @amemployment benefits, except for members
of the judiciary and constitutional commissions vane only provided with life insurance.

Old age. GSIS’ retirement benefits vary depending on thpliaable legislation at the date of
entry as GSIS member.

Retirement under R.A. 8291To be eligible for retirement benefits under R8291, a member
must have rendered at least 15 years of servicenastl be at least 60 years of age at the time of
retirement. Moreover, he/she must not be a perntdaotal disability pensioner.

The retiree has the two lump-sum options, as fdlofd) equivalent to 60 months of the Basic
Monthly Pension (BMP) payable at the time of retiemt, and monthly pension for life if he/she
is still living after the five-year guaranteed mefricovered by the lump sum; or (2) equivalent to
18 times the BMP plus BMP for life payable immedigt but with no five-year guarantee.

The BMP is equal to 37.5% of the revalued averagathly compensation (RAME) for each
year of service, plus 2.5% of RAMC for each yearsefvice in excess of 15 years, but not
exceeding 90% of the average monthly compensatit)A’.

Retirement under P.D. 1146 his is the retirement mode applicable to a memit® has been
in service after 31 May 1977 but before 24 Juner199

Under this mode, a retiree aged 60 years who hekered at least 15 years of service is entitled
to a five-year guaranteed BMP and a lifetime mgnBMP thereafter. A retiree may request for
the payment in lump sum of the BMP for the fivetygaaranteed period, at a discounted rate of
not less than 6%.

The BMP is computed the same way as in retiremedéuR.A. 8291, but the RAMC is equal to
AMC plus P140 and the maximum RAMC is set-&®,P40. A retiree aged 60 years, who has
rendered at least three but less than 15 yearsrwoics, is given a lump-sum amount equal to
100% of AMC for every year of service.

Retirement under R.A. 660This retirement mode, which is otherwise knowrnhesAnnuity or
Pension Plan, is applicable to a member who has beservice on or before 31 May 1977.

% This is equal to the average monthly compensg#C) plus 700, where AMC is computed by dividing total
compensation received during the last three yeaos @ contingency by 36, if length of service36 months or
more, or by the number of months during which congadion was received, if less than 36 months.

2" The amount of AMC is subject to Board Approvah 2005, the maximum AMC limit o£86,000 was removed
to allow retiring government employees to receiy@asion equivalent to 90% of AMC without the cap.
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Conditions for entitlement of retirement benefitglar this mode are as follows: (1) the retiree’s
last three years of service prior to retirement tnfags continuous, except in cases of disability,
abolition, and phase-out of position due to reoizmtion; (2) appointment status must be
permanent in nature; and (3) the age and servipgrements under the “Magic 87" formdfas
satisfied.

The maximum monthly pension for those above 57syehttis 80% of the AMC received during
the last three years immediately preceding retirmé&he maximum pension for those aged 57
years and below is 75% of the AMC.

Retirees below 60 years old are qualified for a thignpension guaranteed for five years with
the option to request for a one-year lump sum eserynonths. If still living after the five-year
guaranteed period, he/she will be entitled to a thigrpension for life. For those who are at
least 60 years old but less than 63 years of agheudate of retirement, the benefit is a three-
year lump sum. The subsequent two-year lump sulnbeipaid to the retiree on his/her'63
birthday. If still living at the end of the guataed period, he/she will be entitled to a monthly
pension for life. Available to those who are asle63 years of age or over on the date of
retirement and still living past the guaranteedqekis a monthly pension for life.

Retirement under R.A. 1616.This retirement mode, which is also known as Gmatuity
Retirement Benefit, is applicable to members wheoevire the service on or before 31 May 1977.
To avail of the benefits under this mode, a retiraest have rendered at least 20 years of service
regardless of age and employment status. Morebti&her last three years of service prior to
retirement must be continuous, except in casessabdity, abolition or phase out of position
due to reorganization.

The gratuity is payable by the last employer basedhe total creditable service converted into
gratuity months multiplied by the highest compeiwatreceived. The gratuity months is
computed as follows: (1) one-month salary for tingt 20 years of service; (2) 1.5 months salary
for the next 10 years up to 30 years; and (3) tvemtims salary in excess of 30 years of service.
There is no limit as to the amount of gratuity déne

Alternatively, the retiree may opt to receive auref of contributions consisting of personal
contributions plus interest, and government shateout interest.

Disability. Disability benefits are granted to a member duéhe loss or reduction in earning

capacity caused by a loss or impairment of the abriunctions of the employee's physical

and/or mental faculties as a result of an injuryd@ease. The loss in earning capacity is
determined based on the employee's actual losscofme from usual occupation and his/her
capacity to engage in any other gainful occupatiog to impairment.

% The age and service years of a member aged 5% pedrelow must sum up to 87 (e.g., 52 years otth @
service years, 57 with 30). For members aged arsyand above, the following formula will apply: $8ars old
with 28 service years; 59 with 26; 60 with 24; 6ithvi22; 62 with 20; 63 with 18; 64 with 16; and @&h 15.
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Permanent Total Disabilify. A member who satisfies any of the following cdiudis is entitled

to monthly pension and carer's allowance-df30: (1) in active service with at least 180
monthly contributions; (2) separated from servicé Wwith 36 monthly contributions within the
five-year period immediately preceding the dis&ailor (3) separated from service but with 180
monthly contributions prior to disability.

If a member is in active service with at least B80nthly contributions, he/she will receive the
BMP, carer’s allowance, and a lump-sum payment ledquE8 times the computed BMP. If with
at least three years of service with contributiand the contingency occurs five years after the
separation from service, he/she will be entitlec tamp-sum payment equal to 100% of AMC
multiplied by the number of years wherein contribng were paid but not less thatZ7000.

No more separation benefit will be paid in the fatu

The disability benefit will be suspended if a membas not reached the minimum retirement
age and is re-employed, recovers from disabilityfads to present himself/herself for medical
examination as required by the GSIS.

Permanent Partial Disability Eligibility for benefit in terms of contributions ias provided for
under permanent total disability. The benefit isi@ap-sum payment equal to the BMP times a
specified number of months depending on the degfrdesability, as prescribed by the GSIS.

Temporary Total Disabiliff. Temporary Total Disability (TTD) arises when thésecomplete
but temporary incapacity to continue with a menth@resent employment or engage in any
gainful occupation due to the loss or impairmentha normal function of the physical and/or
mental faculties of the member.

Eligible for TTD benefits are members who are itivecservice at the time of disability, and if
separated, has rendered at least three yearsvifesand paid at least six monthly contributions
in the 12-month period immediately preceding theability. The benefit is equal to 75% of the
member’s daily compensation, from a minimum-@6B to a maximum of475, for each day of
TTD. However, the duration of benefit payment mustt exceed 120 days, but may be extended
to a maximum of 240 days for intensive cases.

Death. If a member was in the service at the time oftld@ad rendered at least three years of
service, his/her primary beneficiaries are entittedthe following: (1) 50% of the BMP;
(2) dependent children’s pension for each dependeaiid, but not exceeding 50% of the BMP
and only as long as they are qualified; and (3)dwum equal to 100% of the AMC for each
year the member has paid contributions but nottless-F.2,000.

% These are injuries resulting in complete lossigiitsof both eyes, loss of two limbs at or above ainkle or wrist,
permanent complete paralysis of two limbs, braijurin resulting in incurable imbecility, insanity asther
irreversible conditions, and such other cases ashmaletermined by the System.

% These are injuries resulting in complete and peenaloss of the use of any finger, toe, arm, héoat, leg, ear,
sight of one eye, hearing of one ear, or such athses as may be determined by the GSIS.

%1 This is also called sickness income benefit.
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However, if a member was in the service at the thdeath but rendered less than three years
of service, his/her primary beneficiaries receihe same benefit except for the lump-sum

payment. The same is true with primary benefiemwf a member who was separated from
service but rendered at least three years of setidhe time of death and paid 36 monthly

contributions within the five-year period immedigt@receding his/her death, or paid at least

180 monthly contributions prior to death.

In the absence of primary beneficiaries, the seagntheneficiaries will receive a lump-sum
payment equal to 100% of the AMC for each year th@tmember has paid contributions but not
less than—P2,000. If there are no primary and secondary fimages, the legal heirs will
receive the benefit.

If an old-age or disability pensioner dies afteg flve-year guaranteed period, his/her primary
beneficiaries will be granted the survivorship pensfor as long as they are qualified.

Secondary beneficiaries are not entitled to theehesn However, if an old-age pensioner dies
before the guaranteed period, his/her primary beiaets will receive the BMP up to the end of

the said period, convertible to lump sum, and da#er, the basic survivorship pension for as
long as they are qualified.

Primary beneficiaries are the legitimate spousdjl une/she remarries, and the dependent
children. Secondary beneficiaries include parantslegitimate descendants.

Separation. The separation benefit is given to employees wha mot reached the retirement
age of 60 and are separated from service.

The benefit is in the form of lump-sum paymentlonp sum and pension. If a member has
rendered at least three years but less than 15 géaervice and is below 60 years of age, he/she
will be entitled to a lump-sum payment equal to %00f the AMC for every year of service,
payable upon reaching age 60 or separation, whethmmes later. However, if with at least 15
years of service and below 60 years of age, hetdhbe given alump-sum amount equal to 18
times the BMP, payable upon separation, plus BMHMfostarting at age 60.

Unemployment. The unemployment benefit is paid to a permanememment employee who
is involuntarily separated from the service assailteof the abolition of his/her office or position
usually resulting from reorganization.

For benefit eligibility, a member must have paid hanths of contributions under R.A. 8291
prior to separation. The benefit amount consistmonthly payments equal to 50% of AMC,
with the duration based on the number of contrdmdipaid, as follows:

Table 2.1.3: GSIS Unemployment Benefit Schedule

Contributions Duration
1 year to less than 3 years 2 months
3 years to less than 6 years 3 months
6 years to less than 9 years 4 months
9 years to less than 11 years 5 months
11 years to less than 15 years 6 months
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Other benefits. All old-age and death pensioners, as well as mtigr@s under R.A. 660, P.D.
1146 and R.A. 8291, are granted a Christmas Cafshe@uivalent to one-month pension. Old-
age and disability pensioners aged 100 years aed ane provided an Anniversary Benefit
equivalent to one-month basic pension. Moreovangheiaries of deceased pensioners are given
a Funeral Benefit of20,000.

(iv)  Financing and Financial Operations

Contributions and investment earnings constitugeGl$1S Social Insurance Fund, which is used
to finance all benefits administered by the GSIS.

Contributions. The employer and employee share the payment db G&itributions, at the rate
of 12% and 9% of the basic monthly salary, respelti with no ceiling>. Of the 9%
employee-contributions, 2% is used to financeihf&urance benefits and 7% for retirement and
other social security benefits. Members of thegiagly and constitutional commissions pay 3%
of their monthly salary as their personal share, their employers contribute the corresponding
3% share for their life insurance coverage.

Investments. Funds, which are not needed to meet GSIS’ currbhgations, are invested in
accordance with rules and regulations prescribedhieyBoard. Requirements of liquidity,
safety, security and yield must be satisfied ineorid ensure actuarial solvency. The GSIS is
required to submit an annual report on all investisienade to the Senate and Congress of the
Philippines.

Within prescribed limits, the GSIS Charter allowsastments in the following: (1) interest-

bearing bonds and securities of the national gowent, domestic banks in the Philippines
designated as a depository by the Central BankhefRhilippines, educational or medical

institutions; (2) common and preferred stocks di/esat corporations with at least three-year
track record of profitability; (3) domestic and éagn mutual funds; (4) real estate properties; (5)
short- and medium-term loans to members; and (@ido currency-deposits and denominated
debts.

Operating Expenses. For operational and administrative expenses,GB4S is allowed to
disburse a maximum of 12% of yearly revenues frdrsaurces. On the basis of actuarial and
management studies, this limit may however be &eljusubject to the approval of the President
of the Philippines.

(v)  Administration

The governing and policy-making body of the GSI$his Board of Trustees. It is composed of
the GSIS President and General Manager (PGM) agtit ether members appointed by the
President of the Philippines as follows: (1) onpresents public school teachers; (2) two are
from organizations or associations of governmenplegees or retirees; (3) four represent the
banking, finance, investments and insurance seaors (4) one is a GSIS member with a legal

32|n 2004, the salary ceiling ef1B,000 for the employee share was removed.
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profession. The Trustees elect the Chairman fromrg themselves, while the GSIS PGM
serves as Vice Chairman. Members have fixed tefrasx years without reappointment.

The GSIS workforce consists of 3,104 employees, 52%hom are in the head office and the
rest are in the branches. To date, there areafchbes and 78 satellite offices nationwide. It is
envisioned that the System's service network wolhtimue to increase, as the institution is
committed to provide branch offices in every praé@mwhere there exists a minimum of 15,000
active members.

2.1.4 Home Development and Mutual Fund (HDMF or Pag-IBIG)
0] Legislation

The Home Development and Mutual Fund (HDMF) LawPoesidential Decree No. 1530 was
enacted on 11 June 1978, creating a voluntary geovifund primarily for savings generation
and mobilization, as well as for financing decemd affordable housing to Filipino workers.

The SSS and GSIS initially administered the providund scheme for their respective
members. In 1979, fund administration was tramsteto the National Home Mortgage Finance
Corporation (NHMFC) through Executive Order No. 52i the same year, E.O. 538 was issued
to merge the funds administered by the SSS and ®&ISvhat is now known as the Pag-I1BfG
Fund.

Membership to the Pag-IBIG Fund became compulsory duly 1981 under P.D. 1752 of 1980,
making the HDMF a corporation independent of theMNHC. Contributions to the scheme were
suspended from May to July 1986, but resumed inuau@986 with a more liberal contribution
structure. It reverted to a voluntary program @87 by virtue of E.O. 90, with the mandate to
finance the government’s Unified Home Lending Paogr

On 17 June 1994, Republic Act No. 7742, or the BdG-Universal Coverage Law, was signed,
thus amending P.D. 1530 and 1752. The new lawdhioback the mandatory nature of the
scheme effective 1 January 1995.

(i) Coverage

Pag-IBIG membership is mandatory for all SSS andSGSembers with monthly earnings of at
least-F4,000. Voluntary coverage is also open to workexduding self-employed persons, and
informal workers who earn less thad,800 a month. It is also extended on a volunibasis to
overseas Filipino workers, resident immigrants awaduralized citizens under the Pag-IBIG
Overseas Program. Non-earning spouses of Pag+ii@bers may also register voluntarily.

(i)  Benefits

Benefits under the Pag-IBIG Fund depend on thelle¥esavings accumulated during a
member’'s working lifetime, which is equal to thdl fualue of contributions plus all annual

¥ pag-IBIG is an acronym fdragtutulungan sa Kinabukasan: Ikaw, Bangko, Indasit Gobyerno
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dividends earned thereon, tax-free and governmesmtagteed. The extent of dividend
payments, in turn, is determined by the investnmezame for the period, and whether or not the
member stays active in the payment of contributions

Savings refund. A member may qualify for withdrawal of benefits the form of refund of
savings upon occurrence of any of the following:

Membership maturity.Members who registered under P.D. 1752 may appbyn completion of
20 years of active membership, equivalent to 24@thip contributions. On the other hand, for
those subject to R.A. 7742, partial withdrawal afiiags is allowed after ten or 15 years of
continuous membership, provided there is no outistgnhousing loan with the Pag-1BIG Fund.
This option is valid only once during the membepsieirm.

Retirement This is mandatory for members who are 65 yeérage. However, early and
optional retirement plans are also offered at &g@ard age 60, respectively. Even without the
requisite maturity period or retirement age, witdwial is allowed on account of member’s
permanent departure from the country, permaneat pitysical disability, insanity, termination
from service by reason of health, or death, in Whiase, an additional benefit grant-@f,#00 is
given to the legal heirs to defray funeral expenses

A member will maintain his/her total accumulatedisgs even if he/she transfers from one
employer to another, whether in the private or gubéctor. There are also provisions for the
portability of savings under the voluntary Pag-IBliverseas Program, such that members who
remit their Pag-IBIG Fund contributions in U.S. ldo$ get a refund of their savings in the same
currency.

Loans. The HDMF also offers short-term loans, such aftirpurpose and calamity loans, to all

active members who have made at least 24 monthityibations at the time of application. The

limit in the loanable amount is 60% of a membed&alt accumulated savings, payable in two
years through salary deduction and renewable titepayment of 50% of the loan principal and
upon anniversary of the loan.

(iv)  Financing and Financial Operations

The Pag-IBIG Fund, as a supplementary provident fiorx workers, applies the underlying
principle of individual equity. As described abpweember benefits are directly linked to the
total accumulated value (TAV), equal to counterpamtributions plus dividends, credited to
his/her own savings account.

Contributions. Contribution is pegged at 1% of the member’s hiyntompensation (MC) for
those earning less thaflBO0 a month and at 2% of MC for those with 30 or mor¥.
Employers are mandated to contribute an additiag@lof the MC of each covered employee
The contribution rate is applied up to an MC cglof £5,000. Thus, the maximum combined
contribution is200 per month.

3 Employee-members may opt to increase their carttdbs accordingly, on a voluntary basis.
% Voluntary members may opt to pay for the emplay@mterpart.
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Acting as agents of the Pag-IBIG Fund, employers &squired to collect employee
contributions, including those who joined on a vaéry basis, through payroll deductions.
Failure to remit contributions will subject the eioyer to a 3% penalty per month. Self-
employed members are required to pay their corttabs directly to the HDMF-.

If an employee-member is separated from employmgogs on leave without pay or is
suspended from work, or if his/her employer’s cageris waived or suspended, he/she may stop
paying contributions to the Pag-IBIG Fund, or apshoulder both the employee and employer
contributions.

Under the Pag-IBIG Overseas Program, qualified negmpay contributions in the amount of
US$20 or its peso equivalent, if the MC is US$1,060Cess, and US$40 or its peso equivalent, if
the MC is over US$1,000. Payment is made througinedited marketing representatives and
collecting agents stationed in selected foreigrigpos

Investments. Funds that are not needed to meet current opeedtiand administrative
requirements are invested by the HDMF. Not less ti0% of its investible funds must be
allocated to shelter development programs, inclyanortgage loans to qualified members for
personal housing and institutional loans to acteedprivate developers for the construction of
low-cost and socialized housing packages.

(v)  Administration

The powers and functions of the Pag-IBIG Fund asrased by a Board of Trustees, headed by
the Chairman of the Housing and Urban Developmeardr@inating Council and composed of
the following ex-officio members: (1) the Secretaly Finance as Vice Chairman; (2) the
Secretary of Budget and Management; (3) the SegretalLabor and Employment; (4) the
Secretary of Trade and Industry; and (5) the HDMeésRlent and CEO. Two representatives
each from the group of private employees and pivahployers, and one from government
employees also form part of the Board as appoimtieenbers.

The Pag-IBIG Fund’'s nationwide branch network cstssiof 12 regional offices, ten sub-
regional offices and 13 extension offices. The HPKbs also established its presence in the
international scene with overseas desks housedymodthilippine embassies and consulates in
20 countries. This is sustained through informratidficers and marketing representatives in
selected foreign posts.

2.1.5 Overseas Workers Welfare Administration (OWWA)

(1) Legislation

The Welfare Fund for Overseas Workers (WFOW) wéglly created as an attached agency of
the Department of Labor and Employment (DOLE) tigtouts Letter of Instructions No. 537

dated 1 May 1977, but was later operationalizedrasrganization on 1 May 1980 by virtue of
Presidential Decree No. 1694, as amended. Witlstumnce of Executive Order No. 126 on 30
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January 1987, the WFOW was renamed as the Ovelseskers Welfare Administration
(OWWA).

In 1994, E.O. 195 was implemented for the compuylddedicare coverage of all OFWs and
their dependents. Republic Act No. 8042 was passed June 1995 to further clarify and
enhance OWWA's functions and establish its Boardhimership.

OWWA'’s program thrusts are determined by its twiHfonandate of providing social and
welfare benefits and services to registered overdedipino workers (OFWs) and their
dependents, and ensuring capital build-up and fedaility

(i) Coverage

OWWA membership may be obtained through compulsemyollment upon processing of
overseas employment contract at the Philippine §&ss Employment Administration (POEA)
and by voluntary registration at job-sites abrodd.the former, all POEA-processed overseas
workers, either for land-based and sea-based dmgloty are automatic members. In the latter,
OWWA coverage is extended to nationals who exitexd Rhilippines as non-contract workers
but later on acquired foreign employment.

Effectivity of membership, either compulsory or wetary, occurs upon payment of contribution
until expiration of the employment contract. Mendbgp may be continued after the renewal of
existing contract or issuance of new contract. th@ case of voluntary OFW members who
registered on-site, coverage must not exceed tamsybut renewable once contribution payment
is made for the next applicable period.

(i)  Benefits

An OWWA member is entitled to a range of benefital aservices, subject to contribution
qualification requirements and fund availabiifty

Insurance and health care benefits.For the duration of his/her overseas employmentract,
an OWWA member is covered with life insurance, amimg to-FL00,000 for natural death and
P200,000 for accidental death. A burial benefitR20,000 is further granted to help settle
funeral expenses upon member’s death. As a ridetigeon of the life insurance policy, he/she
can also avail of disability benefits amountingatoange of-R,000 toB0,000 depending on the
extent of disability. In the case of permanerdltdisability, the coverage is higher-td®,000.

Loan guarantee fund. The OWWA offers pre-departure loan (PDL) and fgassistance loan
(FAL) packages to its members, up to a maximumdvarrg limit of £40,000. This is accorded
in coordination with government financial institutis that maintain a1®0 million revolving
loan guarantee fund.

% Benefits and services are granted over and abwvgrovisions of the overseas employment contaftey of
employers and/or applicable legislation of the fomstntry.

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 42



Newly hired OFWs due for deployment whose employarsagents have already paid the
compulsory contributions to the OWWA are qualiftedapply for the PDL. The objective is to
assist members in their pre-departure needs, sughaaement fees, clothing requirements and
pocket money. On the other hand, the FAL is bestbfer emergency and other family needs as
endorsed by the member.

Education and training benefits. An OWWA member may take advantage of the follavin
education and training programs for himself/hers®lfhis/her duly designated beneficiary:
(2) skills-for-employment scholarship program, eithtechnical or vocational in nature;
(2) education for development scholarship programich grants a maximum of1B,000 for
school fees and2®,000 for allowances per semester for collegiatgses (i.e., not more than
five years of curriculum studies); and (3) seafsrepgrading program (i.e., one availment for
every three membership contributions, plus traifingncial assistance worthlR200 up to a
maximum of-H,500), designed to sustain the competitive adgent Filipino seafarers in
meeting the competency standards set by the Inienaa Maritime Organization. OWWA's
annual allocations for these programs -aenfillion, cost for 100 baccalaureate slots, ad® P
million, respectively.

Social services and family welfare assistance.Under OWWA's repatriation program,
members are repatriated and given services negesséacilitate repatriation, such as airport
assistance, interim housing or shelter, and domésthsportation. The OWWA advances the
payment of return tickets and other expenses iaduin the repatriation of OFWS, for
reimbursement by the responsible recruitment agsencirhere are parallel efforts to require or
persuade foreign employers/principals to shouldpatriation costs.

A reintegration program is also implemented by DQhEugh the OWWA, with the support of
local government units and non-government orgaiozst This incorporates community-
organizing, capability-building and social prepamat projects and seminars, as well as
livelihood loans, aimed at promoting productive ertdkings upon their eventual return to the
mainstream of Philippine society.

Workers assistance and on-site servicesThe OWWA continues to assist members in all its
regional and overseas offices. Services includerg others, locating the OFW, supplying
information and guidance, development of materfals pre-departure orientation seminars,
conduct of psycho-social counseling, conciliati@rvges, medical and legal assistance, and
outreach missions. On behalf of the OFW member,QWWA may also provide appropriate
representation with employers, agents and hostrgowent authorities.

(iv)  Financing and Financial Operations

OWWA's benefit package is financed by a single ttiusid, or the OWWA Fund, which is
pooled from compulsory member contributions, inmesit earnings and income from other
sources. Deployed overseas workers are classiftedtwo groups, land-based and sea-based.
For a more efficient fund management system, dauion revenues are accounted for in two
separate books of account.
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Contributions. The required contribution for OWWA membership US$25 or its local
currency equivalent, processed and paid on a peram basi¥, but not exceeding two years.
The same amount is applied upon renewal of memipeirsthe succeeding years. In the case of
land-based workers, the entire amount is borndéydreign employer, while sea-based workers
share the payment obligation with ship owners a$105and US$15 rates, respectively. Of the
total amount-B65 is set aside for the Insurance Benefit Progfand (IBPF) of members.

Contributions are remitted directly to the OWWA Heaffice or at the POEA contract
processing hub, or through its duly authorized epudized collecting officers at its satellite
offices in the region and abroad, and other actaddiollection centers, not later than tffeday
of the following month.

Investments. A portion of the OWWA Fund not needed for projectadnthly operating,
program and contingency fund allocations are ireaestAs a general policy, investible funds are
placed in government securities to generate optireamings while maintaining liquidity and
fund protection. Portfolio management is outsodrtee government financial institutions, but
the OWWA may re-invest maturing securities as lasghe original types of placement are not
altered.

For the purpose of fund build-up, the OWWA is diegtto set an appropriate growth rate
sufficient to meet all benefit obligations to memshe Its annual budget for operational
requirements and estimated insurance claims, thenefs fixed at a level supportive of this
targeted rate, to be reviewed annually to achieveparative efficiency levels of other similarly
situated agencié$

(v)  Administration

OWWA'’s Board of Trustees is composed of the follogvex-officio members: (1) the Secretary
of Labor and Employment as Chairman; (2) the OWWdmhinistrator as Vice Chairman; (3)
the Secretary of Budget and Management; (4) theegeg of Finance; (5) the Secretary of
Foreign Affairs; (6) one Undersecretary of LabordaBmployment; and (7) the POEA
Administrator. Management and labor sectors ase & the Board with one representative
each. Following the promulgation of the Migrant ik&rs and Overseas Filipinos Act of 1995,
three additional members from the women sectorbasad OFWs and land-based OFWs are
included. The OWWA Secretariat acts as the imptging arm of the agency, administering
resources in accordance with policies and progrfamsulated by the Board.

%" payments are made each time a contract is subntittethe POEA for processing, including documentary
processing of returning or vacationing workers.

¥ The proposed annual budget is determined by OWVéliceation pattern for the year, where the costerfiice
provision does not go beyond the cost of progratasms and benefits.
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2.1.6 Philippine Health Insurance Corporation (PhilHealth)
(1) Legislation

Since its inception in 1972 by virtue of the Plplipe Medical Care Act of 1969, the SSS and
GSIS have administered the Medicare Program far teepective members. With the passage
of the National Health Insurance Act (or Republict No. 7875) on 14 February 1995, the
Philippine Health Insurance Corporation (PhilHeglvas formed to serve as the sole entity
responsible for the implementation of the countiyational Health Insurance Program (NHIP).
Thus, from 1997 to 1999, Medicare components of 888 GSIS’ operations were transferred
to the PhilHealth as mandated by law.

The NHIP aims to provide health insurance coveegkensure affordable, acceptable, available
and accessible health care services for all Fibipin

(i) Coverage

The PhilHealth covers the entire population under NHIP, in keeping with the principles of
universality and compulsory membership. The lawecdally calls for a phased-in
implementation of the program over a period ofmote than 15 years.

All employed persons (i.e., SSS and GSIS membeng) their qualified dependents are
automatically enrolled in the PhilHealth. Indigdamilies'®, who are eligible to benefits from
health insurance plans initiated by local governmamts (LGUs), are given free Medicare
access on a yearly basis. Under this IndigentpenSored Program, the PhilHealth forges ties
with LGUs, legislators and private donors for timahcing of health insurance premiums of the
targeted marginalized group.

Self-employed persons migrant workers, individuate are separated from employment but
intend to continue membership, parents, childresharemployed persons who are not qualified
as legal dependents, indigents or retirees/pensipard Filipinos residing in other countries are
also protected by the PhilHealth under its Indiaithy Paying Program (IPP). These members
voluntarily pay the required premiums in full.

On the other hand, SSS and GSIS retirees and mendioenjoy lifetime coverage on a non-
paying basis (i.e., exempted from payment of premsiu

39 |ssuance of Administrative Order No. 277, dated@8e 1995, gave priority to the poorest 25% ofptbyulation

to be covered by social health insurance withie frears.

“0 These are families who have no visible meansairite or whose income is insufficient for the sulesise of the
family based on specific criteria set by the Phdide

“1 These are members who have reached the retireagenand paid at least 120 monthly contributions] an
pensioners, including permanent disability and iswrghip, prior to effectivity of the law on 4 Mdrd 995.
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(i)  Benefits

Qualifying conditions. The PhilHealth ensures access to medical carefibeito a member
who has paid premiums for at least three monthkimvihe six-month period immediately prior
to the day of his/her dependents’ confinement ailanent.

For IPP members, payment of one quarter immedigtedgeding the quarter of contingency is
required. Moreover, confinement in an accreditedlth facility due to an illness or injury
necessitating hospitalization or medical treatmmanst not be less than 24 holirsprovided
further that the allowance for room and board hadeen exhausted.

Benefit package. The PhilHealth grants members the following itigy& hospital care benefits
through subsidies: (1) room and board fees; (2)aijmg) room charges; (3) service fees of health
care professionals; (4) diagnostic, laboratory, atmr medical examination services; (5) use of
surgical or medical equipment and facilities; (6ggeription drugs and biologicals; and (7) in-
patient education packages.

Table 2.1.6a: PhilHealth Hospital Care Benefit&hille (effective January 2007)*
LEVELS 3 & 4 HOSPITALS (TERTIARY)

Benefit Item Case Type
A B C D
Room & Board 400/day 400/day 400/day 1,035/day
Drugs & Medicines 3,000 9,000 16,000 35,655
X-ray, Lab & Others 1,700 4,000 14,000 29,430
Operating Room RVU 30 & below | RVU 81 to 200 =| RVU 201 to 500 = RVU 501 &
=1,060; 3,490 3,490 above =
RVU 31 to 80 = 10,470
1,350
Professional Fees:
General Practitioner 150/day 150/day 150/day 315/day
Max. of 600 Max. of 900 Max. of 900 Max. of 2,430
Specialist 250/day 250/day 250/day 450/day
Max. of 1,000 Max. of 1,500 Max. of 2,500 Max. of 4,050
Surgeon 40/Relative Value Unit (RVU) 120/RVU
Maximum of 16,000 Max. of 47,790
Anesthesiologist 30% of Surgeon'’s fee 30% Surgeon’s fep
Maximum of 5,000 Max. of 14,355
Benefit Item Case Type
A B C D
Room & Board 300/day 300/day 300/day 660/day
Drugs & Medicines 1,700 4,000 8,000 19,725
X-ray, Lab & Others 850 2,000 4,000 10,215
Operating Room RVU 30 & below | RVU 81 to 200 =| RVU 201 to 500 = RVU 501 &
=670; 2,160 2,160 above = 6,480
RVU 31 to 80 =
1,140
Professional Fees:

“2 Confinements for less than 24 hours may also ikqrathe following conditions: (1) the case waseamergency;
(2) the patient was transferred to another health tacility; or (3) the patient expired during pitalization.
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Maximum of 16,000

General Practitioner 150/day 150/day 150/day 315/day
Max. of 600 Max. of 900 Max. of 900 Max. of 2,430

Specialist 250/day 250/day 250/day 450/day
Max. of 1,000 Max. of 1,500 Max. of 2,500 Max. of 4,050

Surgeon 40/Relative Value Unit (RVU) 120/RVU

Max. of 47,790

Anesthesiologist

30% of Surgeon’s fee
Maximum of 5,000

30% Surgeon’s fe
Max. of 14,355

LEVEL 1 HOSPITALS (PRIMARY)

e

Benefit Item Case Type
A B
Room & Board 200/day 200/day
Drugs & Medicines 1,500 2,500
X-ray, Lab & Others 350 700
Professional Fees:
General Practitioner 150/day 150/day
Max. of 600 Max. of 900
Specialist 250/day 250/day
Max. of 1,000 Max. of 1,500

Minor surgical operations are covered up to 1,20@Pirofessional Fees and 385 for Operating Room
* Per single period of confinement/availment

Room and board utilization is up to a maximum ofdéys for members and a separate 45-day
allowance for all qualified dependefits Any unused portion in a given year will not keeréed
over to the succeeding year. The amount of benefibased on the degree of complexity of
surgical cases, evaluated as per the Relative \@ta¢e. For portability of benefits, members
are free to choose from accredited hospitals araimed country for any required medical
treatment and/or confineméht

Outpatient care benefits, such as general consultainedical examination services, personal
preventive services, and prescription drugs antbgicals, as well as emergency and transfer
services, are also available to PhilHealth memb&ase-day room and board will be deducted
from the 45-day allowance for every outpatient gaigprocedure.

The NHIP also incorporates the following specehéfit packages:

Maternity care packade The package covers the first two normal spontaseteliveries,
including pre-natal services, delivery, newborne¢camnd post-natal consultations, performed in
accredited hospitals, lying-in clinics, maternitydaambulatory clinics, and rural health units.
The scheme grants a case rate4bB0 to be divided between the health care prioieasand

*3 The following dependents are covered provided that member’'s premium remittances are kept updated:
(1) legitimate spouse who is not a member; (2) ddpst children below 21 years old, unmarried aneihyployed,
whether or not illegitimate, legitimated or adopt€8) children 21 years old and above but sufferfrgm
congenital disability, either physical or mental,amy acquired disability that renders them totdiypendent on the
member for support; and (4) dependent parents &sy#d and above who are non-members.

*4 For confinement in a non-accredited facility, bteemay also be paid on the following conditiof) the case
was an emergency; (2) the hospital or clinic isred by the Department of Health; and/or (3) i whysically
impossible for the patient to be transferred t@eeredited facility.

%> To avail of PhilHealth’s maternity care packadef Imembers must contribute for at least nine mouithén the
immediate 12-month period prior to delivery.
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the accredited hospital witl/200 and-B,500 shares, respectively. If the delivery wasedm
a non-hospital health facility, the entire rat@ayable to the accredited health care provider.

Outpatient Tuberculosis (TB) pack&te Treatment of new cases of pulmonary and extra-
pulmonary TB in children and adults are providesbtigh Directly Observed Treatment Short-
course (DOTS). This comprises of routine laboratests, professional fees and anti-TB drugs.
A flat rate of-P,000 per case is paid to accredited DOTS facility.

Overseas Workers Program. The PhilHealth program for overseas Filipino wayskprovides
coverage also to the members of the worker’'s imatediamily, as follows: (1) Legal spouse
who is not a covered member of PhilHealth; (2) @eh under age 21 who are single and
unemployed; and (3) worker’s parents who are agar@Dabove and who are not members of
PhilHealth. Benefits under the Overseas Workemyam include out-patient and in-patient
care as well as special benefit packages for matecare and treatments for tuberculosis,
SARS, and Bird Flu virus.

Sponsored Program. Specifically for the poor constituents of LGUstlall under the Indigent
or Sponsored Program, the PhilHealth provides beiemum health coverage for free or at
subsidized rates. The same benefits enjoyed aeBhilHealth members are offered, but only
with respect to in-patient care services, which t&nobtained at any accredited hospital.
Indigent members may take advantage of outpati@mefit plans, consisting of primary
consultations and preventive care services, ded/énrough designated accredited rural health
centers.

Program beneficiariés are means-tested for their socio-economic staigh the Minimum
Basic Needs (MBN) Approach Sun/8y This is conducted by LGUs through the local Sbci
Welfare and Development Office, often with assiseafrom the provincial or municipal health
offices and local community organizations.

Once selected, indigent member-households havessatoahe program for one full year. The
LGU, however, is permitted to make member replacegsmduring the year, as certified by the
local Social Welfare and Development Office. Upteath of a member, dependents are still
entitled to benefits for the unexpired portion of’erage.

Excluded personal health services. Members’ expenses for the following medical sased
procedures are non-compensable under the NHIRoutpatient psychotherapy and counseling
for mental disorders; (2) home and rehabilitatierviees; (3) normal obstetrical delivery, except
for the first two normal spontaneous deliverie9;n{@n-prescription drugs and devices; (5) drug
and alcohol dependency treatment; (5) cosmeticesyrd6) optometry services; and (7) other
cost-ineffective procedures. After the conduct awtuarial studies, the PhilHealth may
recommend the inclusion of these personal healthces in its benefit package.

“6 Sponsored, non-paying and select IPP members mai} at the DOTS center upon effectivity of mendfep, as
stated in their health insurance ID cards or elligyjtcertificates.

*" Executive Order No. 276 signed on 29 January 286dred the identification of indigent familiestgating the
enrollment of a total of five million indigents uedthe enhanced Greater Medicare Access Program.

“8 This is a survey to determine whether or not tileWing basic needs are met: (1) survival (i.ealth, food and
nutrition, clothing, water and sanitation); (2) gety (i.e., income and livelihood, shelter, peae order, and
public safety); and (3) enabling (i.e., basic edioceand literacy, family care, psycho-social canagl participation).
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Quality assurance.Health care providers, in turn, are obliged totipgrate in programs of
quality assurance, which involves utilization reviand technology assessment, among others.
The overriding objective is to guarantee the gualithealth service delivery and the uniformity
in health care standards throughout the countrggufsition and use of scarce and expensive
technologies, as well as the procedural performamcedrug administration, must be consistent
with actual needs and accepted norms of medicatipeaand ethics, and respectful of local
culture.

(iv)  Financing and Financial Operations

As stipulated in R.A. 7875, a National Health Irswe Fund is created to finance all liabilities
associated with the extension of benefit entitletmemder the NHIP to the enrolled population,
including direct disbursements, administrative soashd provision of adequate reserves. It
consists of contributions from members, currentibeds of the health insurance funds of the
SSS and GSIS collected under the former MedicamgrBm, subsidies earmarked by the
national and local governments, appropriations fratimer mandated souré&sdonations and
grants-in-aid, and all accruals thereof.

The PhilHealth is also directed to set aside aigomf its accumulated revenues not needed to
meet the cost of the current year's expenditureesearve funds, but not more than the amount
actuarially projected for two years’ worth of pragr expenditures. Whenever actual reserves
surpasses the maximum limit at the end of Philtésaltiscal year, either benefit levels are
increased or member contributions are decreasegigwsively until the adjusted pay-outs or
receipts satisfy the said requirement. The PhiliHeavests such portion of reserve funds not
needed for current expenditure obligations.

In order to carry out its mandate of universal treahsurance coverage by year 2010, the
PhilHealth employs the capitation payment mechan(@mRM). This is an alternative way of
compensating accredited providers for health sesviendered to beneficiaries enrolled in
PhilHealth’'s Sponsored Program. The aim is toasndbcal government’s role in delivering
basic health and medical care at the communityl.leVaus, exploring more effective and cost-
efficient methods of financing priority public h&alprograms enables government to focus on
the preventive aspect of health care and the ingment of health systems, rather than investing
in more expensive curative services.

With the CPM, LGUs pay for each constituent indigéamily the amount specified in the
schedule of LGU premium contributions, in additimnthe national level counterpart funding
through the PhilHealth. Capitation amounts-839®, representing 25% of premiums per indigent
member-household per year. The contribution sirecis based on the LGU’s capacity to

“9 This includes appropriation of 25% of the incretriertotal revenue collected under R.A. 7654 plustaer 25%
from the increase in documentary stamp taxes uRd®r7660, solely for the National Health Insurakesnd.
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shoulder cost§, according to the income classification set by Erepartment of Interior and
Local Government.

Table 2.1.6b: Classification of LGU Contributionder PhilHealth’'s Sponsored Program

LGU Income LGU Contribution Share NG Counterpart
Category (Percent of Premium) (Percent of Premium)
1st to 3rd class LGU 50% 50%
4th to 6th class LGU
1st and 2nd year of implementation 10% 90%
3rd year of implementation 20% 80%
4th year of implementation 30% 70%
5th year of implementation 40% 60%
6th year of implementation 50% 50%

Contributions. Formal sector employees and their employers, eamlmrs of the former
Medicare Program administered by the SSS and G&i§, required to continue paying
contributions for health insurance coverage, atralined rate of 2.5% of monthly salary, to be
shared equally. Self-employed members bear theearust, based primarily on their estimated
actual net earnings. The income ceiling is se®34,000 a month, representing a maximum
monthly contribution amount ef/0. Premiums made in behalf of indigent membarstmot
exceed the minimum contributions for employed aglieamployed members.

Employers are responsible for deducting the comtioin share of employees from their monthly
compensation and remitting total payments to thiédHehlth. A penalty of not less tharbB0
but not more than-P000 for each covered employee-member will be sedofor failure or
refusal to comply. In the case of self-employedners, the same fine is meted out.

PhilHealth also accepts fixed monthly contributad®100 for IPP members, payable either on a
guarterly, semi-annual or annual basis. The premis fixed because there is no regular
monthly compensation to which the contribution reé® be applied, and since majority of the
target clientele of this NHIP component belongthtodisadvantaged sectors.

For the Overseas Workers Program, annual premiymeat is P900.

Investments. The PhilHealth is authorized to invest surplusdsi to earn an average annual
income at prevailing rates of interest. Two typésnvestment portfolio are being managed,
short-term and long-term. Short-term investmentaprise of marketable securities in the form
of Treasury bills and special savings depositsamelstic banks that are normally placed for a
period of 360 days. Considered as long-term imuest instruments are Treasury bonds, shares
of preferred stocks of any solvent corporation mstitution, and interest-bearing loans. In
consideration of its liquidity requirements, theilARalth maintains around 80% of its
investments in short-term instruments.

*0 private individuals or entities may participatettie Sponsored Program by taking on the contributioligation
of LGU for the indigent member-household. Thesensprships are considered as donations and theifully
deductible from their taxable income.
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Benefit payment. The total amount of benefits availed by a memierhis/her qualified
dependents is automatically deducted from actuapitel charges and professional fees, upon
submission of supporting documents to the billiagt®n prior to discharge.

As a matter of policy, the PhilHealth does not wlldirect reimbursement of benefits to a
member, except for the following cases: (1) fullyp@&nt to the hospital and health care
professional has been made because of failurebimisulocumentary requirements; (2) he/she is
confined abroatt; and (3) the reimbursement is for medicines aheminedical supplies bought
and used within the confinement period and supddeofficial receipts.

In paying for benefits and services of public angaie providers, including health maintenance
organizations (HMOs), medical cooperatives andratiealth service groups, the Philhealth may
use the fee-for-serviceand/or capitatiol disbursement mechanisms. Special consideration is
given to payment for services of health care prerddin remote or medically lacking areas.
However, the PhilHealth, through contracts with Iteaare providers, puts up safeguards
against over and under utilization of services,cpdures and prescriptions, and inappropriate
referral practices. In case of claims deemed tbote false or incorrect information, the
PhilHealth may deny or reduce benefit payment.

Operating expenses.The PhilHealth may charge various funds undecatgrol for the costs of
administering the NHIP. Total annual operatiorrad administrative expenses must not exceed
12% of total contributions, including governmentosidies, and 3% of investment earnings
collected during the immediate previous year.

(v)  Administration

PhilHealth is governed by a Board of Directors,hwiite following ex-officio members: (1) the
Secretary of Health as Chairman; (2) the PhilHed&tlesident as Vice Chairman; (3) the
Secretary of Labor and Employment; (4) the Secyatainterior and Local Government; (5) the
Secretary of Social Welfare and Development; (8)3%S President and CEO; and (7) the GSIS
President and General Manager. There are alsalBepresentatives each from the labor sector,
employers’ group, self-employed sector and headtie providers. Directors have a term of four
years each, renewable for a maximum of two yeaxsepm for those whose terms are co-
terminous with their respective positions in goveemt. The PhilHealth President, however, is
appointed for a fixed, non-renewable term of siarge

PhilHealth’s main mandate is to ensure the soundiradtration of the NHIP through the
adoption of an integrated and comprehensive apprttabealth development, which endeavors
to make essential health, medical, and other samalices available to all members of
Philippine society at affordable cost.

*1 For confinements abroad, the member is requireslibomit official receipt of payment or statementagtount,

and certification of attending physician as to freal diagnosis, period of confinement and servicesdered.
Benefit rates for accredited tertiary hospitalshia Philippines will be used in computing the reimgable amount.

2 Fee-for-service payments may be made separatelyhdspital charges and professional fees based on
arrangements with health care providers. Publailifies are allowed to retain charges for use gfraying
operating costs other than salaries to maintaimagegequipment and amenities and improve qualigeofice.

%3 This is done according to rates of capitation payts as detailed in the guidelines issued by tfilel4th.
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Among PhilHealth’s administrative functions is tetekmine requirements and issue guidelines
for the accreditation of public and private healtbvider organizations for the provision of the
basic minimum service package. Consequently, thiél®alth is tasked to create and authorize
local health insurance offic¥sto negotiate and enter into contracts with thesalth care
providers. It has already established 15 offisgsated in every region in the Philippines. Each
regional office has under it service offices andv/ise desks that cater to the specific needs of
provinces and chartered cities within its areaunisgiction. To date, there are 66 PhilHealth
service offices and service desks nationwide. tABse representative offices assume the
responsibility of LGU coordination, member regitiba and contribution collection, among
others.

2.1.7 Social Security System (SSS)
(1) Legislation

The Social Security System (SSS) was founded opptegber 1957 following the passage of
Republic Act No. 1161 or the Social Security Actl®b4. Its mandate is to provide meaningful
protection to members and their beneficiaries ajdime hazards of old age, disability, death,
sickness, maternity and other contingencies regulin loss of income or financial burden,
through a sound and viable tax-exempt social sgcsystem, for the promotion of social justice.

Various amendments to the SSS Charter were madadihrexecutive orders and Presidential
decrees, particularly pertaining to expansion ofecage and enhancement of benefits. The
latest amendments came in May 1997 with the enanttofeR.A. 8282, otherwise known as the

New Social Security Law, which provided for benefihhancements, expanded coverage,
condonation of penalties on delinquent contribwgjostiffer penalties for non-compliance, and

broadened investment alternatives.

(i) Coverage

Coverage under the SSS is compulsory for all engpboyn the private sector and their
employees who are not over 60 years of age, whetitleipermanent or provisional employment
status, including domestic helpers earning at |8ag200 a month. All self-employed persons
are also subject to mandatory coverage under tigailReSelf Employed Program for artists,
entertainers, proprietors and professionals, aadetkpanded Self Employed Program for those
with monthly earnings of at leastif200 regardless of trade, business or occupatichyding
informal sector workers. Farmers and fishermeniegrat least-P,500 also fall under the self-
employed category.

Filipinos recruited by foreign-based employers Wark abroad, SSS members separated from
employment or ceased to be self-employed but wantentinue paying contributions, and non-
working spouses of SSS members (i.e., spouses edmta full time to managing the household
and family affairs) are covered on a voluntary asVoluntary coverage is also available for

** These offices have recently been transformedPhitHealth regional offices.
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locals serving at foreign governments or intermatloorganizations in the Philippines through
administrative arrangements.

When a person registers for SSS coverage in angcitgp either as a salaried employee-
member, self-employed member or voluntary membafishe becomes a member for life and is
entitled to the benefits, privileges and services/ggled by the SSS for as long as the qualifying
conditions are met.

The coverage of the SSS expanded gradually sisagaeaeption. In fact, immediately after its
program started in 1957, coverage was extended #amployers with 100 employees, as
provided for in the 1954 Charter, to those witHeaist 50 employees. Below is the history of
expansion of the program, where it should be ntiatformal self-employed persons started to
be covered in 1980 or 23 years after program imefgation in 1957, while the informal self-
employed came in only in 1992.

Table 2.1.7: History of SSS Coverage Expansion

Year Coverage Type
1954 All employers in private business with at 830 employees Compulsory
1957 Employers with 50 or more employees Compulsory
1958 Employers with at least six employees Compulso
1960 Employers with at least one employee Compuylsor
1963 Local employees of diplomatic/foreign missionghe Philippines Voluntary
1973 Filipinos recruited by foreign-based employers Voluntary
1980 Self-employed professionals Compulsory
1992 Self-employed farmers and fishermen Compulsory
1993 Domestic helpers Compulsory
1995 Overseas contract workers Voluntary
Separated SSS members Voluntary
Non-working spouses Voluntary
Informal sector workers Compulsory
1997 Agricultural workers not paid any regular daily veag Compulsory
Parents employed by children and minors employepagnts

The SSS has a total of 24 million members, arouitd 8f which are employed members while
the rest are self-employed and voluntary members.

(i)  Benefits

Old age. SSS’ retirement benefits are paid in the forneitfer a monthly pension or lump sum.

If a member has reached 60 years old, is sepafiatiedemployment or has ceased to be self-
employed, and has paid at least 120 monthly carttdbs prior to the semester of retirement,
he/she will be eligible for monthly pension undére toptional retirement scheme. For

compulsory retirement, a member must have attaithed age of 65, and contributed for

120 months before the semester of retireffient

%5 In the case of an SSS member who is an undergrmineworker for at least five years, either contins or
accumulated, and whose actual date of retirementtigarlier than March 1998, optional retiremerati age 55 and
compulsory retirement is at age 60.
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An SSS retiree is entitled to monthly pension fed@ng as he/she lives. However, granting of
monthly pension to an SSS retiree below 65 yeaiswoll be suspended if he/she becomes
gainfully re-employed or resumes self-employmemoruwhich mandatory coverage is again

subjected until his/her compulsory retirement. $%3nbers who reach retirement age but are
ineligible for pension are given a lump-sum amoeual to total contributions paid on his/her

behalf plus interest earned.

The lifetime basic monthly pension (BMP) of a reéiis computed as the sum of: {BPB; (2)
20% of the average monthly salary credit (AMZCand (3) 2% of the AMSC for each credited
year of service (CYSJin excess of 10 years. This is subject to thiefdhg minimum amount,
whichever is higher: (1) 40% of the AMSC; or (2),200 if the member has at least 10 but less
than 20 CYS, orP,400 if the member has at least 20 CYS.

In addition, a retiree receives a™3nonth pension, payable every December. Monthly
dependents’ pension equal to 10% of the BMP, withrhinimum set atZ50, is also given to

each minor child conceived on or before the datetifement, but not exceeding five, beginning
with the youngest and without substitution. Thid atop when the child reaches 21 years of
age, marries, obtains employment and earns atf886ta month, or dies. However, pension is
granted for life to dependent children who are ®wears old, provided they are incapacitated
and incapable of self-support due to mental defexitis congenital or acquired during minority.

Old-age pensioners are given the option to rec#ieefirst 18 months’ pension, excluding
dependents’ and f3amonth pensions, in lump sum, discounted at a peefil rate of interest as
determined by the SSS. This option is exercisethattime of filing of retirement claim.
Payment of pension resumes on th8 a®nth.

Upon death of an old-age pensioner, his/her prirbangficiaries will receive 100% of the BMP,
including dependents’ pension. If the pensionerossurvived by primary beneficiaries, his/her
secondary beneficiaries will receive a lump-sum @amcequal to the total monthly pensions
corresponding to the balance of the five-year guael benefit period, excluding the dependents’
pension.

Disability. SSS’ new disability program adopts the World Ite&rganization’s definition that
deems disability as any restriction or lack of ipidlue to impairment to perform an activity in
the manner or within the range considered normaafouman being. Implementing the revised
manual of disability assessmehtthis program aims to ensure that the right casmefit for
disability is paid to truly deserving members.

* This is equal to the sum of monthly salary cre@i#SCs) over the 60-month period immediately prémgdhe

semester of contingency divided by 60, or the sdirallomonthly salary credits over the full membeépsperiod

divided by the number of calendar months of covenggto the semester of contingency, whicheveigisen.

" This is equal to the sum of the following: (1) ren of calendar years from year of coverage dateu984,
regardless of the actual number of contributior®y; fumber of calendar years in which six or morenthly

contributions have been paid in 1985 to 2001; &)dimber of months with contributions paid divided12, from

2002 onwards.

*8 Besides espousal of the WHO definition, this idelsithe adoption of the International StatistidalSification of
Diseases and Related Health problems Codes (ICPrigjical and functional assessments, and annsessment
of all pensioners except for those with scheduledillities stated under the SS Law.
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An SSS member who suffers from partial or totalbikty will qualify for cash benefits if
he/she has paid at least one month of contributidiowever, the lifetime monthly pension is
provided only in the case of permanent total diggbf for those who have at least 36 monthly
contributions prior to the semester of disabilitfror SSS members with permanent partial
disability®®, pensions are limited to a certain number of merdepending on the degree of
disability designated by law.

Benefits are also given in lump sum to a disablesnimer who does not have the required 36
monthly contributions. For permanent total disépithe lump-sum benefit is equal to the BMP
times the number of monthly contributions, or BMighds 12, whichever is higher. For
permanent partial disability, it is equal to the BNImes the percentage of disability in relation
to the whole body, or BMP times 12, whichever ighair.

The manner of BMP computation is the same as inraghl including 1% month and
dependents’ pensions, but with the following gutgad minimum: (1)-P,000 for those with
less than 10 CYS; (2)1F200 if with at least 10 CYS but less than 20 C4¥6d (3)-2,400 if
with more than 20 CYS. A monthly supplementalaloce of-B00 is also given as financial
assistance in defraying member’s expenses dusabitty.

Benefit provision will be suspended upon resumptioh gainful employment or self-
employment, recovery from disability, or failure wadergo annual physical exam. Pensions for
partial disability will also cease in the eventetirement or death. On the other hand, whenah tot
disability pensioner dies, his/her primary benefieis will be entitled to 100% of the BMP plus
dependents’ pension. If he/she dies within then@®th period from the start of pension and has
no primary beneficiaries, the SSS will pay the seleoy beneficiaries a lump-sum amount equal
to the difference between 60 times the monthly jpenand the total monthly pensions already
paid, excluding dependents’ pension.

Death. If a deceased SSS member has at least 36 mamaisibutions prior to the semester of
death, his/her primary beneficiaries will be ellgitbor monthly pension. The BMP is the same
as in old-age, including the 3nonth and dependents’ pensions, while the guadntenimum

is the same as in disability. In the absence iofigny beneficiaries, secondary beneficiaries will
get a lump-sum amount equal to 36 times the BMBrbehe semester of death. Beneficiaries,
either primary or secondary, of a deceased memherhas not paid the required contributions
are also entitled to lump-sum benefits equal to BMP times the number of monthly
contributions, or BMP times 12, whichever is higher

Primary beneficiaries of a member are his/her dépenspouse, until he/she remarries, and
dependent legitimate, legitimated, legally adoptad illegitimate children. Secondary

* These are injuries resulting in complete lossightsof both eyes, loss of two limbs at or above #nkle or
wrists, permanent complete paralysis of two lintlrgjn injury causing insanity, and other casesedsrchined and
approved by the SSS.

® These are injuries resulting in complete and peenaloss or use of any of the following partstaf body: one
thumb, one index finger, one middle finger, ongriimger, one little finger, hearing of one earboth ears, sight of
one eye, one big toe, one hand, one arm, onedoetleg, and one ear or both ears.
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beneficiaries are dependent parents, or in theierade, other persons designated by the member
in his/her membership records.

A funeral grant of up te-#0,000 is reimbursed to whoever shouldered theabaripenses of a
deceased member or pensioner. As an option, thdyfaf the deceased may avail of the
Memorial Service Assistance Program in lieu of tash benefit. This is a memorial service
package worth-#0,000 offered by SSS-accredited life plan commaniBrimary or secondary
beneficiaries of a deceased member, who has beeorted for coverage but with no
contribution, are qualified for the funeral beneinly.

Sickness. SSS’ sickness benefit is in the form of dailylcalowance for the number of days in
which a member (i.e., excluding pensioners) is lmab work due to illness or injury. As
conditions for benefit eligibility, he/she: (1) ntusave contributed for at least three months
within the 12-month period immediately preceding tbemester of sickness; (2) has been
confined either in the hospital or at home foreatst four days; (3) has used up all company sick
leaves with pay for the current year; and (4) hatfiad his/her employer or the SSS in the case
of self-employed and voluntary members.

For hospitalization, the claim for sickness besefitust be filed within one year from the last
day of confinement. Failure to submit requiremenitfin the prescriptive period will result in
the denial of the claim.

The daily sickness allowance is equal to 90% of miember’'s average daily salary credit
(ADSC)*, payable for a maximum of 120 days in one calegdar, but not exceeding 240 days
for the same illness or injury.

Maternity. The SSS also provides benefits to a female memvheris unable to work due to
childbirth or miscarriage. She may avail of thiaternity benefit if she has at least three
monthly contributions within the 12-month period nmediately preceding the semester of
contingency, and has given the required notificatdd her pregnancy, including the probable
date of childbirth, to her employer or the SSS he tase of self-employed and voluntary
members.

The maternity benefit is a daily cash allowanceagt 100% of the member’'s ADSC multiplied
by the number of compensable days, 78 days foracaesdelivery and 60 days for normal
delivery or miscarriage. A female member is elgilbo receive benefits for the first four
deliveries or miscarriages.

(iv)  Financing and Financial Operations
Funding for the defined-benefit social insurancegpam of the SSS is sourced exclusively from

member contributions and investment earnings. Mdi®nal government does not provide any
form of subsidy or budgetary suppBrt

®1 This is equal to the sum of the six highest mongalary credits (MSCs) in the 12-month period irdiately
prior to semester of contingency divided by 180.

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 56



The SSS employs the partial advance-funding methpegifically the scaled premium system,
in financing its old-age, disability and death bigse Under this system, the rate of contribution
is fixed at a certain percentage of wages so #uaipts can match payments over a given period,
such as 20 or 30 years. When current resourcasodanger sufficient to account for costs, the
rate is brought up to a level sufficient for anatkequilibrium phase. On the other hand, short-
term benefits, like sickness, maternity, and fuhena financed on a pay-as-you-go basis.

All revenues of the SSS that are not needed faentioperational and administrative expenses
go to a Reserve Fund, which is intended to coverfuture benefit payment liabilities. Such
portion of the SSS Fund not needed to meet cutvenefit obligations is invested, thereby
allowing a gradual but reasonable build-up of resgessential in the fulfillment of its long-term
financing requirements.

Conceptually, there will come a time when disbursets will exceed collections. Thus, the
scheme calls for the accumulation and investmemésdrves, together with projected increases
in the rate of contribution, so that the presemplsis can compensate for future deficits.

In assessing its future financial condition, theSS%es the full projection valuation method.
Matching inflow (i.e., contributions and investmesdrnings) and outflow (i.e., benefits and
operating expenses) projections, this method gteseem estimate of the number of years before
the SSS Fund levels off and gets exhausted.

Actuarial valuation studié® make use of established database on current mehipeand
revenue performance, anchoring growth prospectfuture labor and demographic trends as
well as the inflationary path of the domestic eaqogo Projections are prepared under alternative
sets of assumptions to signify the range withincktthe future status of the SSS Fund may be
expected to ensue. This enables the SSS to mamédong-run tendency of the Fund, and elect
on the time and scope of corrective actions to taairfinancial viability.

There is no automatic indexation of benefits. Atljuents are done on an ad hoc basis in
consideration of price and wage changes, and thlgyabf the SSS Fund to absorb such
increases.

Contributions. The SSS contribution rate is pegged at 10.4% wfoeker's monthly salary
credit (MSC). This is shared by both employer amlployee at 7.07% and 3.33% rates,
respectively, while a self-employed or voluntarymfoer bears the entire amount. The rate is
applied to 29 MSC brackets, from a minimum-af,#00 up to a maximum &f18,000, except
for migrant workers to whom a minimum MSC 65,800 is imposed. Thus, the monthly
contribution per member ranges freth(2 to-F,560.

An employee-member's MSC is based on his/her @tthal remuneration from employment,
plus the mandated cost of living allowance, as aglthe cash value of any remuneration paid in

62 As stipulated in the SSS Charter, the Philippimeegnment guarantees prescribed benefits to menzrets
accepts general responsibility for the solvencthefSSS.
% The SSS requires its Actuarial Department to stlaraaluation report at least every four years.
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kind. For self-employed and voluntary members,gamings declared at the time of registration
serve as the basis for the MSC, but not lower tharprevailing minimum levets

Every employer is required to deduct contributitmosn employee salaries and remit these to the
SSS not later than the "l@ay of each calendar month following the monthvitiich they are
applicable. Self-employed and voluntary membewydver, are provided the option to pay
quarterly for which the deadline is set on thd" Hay of the month following the applicable
guarter. Failure to pay compulsory contributionstione will entail a penalty of 3% per month
from the date the contribution falls due until ksett If a self-employed person does not make
earnings in a particular month, he/she will nobbéged to pay SSS contributions for the period.

The SSS collects contributions through accreditadkb, either over-the-counter or through
electronic data interchange and automatic debéingements, and tellering counters at the SSS
head office and selected branches nationwide.

Investments. The SSS is mandated to exercise the skill, gatelence and diligence imperative
in the management of public funds. In line witk tequirements of safety, yield and liquidity, it
is required to invest funds to earn an annual ireowt less than the average rates of Treasury
Bills or any other acceptable market yield indicato

Under its Charter, the SSS has broader investm&rhatives and more flexibility to boost
possibilities in realizing higher returns for a ided risk level. As part of its investment
operations, the SSS is allowed to appoint localfayeign fund managers to manage its
investments, as it may deem appropriate. Thicp@mpowers the SSS to avail of services of
known experts in the field who can provide bet@ress to lucrative investment opportunities in
global markets.

The institution may invest in any or all of thel@aling, subject to cumulative exposure limits:
(1) private securities, 40%; (2) housing, 35%;rE&l-estate related investments, 30%; (4) short-
term and medium-term member loans, 10%; (5) govemmfinancial institutions and
corporations, 30%; (6) infrastructure projects, 3qQ% any particular industry, 15%; and (8)
foreign-currency denominated investments, 7.5%.

Because of its role as a leading pension funddeweloping country, the SSS allocates some of
its investible funds for long-term financing of ggmment ventures with social substance. It also
offers loan programs, at subsidized rates, to fiedlmembers who are in need of short-term
credit for personal purposes. These, however, rstit be carried out within legislated
investment parameters.

In general, performance of its investment portfoliith respect to income generation, affects the
capacity of the SSS Fund to afford benefit enhamcgsand initiate service improvements, and
the timing of a contribution rate hike.

% Policy proposals to raise the SSS contributioa eatd MSC ceiling are subject to the approval efRhesident of
the Philippines, while raising the MSC floor reqagramendments to the SSS Charter.

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 58



Benefit payment. Employers advance sickness cash allowances tfigd@mployed members
every regular payday, while maternity benefits adganced in full within 30 days of filing the
application. The SSS will reimburse the employporu receipt of satisfactory proof of such
payment and legality thereof. For unemployed,-eeiployed and voluntary members, benefits
are paid directly by the SSS.

A member or beneficiary who is entitled to the nimbypension may choose any bank through
which to receive his/her pension benefits under 888k Remittance Program. After filing the
claim application, he/she must open a single saviagcount, submit the savings account
number, and present his/her passbook for authdéoticpurposes. Once approved, the SSS
mails a notice voucher to the claimant, citing mfation on when to withdraw his/her pensions
from the bank. Monthly pension checks may alsedyg abroad on member’s request, subject to
the approval of the SSS President.

There are also provisions for the portability ofdeterm benefits to countries with which the
Philippines had forged social security bilaterateggnent¥. These include Austria, United
Kingdom and Northern Island, Spain, France, Carsamththe independent province of Quebec,
Switzerland, Belgium, Netherlands, and Korea.

For cases of internal job mobility (i.e., shiftfingorivate-sector to public-sector employment and
vice versa), the SSS and GSIS implement the Linfedability Law (R.A. 7699, enacted on
May 1994), which provides for the totalization obmkers’ creditable services under their
respective social insurance schemes. This enslumeshere is no interruption in coverage, thus
guaranteeing the full enjoyment by workers to thigjhts and privileges. The applicability of
the law, however, is limited to old-age, disabilagd death contingencies, and only to members
who do not qualify for pension benefits under tlagvd of at least one of the Systems.
Computation of benefits is based on pro-rata sgagoch that the amount to be disbursed is in
proportion to contributions paid to each Systemthwoverlapping periods of membership
credited only once.

Operating expenses.As directed by law, disbursement of funds forrafiag expenses of the
SSS, such as personnel salaries and wages, supptiematerials, and office maintenance, is
limited to an annual budget equivalent to 12% aftabutions plus 3% of other revenues. If
actual spending in any given year is less thanntagimum amount allowable, the difference
will not be carried over future years.

(v)  Administration

The Social Security Commission (SSC) is the polr@king body of the SSS, having the
statutory powers to promulgate rules and regulatianorder to carry out the provisions of the
SSS Charter. It is composed of the Secretary bbt.and Employment and the SSS President
and CEO as ex-officio members, and seven appoimigmbers, three of whom are from the
workers’ group, three from the employers’ group ameg from the general public. The six
members representing workers and employers areechivem among the nominees of their
respective organizations. The President of théigpimes appoints directly the representative

% This is discussed in detail in Chapter 4.4.
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from the public, and designates the SSC Chairmam famong its members. The conduct of
overall operations and management of the SSS ied/i@s the SSS President and CEO who is
also appointed by the President of the Philippines.

The SSS employs a workforce consisting of 4,1168q@@arel. About a third are stationed at the
head office, while the rest are detailed nationvétieen hub branch®s 16 processing centéfs
122 receiving cente¥$ and 27 representative offi€8s Representatives are deployed or hired
locally to man 15 extension offices abroad, mogiguated in Philippine embassies and
consulates. This represents SSS’ network of 1¢&l lnd foreign branches.

2.2 Non-contributory schemes
2.2.1 Department of Social Welfare and Development (DSWD)
0] Legislation

A Public Welfare Board was established in 1915, kimgr the first effort of the Philippine
government in social welfare. As the scope of arelfprovision was broadened to include actual
operation of institutions catering to special g@pich as orphans, the elderly and handicapped
individuals, the Board was abolished to give waythe Office of the Public Welfare
Commissioner, which, in turn, was replaced by theeBu of Public Welfare in 1932. On 31
May 1939, Commonwealth Act No. 430 was ratifiedinfing the Department of Health and
Public Welfare, to which the Bureau was eventuattgched.

Following the reorganization after the war thatuitesd in the abolition of the Bureau, the Social
Welfare Administration was created with the isswaié Executive Order No. 396, dated 3
January 1951, to become the lone principal govemi@gency responsible for the country’s first
integrated public welfare program. The passadeepublic Act No. 5416, or the Social Welfare
Law, on 15 May 1968 elevated it into a Departmerdar the executive branch of government
functioning in equal status with other agenciesolmed in social services like health and
education.

In 1976, under Martial Law, the Department of Sbdfdelfare was converted into the
Department of Social Services and Development legiBential Decree No. 994, thus giving it a
more accurate institutional identity in keepingtwits productivity and developmental thrusts.
With the subsequent regime change, another orgamzrestructuring transpired. Under E.O.
123, approved on 30 January 1987, the Departmenbaaial Welfare and Development
(DSWD) was formally instituted.

% A hub branch is equipped with on-line data faieititfor record verification, processing and clasatlement; has
its own administration and accounting sections, arber assistance, field inspectorate and medigalation

units; and can accept direct payments through 8#8ting facility.

7 A PC functions exactly like a hub branch but withthe data center, administration and accountgjans.

% An RC can receive, screen and evaluate registraiil claim applications through its on-line dateilties, but

has to transmit documents to the nearest PC faegring. Some RCs are equipped with tellerinditiasi

% An RO can only receive registration and claim agions, thus acting as a link between the merainer the

nearest full-service branch.
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After the devolution of implementing functions iradic services from national government
agencies to local government units (LGUS), as endobith the Local Government Code of 1991
(R.A. 7160), the DSWD assumed steering roles oityp&brmulation, planning, monitoring, and
technical assistance in the social welfare andldpugent field. In 1998, E.O. 15 was endorsed,
later amended by E.O. 221, thereby redirectingfterations of the DSWD.

The DSWD'’s primary mandate is to implement prograpnsjects and services, with or through
LGUs, non-government organizations and other mesnbecivil society, designed to promote
and improve the living conditions of Filipino indtuals and families who are vulnerable and
disadvantaged by reason of poverty, youth, didgbiliness and old age, or who are victims of
natural calamities, including assistance to cultomaorities to facilitate their social integration

(i) Programs and services

For children in need of welfare protection. Children who are in dire conditions, with

observable evidence of injurious effects, due ® tdmporary or permanent inability of their

parents to provide for basic needs as a resularafng others, extreme poverty, problems in
family relationship and lack of parenting preparati are placed by the DSWD in planned,
alternative support arrangements through adopfioster family care, legal guardianship or
residential care.

There is immediate intervention by the DSWD wheahidd is reported as abandoned, neglected,
physically or sexually abused or exploited, in ordeprevent further maltreatment. Assistance,
through the conduct of therapeutic activities inVi[3 therapy centers, is given to the child to

overcome the trauma of such experiences.

Likewise needing special protection, street chitdi@to 17 years old, whose needs are not, at
the time, adequately met by their biological pasent extended family, are rescued for
temporary transfer in processing care centers,lwhiepares them for referral to other agencies,
if indicated, or return to their families and réelas.

In collaboration with NGOs, the DSWD also extenées/ges to disadvantaged children, aged 17
years or below, who are born from relationshipsveen Filipinos and foreign nationals, in the

form of limited financial assistance, educationaport, legal representation, medical care,
practical skills development, repatriation and/doation.

For youth offenders. There are special DSWD social programs for yooiffienders with
suspended sentence that aim to work on their ritaioin, mostly from drug dependency, their
reintegration in the mainstream of society andftuditation of their access to developmental
opportunities (e.g., scholarships). Residentialvises are also provided to these youth
offenders, including unwed girls.
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Foster care programs are also being administenegdath offenders and other children with
special needs, including street children and cardwith parent/s suffering from AIDS. This
involves identifying and developing foster familtestake on alternative parental care.

For women in especially difficult circumstances.The DSWD responds to the emerging needs
of women in especially difficult circumstances hyabling them to immediately flee high-risk,
violent and/or hazardous situations. One apprdehg used to reach out to these women is
through a hotline dedicated for counseling servicéghis help desk also makes necessary
arrangement for their temporary shelter. Howeteose who do not need to be placed in
substitute homes are assisted by social workerkirwitheir respective communities with
appropriate interventions. Such programs are dedigo improve these women'’s psycho-social
functioning and prepare them for their eventualmeto their families.

There is also a home aide service, a special grigedisadvantaged women, that allow them to
acquire knowledge and skills along home managenearg-giving of children and elderly,
protective behavior and communication or negotratio

For the elderly. Senior citizens centers have been constructedrie sas a venue for the self
and social enhancement of the elderly. Activittesh as recreation, livelihood, personality
development, socialization, formation of associaiand self-help groups, are conducted by the
DSWD to serve the best interests of older personiere are also designated homes for the
elderly in need of residential care services.

For micro-scale enterprises. The DSWD also grants micro-financing loans anthiadsters
enterprise development and self-employment assistanograms. This involves a system of
granting/releasing capital assistance to identibedeficiaries and rollback/settlement of these
loans through their established associations arorgtions.

(i)  Funding

Financing of DSWD'’s social welfare programs andviees is sourced mainly from national
revenues as appropriated yearly by the Congrepposied by grants and donations received in
cash and in kind from local and international éggit These funds are released and transferred to
stakeholders, such as LGUs and NGOs, for the carmduegular and special projects, which are
planned, implemented and monitored in collaboratwth the DSWD.

2.2.2 Philippine Amusement and Gaming Corporation (PAGCOR
(1) Legislation

On 4 January 1977, Presidential Decree No. 106785 wassed, creating the Philippine
Amusement and Gaming Corporation (PAGCOR), andtlshtinereafter, amended by P.D.

1067-B, granting this government-owned and corgllcorporation a 25-year franchise,
renewable for another 25 years, to establish, ¢peand maintain, among others, gambling
casinos in the country. Several other decrees wadreequently promulgated to further regulate
and centralize all games of chance through apmtgpmstitutions. On 11 July 1983, by virtue
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of P.D. No. 1869, all previous decrees were codatéd to reorganize PAGCOR to become
more dynamic and effective in its enforcement.

PAGCOR'’s Charter specifies a three-pronged mandatdollows: (1) to conduct and regulate
all games of chance in the country, particularlgima clubs, and prevent the proliferation of
illegal gaming operations; (2) to tap potential re@s of funds to finance the government’s
infrastructure and socio-civic developmental eS8prand (3) to help boost the growth of the
country's tourism industry.

(i) Programs and services

Government projects. As the primary financing source of the Preside®&ial Fund, the
PAGCOR earmarks funds for the priority socio-prigenf the President related to education, job
generation, upliftment of marginalized sectorsaxfisty and other pro-poor initiatives.

The PAGCOR also implements some of government’'&nirgnfrastructure and socio-civic
projects, among others: (1) provision of regulaweo and water supply to all barangays, in
cooperation with the Manila Waterworks and Seweraggtem, the two water concessionaires,
Manila Water and Maynilad, and the Local Water itiéé Administration; (2) job generation
and support to entrepreneurs through the introdocof alternative sources of income to
barangays, granting of loans to small- and mediim®dsenterprises, and setting up of livelihood
training centers for out-of-school youths, non-wogk mothers and other unemployed
individuals; (3) construction of day care centexshool buildings and information technology
facilities, particularly in lower-class municipadis and provinces in the country; (4) awarding of
scholarships to help fulfill the dream of poor llgserving students to finish high school and
college, mostly in private schools; and (5) emponent of Mindanao through housing and
development programs for rebel returnees, as wedblders and indigenous groups.

Other entities. The PAGCOR is the major benefactor of the Phitipiports Commission, the
body in charge of implementing and improving theurttoy’s national sports development
program, and Philippine sports in general. As masl80% of the funds that the Commission
utilizes to run its operations come directly frone tPAGCOR. The Board of Claims, under the
Department of Justice, which compensates peopleepréo have been unjustly accused and
detained, also gets annual remittances.

PAGCOR'’s funding schedule also includes contrimgido the Barangay Micro Business
Enterprises (BMBE) Development Fund, in accordamite R.A. 9178, otherwise known as the
Barangay Micro Business Enterprises Act of 200his Taw seeks to generate employment and
alleviate poverty by absorbing the country’s infatraconomy into the mainstream and promote
entrepreneurship among Filipinos by encouragingdheation of BMBES.

Aside from being tourist attractions, PAGCOR'’s pasi spawn economic activities that provide
employment and income opportunities in the citiéene they are located. Tourists and patrons
create a multiplier effect benefiting various intties, such as food, health care, transportation,
construction and education. Cities and provincesting PAGCOR’s casinos get monthly
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appropriations for their community development anfilastructure ventures, as well as their
socio-civic and charitable projects.

(i)  Funding

The PAGCOR generates its revenues from its gampeyations, as well as placements in
various short-term securities, such as Treasuris Bihd time deposits, which can be pre-
terminated when necessary, and stock investménis the third largest revenue-generating arm
of the government. After franchise taxes (i.e., 8%fhet winnings) and other duties are paid to
the Bureau of Internal Revenue, its remaining ineasallocated to the government and other
beneficiaries, as prescribed by laws and othemisses. The bulk is remitted to the National
Treasury, representing government’s income share 0% of winnings after franchise tax) and
the qualifying fees collected from casino patronkhis amount, together with the taxes paid,
forms part of the national budget appropriated lyehy the Congress to fund various high-
impact projects and concerns.

2.2.3 Philippine Charity Sweepstakes Office (PCSO)
(1) Legislation

In the early 1930’s, the Philippine government hehepstakes draws under the auspices of the
National Charity Sweepstakes organization, pringddt the benefit of the youth and to support
projects of the anti-tuberculosis society. In Mad®35, Republic Act No. 4130 was ratified to
institutionalize sweepstakes as a venture for mgldip a fund to finance the promotion of
public health and general welfare, thus settingthg Philippine Charity Sweepstakes Office
(PCSO). This new entity was authorized to obtaloaam from the National Treasury for set-up
costs and for printing tickets for the draw, whweas first held on 8 September of the same year.

By virtue of R.A. 1169, the PCSO became the prigcigpovernment agency for raising and
providing funds for social welfare and developmpmgrams for the poorest of the poor in
Philippine society through the conduct of charityespstakes, horse races, lottéflesd other
similar activities. It was identified as a sourfog augmenting current resources of various
institutions and organizations providing publicvsee.

(i) Programs and services

Medical assistance. The Endowment Fund program of the PCSO alloca¢ssurces to
government and private hospitals for providing stasice to indigent patients in need of medical
care, medicines, drugs, medical and surgical seppland diagnostic procedures for the
management and treatment of various illnesses.

Through its individual medical assistance prograhe PCSO issues guarantee letters to
hospitals where charity patients are confined. sTiki a certification stating that the PCSO
assumes the obligation of settling the cost of hakpation, including medicines, supplies and

% In Philippine jurisprudence, lottery is definedaascheme for the distribution of prizes by chame®ng persons
who have paid, or agreed to pay a valuable corgiderfor the chance to obtain a prize.
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diagnostic procedures. On top of this, it alsodumts free medical and dental missions,
including outpatient consultations and medicingsjeu its community outreach programs, held
in depressed areas of the country.

Considering the country’s vulnerability to both rraade and natural calamities and disasters,
the PCSO also included in its funding scheduleagqam that provides medical aid and other
forms of assistance during such incidences.

Health care facilities. The PCSO helps in the upgrading of health cac#itias by providing
financial assistance for the purchase of medicajisal supplies and medical equipment, as well
as for the construction and renovation of devoleed retained hospitals, municipal health
centers, day care centers and private instituiilopgementing welfare programs nationwide.

There is also an ambulance donation program, wfachitates the acquisition of ambulance
units for hospitals, municipal health centers agldted institutions in rural and far-flung areas to
improve their capacity in saving lives during energes.

Regular beneficiaries. PCSO’s monthly and quarterly programs supporhanages and other
charitable institutions which render welfare seegido, among others, children who are either
abandoned or exploited, those who have experienaged forms of abuse, the elderly, and the
physically- and mentally-handicapped.

Mandatory contributions. As stipulated in a special law, the PCSO mustrdmrte funds for
the following government agencies: (1) the PhiligBports Commission; (2) the Commission
on Higher Education; (3) the Comprehensive andghatied Shelter and Urban Development
Financing Program; (4) the Philippine Centenniaim@assion; (5) the National Commission on
Indigenous People; (6) the OWWA; (7) the Departnadnitoreign Affairs; and (8) the Quirino
Memorial Medical Center. It also allocates to logavernment units a five-percent share from
total sales of on-line lottery outlets operatinghiw their jurisdiction, including payment of
documentary stamp tax for the said donation.

(i)  Funding

The PCSO generates its revenues from the saleedpstakes and lotto tickets. The amount of
net receipts is computed as gross receipts lessnmicost, which is subject to a maximum limit
of 2% of gross receipts. In accordance with the&s®BQCharter, for every one-peso revenue,
about 55%, 30% and 15% go to the Prize, Charity@perating Funds, respectivély

The Prize Fund is a trust liability account usedtfe payment of prizes, including owners and
jockeys of racehorses and sellers of winning tiekdiinclaimed prizes or balances are forfeited
and become part of the Charity Fund after one y&ae Charity Fund is also a trust and liability
account used exclusively to finance and supporttihgarograms, medical assistance and
charities of national character, including conttibas to certain programs created as a result of
various legislative enactments. The Operating Hanged to support the day-to-day operating

" Each allocation has its own specific purpose aabe, so that diversion or inter-fund transfersiligal and in
violation of the law.
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and capital expenditures of the PCSO. If ther® limlance on the Operating Fund at the end of
the fiscal year, it will revert to and form parttbe Charity Fund.

The PCSO also engages in health- and welfare-ceiateestments, projects, and activities to
provide for permanent sources of funds for its paiats and services.

(iv)  Administration

A five-member Board of Directors, acting as theigemaking body of the agency, governs the
PCSO. The President of the Philippines appointsnbees of the Board, including the
Chairman. Executive officers of the PCSO are ledthie General Manager, who is appointed by
the PCSO Board and tasked with the administratidgheoday-to-day affairs of the office.

2.2.4 Philippine Veterans Affairs Office (PVAO)
0] Legislation

In 1918, the Philippine Legislature Act No. 2756swatified to become the first legislation on
veterans benefit administration. The Board of Revssfor Veterans, formed on 1 January 1939
with the passage of Commonwealth Act No. 288, Wwaditst agency tasked to grant pensions to
invalids of the past Philippine Revolution.

The Philippine Veterans Administration, under théd@ of the President, was created following
the approval of Presidential Decree No. 1 on 24eeper 1972. During that time, the Veterans
Memorial Hospital, the Veterans Claims Settlemaaff&nd the National Shrines Commission
also operated all under the Department of Nati@etense (DND). Through P.D. 1076, dated
26 January 1977, their various services were cafeged and integrated to be performed by only
one agency under the DND, to be known as the PimigVeterans Affairs Office (PVAO). The
Office is composed of the Veterans Memorial Hodpi@laims and Pensions Branch (thus,
abolishing the Philippine Veterans Administratiorddahe Veterans Claims Settlement Staff) and
the Military Shrines Services (thus, abolishing Heional Shrines Commission).

There were two amendments to the law, RepublicMaxt6948 (9 April 1990) and No. 7696 (9
April 1994), that ordered the standardization apgrading of benefits provided by the PVAO.

The PVAO was constituted to perform the followingétions: (1) administration of benefits to
veterans and their beneficiaries; (2) provisiomaidical care and treatment of veterans; and (3)
development and maintenance of military memoriaisl dattle monuments proclaimed as
national shrines.

(i) Coverage

As stipulated in PVAQO’s Charter, a veteran is aeyspn who has rendered military service in
the land, sea or air forces of the Philippinesmiythe revolution against Spain, the Philippine-
American War and World War Il, including the followg individuals with corresponding
services: (1) Filipino citizens in the Allied Fosca Philippine territory; (2) foreign nationals in
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the Philippine Forces, the Korean Campaign, thetnd®m Campaign, the Anti-Dissidence
Campaign, or other wars and military campaigns; @)d-ilipino citizens in the Armed Forces
of the Philippines (AFP) who has been honorablglthsged or separated, with at least six years
cumulative active service, or has died or beconsalded due to injury, sickness or disease
incurred in the line of duty.
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(i)  Programs and services

Old-age. Monthly pensions are granted to veterans whooargears old and above, provided
that he/she is not receiving similar benefits frother government funds or the United States
government for the same consideration. PVAQO’s migripension rates are as follows: (50®

if retired between April 1990 to April 1994; (200 if retired from April 1994 to December
1994; and (3)-P,500 if retired beginning January 1995, with yganicreases amounting to at
least-F’500 until it reaches32000.

Death. If a veteran died between 9 April 1990 and 9 Ap#i94 before reaching the retirement
age of 65, his spouse will be entitled to the miyngiension also on her B%irthday or 9 April
1994, whichever is earlier. If the death occuraéér the veteran’s 6bbirthday, the effectivity

of pension payments will be on the contingency datg not earlier than 9 April 1990. Each
dependent child of a deceased veteran also getdesogntal pension. The grant will be
terminated if the surviving spouse is remarried #dnithe child has turned 18 years old or is
married. In the absence of primary beneficiartes, parents may receive the death benefits.
This is also provided that the beneficiaries, eifr@nary or secondary, are not receiving similar
benefits from other government funds or the Unit8thtes government for the same
consideration.

The prescribed pension rate for the surviving spagd500 and-R50 for each child or parent,
from 9 April 1990 to 9 April 1994, and a flat raa&P1,000 for all, starting 9 April 1994.

The PVAO also provides burial assistance-d®B00 to the next of kin of deceased veterans, to
be paid to whoever defrayed the funeral expenggsplication for the funeral grant must be
filed within two years from contingency date.

Disability. A veteran who is disabled owing to sickness,alisewounds or injuries sustained in
line of duty receives disability pension from théAD, provided that he is not receiving similar
benefits from other government funds or the Unit8thtes government for the same
consideration. The monthly pension amount depemdthe extent of disability, ranging from
P1,000 if with 30% rating and1IP700 plus-BOO0 for the spouse aneb®0 for each unmarried
minor child if totally disabled. Upon reaching thge of 70 years, a veteran, with or without a
service-related disability, is deemed totally dledb and will also be eligible to the
corresponding monthly pension.

The PVAO also conducts periodic re-evaluation edetermination of veteran's disability, in
appropriate cases. However, a disabled veterarespted from the procedure if the disability
is considered static or permanent in nature, thrafveteran is 57 years old or above.

Hospitalization. All qualified veterans and their spouses, sungvspouses, children who are
minors and/or mentally or physically incompetertgardless of age, and dependent parents,
regardless of the veteran’s civil status, receree hospitalization benefits on a per diem basis,
covering board and lodging, treatment, medicinesraadical care services.
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Educational. The PVAO also grants educational benefits totara@ or his surviving spouse,
or his direct descendant/s, in whose favor the fiteiserenounced. The package covers all
school fees, including tuition, athletic/librarydlaratory/medical costs, military training, diploma
and graduation requirements, availed in any schamdlege, university or institution authorized
by the government, at the expense of the governm@&ntbe eligible, the veteran-beneficiary
must not have availed of a similar benefit undeiipiiine or U.S. legislation. Each veteran is
gualified for one grant only, regardless of the bemof wars or military campaigns in which he
participated, provided that if the initial entitlemt is not consumed by the first beneficiary, the
balance may be availed of by another eligible herzef.

(iv)  Funding

As provided for in R.A. 6948, the PVAO was giverdenoney, amounting telF298 billion, to
administer the veterans’ benefit program, and tifege obtained annual appropriations as
necessary for its continued implementation. R.A9&, meanwhile, specifically stipulated
PVAOQO'’s funding to come from the DND’s annual budgeith the cost of benefit adjustments to
be taken from available savings and revenues afdhienal government.

2.3  Local Government Units (LGUS)
0] Legislation

The enactment of the Local Government Code of 183&stament to government’s efforts to
proceed with the process of decentralization, frtma national government to the local
government units (LGUS).

It is declared as policy of the State that teridioand political subdivisions shall enjoy genuine
and meaningful local autonomy enabling them to bgvas self-reliant communities making
them more effective partners towards national dhjes.

In autonomy, there is accountability. The Statellshlso ensure the accountability of LGUs
through the institution of effective mechanisms@tall, initiative, and referendum. The State
likewise requires all national agencies and offitesonduct regular and timely consultations
with appropriate sectors of the LGU before any grbjor program is implemented in its
jurisdiction.

The creation of an LGU, or its conversion from degel to another (e.g. province, city,
municipality, etc), are based on verifiable indizatand capacity to provide services, as follows:
(1) Income that is sufficient to provide for allsestial government facilities, services, and
functions commensurate with size of population @U; (2) Population in the LGU; and (3)
Land area that is contiguous and sufficient to evor such basic services and facilities to
meet the requirements of the populace.

The powers of the LGU shall be used to promotegéreeral welfare of the community. Thus,
LGUs shall ensure and support the following (amotiters): promotion of health and safety,
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enhancement of economic prosperity and socialgeispromotion of full employment among
residents, preservation of comfort and conveni¢ndehabitants.

National agencies and offices concerned shall de{olto LGUs the responsibility for the
provision of basic services and facilities.

(i) Programs and Services
Social protection programs and services of LGURinhe, but are not limited to the following:

e Agricultural support services

* Health services including implementation of progsaand projects on primary health
care, maternal and child care, communicable andcoammunicable disease control,
access to secondary and tertiary health serviceshase of medicines and medical
supplies/equipment

» Social welfare services for children and youth, ifgrand community, women, elderly,
and disabled; rehabilitation programs for vagrabeggars, street children, scavengers,
etc.; livelihood and other pro-poor projectionstrition services; and family planning
services

* Job placement

* Low-cost housing and other mass dwellings

* Investment support services, including accessdditcr

(i)  Funding

The above-mentioned programs and services shélinoked from the share of LGUs in national
tax and other local revenues. Funding support etsoes from the national government, its
instrumentalities, government-owned or -controlbedporations, tasked by law to establish and
maintain such services and facilities. Any fundresource available to the LGU shall be first
allocated to provide for basic services and faegibefore applying the same for other purposes.

2.4 Micro-Insurance Schemes
0] Background

In a study conducted by the International Labora@igation (ILOY?, the working definition
adopted for the term “Micro-insurance” tise pooling of a group or community’s resources to
share risks, such as those associated with disaddeealth, death, old age, accidents, etc.
Members of such schemes are covered against aisgten of risks and contingencies, with a
defined benefit package and defined terms for puempayments.

2 Devolution — refers to the act by which nationavgrnment confers power and authority upon the LBU
perform specific functions and responsibilities.
3 “Inventory of Micro-Insurance Schemes in the Riilnes”
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The establishment of micro-insurance schemes has the response of a significant percentage
of Philippine population who are in need of anynfoof social protection. The underlying
principles of these schemes are: (1) pooling ofnéef resources and risks/contingencies; (2)
non-refundable premium payments paid in advancacgordance to a contributions schedule;
and (3) guarantee that risks/contingencies definéde covered.

Micro-insurance schemes are set up and organizeddmynbination of a variety of participants:
community-based groups, health service providessp@ations, local government units, trade
unions, cooperatives, women'’s groups, employerciesons, etc.

Thus, micro-insurance presents the possibilityrovjgling social insurance at affordable prices,
extending coverage by having a better appreciatfqroblems and risks that communities face
and enhancing community participation.

(i) Covered Risks

Risks or contingencies covered by micro-insuranckeses vary widely. In the above-
mentioned ILO study, the following risks have bédemtified:

* Hospitalization

* Primary health care

* Life insurance

» Accidents

* Loans

* Pensions

* Others (including maternity, retirement, medicines)

(i)  Funding

Premium payments, as well, vary widely between miosurance schemes. Assessment and
payment of premiums may be weekly, monthly, quirtesemi-annually, or annually. The ILO
study reports that majority of the schemes assessipms amounting to less than P500 per year
(annualized).

To a limited extent, several international develepimprojects are providing financial and
technical support to specific micro-insurance gsdoptworks.

2.5 Non-Government Organizations (NGOSs)

(1) Background

A major development in the Philippines is the ermeamg and increasing visibility of non-

government organizations. Government has thusrbecmore active in tapping NGOs as
partners in community- and nation-building. Thejanand common objective is to formulate
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and implement policies and programs directed togvardviding goods and services to areas and
populations where government intervention is hafellyor perceived to be non-existent.

(i) Programs and Services

Non-government organizations offer a wide spectafiqpprograms and initiatives. These include
the provision of various goods and services, indgudlivelihood programs, savings and credit,
education, medical coverage, etc.

Moreover, NGOs have been proven to be effectivénpes of government in providing some
level of social protection to certain groups. NG&@ed not be autonomous as they may assume
complimentary tasks as implementing arm of govemtnb@ groups not usually benefiting from
government programs and services.

(i)  Funding

Administrators and managers of NGOs employ margesimategies to lobby for financial aid
from government sector, private sector, internai@id agencies, private individuals, etc. With
the appropriate advocacy campaign, NGOs have becwreasingly able to operate towards the
attainment of their respective goals/objectives.
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Chapter 3. Analysis of social protection expendi  ture

This chapter analyzes social protection expenditutbe Philippines in different contexts. Part
3.1 analyzes the country’s aggregate social proteexpenditure in the context of the national
economy and shall be compared with Gross Domestduet (GDP) levels as well as with
government expenditure levels. Financing of so@adtection expenditure shall also be
analyzed as to how much came from social contabgti investment & other income,
government subsidies, and other revenues.

Part 3.2 analyzes the trends in social protectioanting, particularly revenue and expenditure
items. However, this shall be done only for thgan@nstitutions providing social protection
(i.e. SSS, GSIS, ECC, and PhilHealth) as thes¢harenly institutions that have complete time-
series data from 1981-2004. It is contended thasd institutions shall provide a fair
presentation of trends in social protection finagas they (in aggregate) account for majority of
social protection spending in the Philippines.

Part 3.3 analyzes social protection expendituréubgtional composition (i.e. by type of benefit
— sickness, health care, disability, old age, stng’, employment injury, etc.).

Part 3.4 analyzes the country’s social protectigpeaditure by institutions. To the extent
possible, a detailed analysis shall also be peddrfor each institution. Social benefits shall be
broken down by type of benefit, administration sashall be compared with total expenditures,
and financing shall be analyzed by its revenueexménditure components.

Most of the schemes have the basic data requirethiforeview. Time-series data covering the

period 1981-2004 is available for the major scheares serves as basis for analyzing trends in
overall social protection expenditure. Since sarhthe other schemes have limited time-series
data, an aggregated amount of social protectioeradfure (from among all the 11 schemes) is

possible only for the years 1994, 1999, and 2004ese are the years in which almost all

schemes have available data. For a few schemesadddamissing 1994, and/or 1999, and/or

2002 data, other years’ data were used insteatl, ti$¢ aggregated amount serves as a realistic
indicator of social protection spending in the Pipines.

Where appropriate, social services spending ofl Igogernment units (LGUSs) will be further
added for a more accurate perspective on overeitlgorotection spending in the Philippines.

It should be noted that there are still other messwhich contribute to improvement of living
standards and provide security against risks wthosaten people’s livelihood that may not be
within the scope of this review. Some of these mmajude programs, projects, and activities of
the Department of Labor and Employment, Departméitealth, and Department of Education.
The mandates of these government departments ysohalle protective, promotional, and
infrastructure elements which are also aimed ®valte poverty.

3.1  Cost of social protection — share of GDP and pu  blic expenditure
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An accepted indicator of social protection spendsthe ratio of social protection expenditure
over Gross Domestic Product (GDP) and Governmepehiditure. In the 1980s, government
expenditure took up an average of about 8.4% of GBch significantly increased in the
1990s to 2004 averaging about 11.5%.

Table 3.1: GDP and Govt Expenditure at currertgs;i 1981-2004

Govt Expenditure
vear GDP Amount % of GDP
1981 281,596 24,661 8.8%
1982 317,177 28,929 9.19
1983 369,077 30,552 8.39
1984 524,481 36,880 7.09
1985 571,883 43,520 7.69
1986 608,887 48,431 8.09
1987 682,764 57,338 8.49
1988 799,182 72,188 9.09
1989 925,444 88,186 9.59
1990 1,077,237 108,843 10.19
1991 1,248,011 123,88% 9.99
1992 1,351,559 130,524 9.79
1993 1,474,457 149,057 10.19
1994 1,692,932 182,77¢ 10.89
1995 1,905,951 217,04% 11.49
1996 2,171,922 259,501 11.99
1997 2,426,743 319,93% 13.29
1998 2,665,060 354,406 13.39
1999 2,976,905 389,23 13.19
2000 3,354,727 438,85 13.19
2001 3,673,687 444,83 12.19
2002 4,022,694 488,74 12.19
2003 4,293,026 477,41 11.19
200¢ 4,826,343 494,57 10.29
amounts in million pesos
Sources: 1995, 2003, and 2005 Philippine Statisearbook

National Statistical Coordination Board

3.1.1 Levels

The magnitude of social protection expenditurehim Philippines can be computed for the years
1994, 1999, and 2004. These are the three yeavhiagh most institutions have available data.
For missing years’ data, estimates were made basdte average annual growth of available
years’ data.
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Social benefits

Table 3.1.1: Social benefits disbursed by scha®@4, 1999, and 2004

Institution 1994 1999 2004
Amount | % of Totdl % of GDP_% of Govt Ekp _ Amoulft % of @t% of GDH % of Govt E Amount | % of Tofal % of GPP_%Giivt Ex
Contributory Schemes
AFP-RSBS 49.8 0.1% 0.0% 0.0p6 166.9 0.2% 0.0% 0.0%6 287.8 0.2% 0.0% 0.1p6
ECC 1,122.4 3.1% 0.1% 0.6%0 1,769.2 2.5% 0.1% 0.5%6 1,695.2 1.4% 0.0% 0.3%6
GSIS 5,653.2 15.5% 0.3% 3.1% 15,149.8 21.8% 0.5% 3.9% 29,099.7 23.3% 0.6% 5.9%
HDMF / Pag-IBIG 561.0 1.5% 0.0% 0.3%p 1,673.0 2.4% 0.1% 0.4%6 4,953.0 4.0% 0.1% 1.0%6
owwa 56.7 0.2% 0.0% 0.0p6 88.6 0.1% 0.0% 0.0p6 527.8 0.4% 0.0% 0.1p6
PhilHealth / PHIC 2,764.9 7.6% 0.2% 154 4,217.7 6.1% 0.1% 1.19% 16,515.7 13.2% 0.3% 3.3%
SSS 14,926.7  41.0% 0.9% 8.2% 27,744.4  40.0% 0.9% 7.1% 43,743.3  35.0% 0.9% 8.800
sub-total 25,134.7 69.1% 1.5% 13.8)% 50,809.6 73.2% 1.7% 13.1%6 96,8225 77.4% 2.0% 19.6p6
Non-Contributory Schemeg
pswrs 510.5 1.4% 0.0% 0.3% 584.1 0.8% 0.0% 0.2%6 668.1 0.5% 0.0% 0.1p6
PAGCOR 3,497.4 9.6% 0.2% 194 52279 7.5% 0.2% 1.3%0 9,196.9 7.3% 0.2% 1.9%
pPcsH 951.1 2.6% 0.1% 0.5% 2,082.0 3.0% 0.1% 0.5%6 3,031.2 2.4% 0.1% 0.6%6
PVACY 6,275.7 17.3% 0.4% 3.4% 10,744.2 15.5% 0.4% 2.8% 15,4114  12.3% 0.3% 3.1
sub-total 11,234.7 30.9% 0.7% 6.19% 18,638.2 26.8% 0.6% 4.8% 28,307.6  22.6% 0.6% 5.7%
TOTAL 36,369.4  100.0% 2.1% 19.9% 69,447.8 100.0% 2.3% 178y 125,130.1 100.0% 2.6% 25.306
Local Government Unifs 52,170.0 29.4% 1.1% 10.5¢%0
TOTAL (with LGUs) 177,300.1 3.7% 35.8%

amounts in million pesos

2 Due to limited data, estimates only for 1994 a2

b Due to limited data, estimate only for 1994

© Actually for 1994, it was SSS and GSIS that weasrgstering the Medical Care Program

9 Due to limited data, estimates only for 1994 aDa2

© Due to limited data, estimate only for 1994

" Due to limited data, estimate only for 1994

9 Due to limited data, estimates only for 1994 D@2

h Represents National Government expenditure profpaiiGU social services (available data only f@03-2005)

It may be seen from the table above that, in @hato GDP, social protection expenditure is
slowly but steadily increasing — from 2.1% of GDP1994, to 2.3% in 1999, and to 2.6% in
2004. However, these ratios still pale in commarisvith European standards where social
protection expenditure accounts for about 27.5% DP’*.

Administration costs

On an aggregate level, it can be seen in Tabl@ 3kt administration costs account for about
17% to 19% of total expenditures between 1994, 188d 2004. The administration cost of
non-contributory schemes is about 28% or 29% il texpenditures, almost twice the ratio for
contributory schemes.

42001 data from report published 23 April 2004 hydstat, Statistical Office of European Communities
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Table 3.1.2: Administration costs by type of sckgfb of total expenditures), 1994, 1999, and 2004

Institution 1994 1999 2004

Social Benefitt  Admin. costs  Total experfses ~ Adnaistsy] Social Benefitt  Admin. costp  Total experfses  Adnaistst] Social Benefitp  Admin. costs  Total experses  Adnustsy

(% of total (% of total (% of total

expenses expenses expenses

Contributory Schemes
AFP-RSBS 49.8 359.0 408.8 87.8% 166.9 863.2 1,030.1 83.8% 287.8 2,075.5 2,363.3 87.8%
ECC 1,122.4 103.0 1,225.4 8.4 1,769.2 359.4 2,128.6 16.99 1,695.2 621.3 2,316.5 26.8%
GSIS 5,653.2 900.0 6,553.2 13.79 15149.8 2,709.9 17,859.7 15.29 29,099.7 5173.8 34,2735 15.19
HDMF / Pag-1BIG 561.0 426.3 987.3 43.2% 1,673.0 791.2 2,464.2 32.19 4,953.0 11,8129 6,765.9 26.8%
OWWA 56.7 109.7 166.4 65.9% 88.6 294.8 383.4 76.9% 527.8 401.4 929.2 43.2%

PhilHealth / PHIC 2,764.9 144.2 2,909.1 5.09 4,217.7 666.7 4,884.4 13.69 16,515.7 2,159.6 18,675.3 11.69
SSS 14,926.7 1,125.0 16,051.7 7.09 27,7444 3,7304 31,4748 11.99 43,7433  5192.0 48,9353 10.69
sub-total 25,134.7 3,167.2 28,301.9 11.29 50,809.6 9,415.6 60,225.2 15.6% 96,822.5 17,436.5 114,259.0 15.39

Non-Contributory Scheme:

DSWO' 510.5 762.9 1,273.4 59.99 584.1 928.1 15122 61.49 668.1 1,129.0 1,797.1 62.89
PAGCOR 3,497.4 2,975.9 6,473.3 46.09 52279 5,069.8 10,297.7 49.29 9,196.9 9,149.9 18,346.8 49.99
PCso 951.1 475.6 1,426.7 33.39 2,0820 1,041.0 3,123.0 33.39 3,031.2 1515.6 4,546.8 33.3%
PVAD 6,275.7 112.1 6,387.8 1.8% 10,744.2 179.2  10,923.4 1.6% 15,411.4 176.0  15,587.4 1.19
sub-total 11,2347 43265 15561.2 27.89 18,638.2 7,218.1 25,856.3 27.99 28,307.6 11,9705 40,278.1 29.79
TOTAL 36,369.4 7,493.7 43,863.1 17.19 69,447.8 16,633.7 86,081.5 19.3% 125,130.1 29,407.0 154,537.1 19.0v

amounts in million pesos

2 Due to limited data, estimates only for 1994 ab@2social benefits; for 1994, 1999 and 2004 adrogis
° Due to limited data, estimate only for 1994 sobitefits and administration costs

¢ Actually for 1994, it was SSS and GSIS that wasrastering the Medical Care Program

“ Due to limited data, estimates only for 1994 ab@2social benefits and administration costs

© Due to limited data, estimate only for 1994 sobatefits and administration costs

' Due to limited data, estimate only for 1994 sobgtefits and administration costs

9 Due to limited data, estimates only for 1994 ab@@social benefits and administration costs

Financing

Financing social protection expenditure in the aafsthe Philippines is typically derived from
social contributions (from employers, employeeff;amployed, and government contributions),
investment & other income, national governmentrimag, and other receipts.

Based on Table 3.1.3, social contributions accotorta growing portion of receipts for social
protection: 42.8% of total receipts in 1994; 49.if?d.999; and 53.9% in 2004. This is due in
large part to the increases in the salary baselochveontributions are assessed (as was the case
for both SSS and GSIS).

Investment and other income takes up a diminishotgyin social protection financing, perhaps a
reflection of the country’s socio-economic condiso In 1994, investment (and other) income
took up 32.5% of social protection resources. Tai® further decreased to 29.7% in 1999 and
to 24.5% by 2004.

Government financing that was provided to DSWD &8WAO, likewise took up a decreasing
share of total social protection receipts: 10.6%otdl receipts in 1994; 8.6% in 1999; and 8.2%
by 2004.

Other receipts as those from the gaming operatdiFAGCOR and from the lottery operations
of PCSO took about 12% to 14% of social protecfiemding for the years 1994, 1999, and
2004.
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Table 3.1.3: Social protection receipts by ty@#94, 1999, and 2004

Institution 1994 1999 2004
Amount [ % of Tot1I % of GDFI % of Govif  Amount | % of Tot1 % of GDFI % of Govf Amount | % of Tot1 % of GDFI % of Govi
Exp Exp Exp
Social contributions
AFP-RSBS - 0.0% 0.0% 0.0po - 0.0% 0.0% 0.0po - 0.0% 0.0% 0.0
ECC 1,081.6 1.5% 0.1% 0.6%0 868.2 0.6% 0.0% 0.2p0 2,111.2 1.0% 0.0% 0.4
GSIs 10,389.0 14.4% 0.6% 5.7% 29,017.3  20.0% 1.0% 7.5% 39,508.0 18.6% 0.8% 8.0
HDMF / Pag-IBIG 2,232.0 3.1% 0.1% 1.2% 9,575.0 6.6% 0.3% 2.5%0 11,848.0 5.6% 0.2% 2.4
OWWA 171.2 0.2% 0.0% 0.1% 501.2 0.3% 0.0% 0.1%%6 1,617.2 0.8% 0.0% 0.3
PhilHealth / PHIC 3,624.6 5.0% 0.2% 2.0% 5,367.0 3.7% 0.2% 1.4% 16,515.7 7.8% 0.3% 3.3
SSS 13,350.7 18.5% 0.8% 7.3% 26,808.5 18.5% 0.9% 6.9% 43,083.6  20.3% 0.9% 8.7
sub-total 30,849.1 42.8% 1.8% 16.9% 72,137.2  49.7% 2.4% 18.5%0 114,683.7 53.9% 2.4% 23.2
Investment & other income
AFP-RSB¢ - 0.0% 0.0% 0.0% - 0.0% 0.0% 0.0%] - 0.0% 0.0% 0.0%
ECC 1,711.4 2.4% 0.1% 0.9% 1,675.1 1.2% 0.1% 0.4%0 1,331.2 0.6% 0.0% 0.3
GSIS 6,252.0 8.7% 0.4% 3.4% 16,469.1 11.3% 0.6% 4.2%0 29,180.5 13.7% 0.6% 5.9
HDMF / Pag-IBIG 2,450.7 3.4% 0.1% 1.3% 4,988.7 3.4% 0.2% 1.3%0 9,154.2 4.3% 0.2% 1.9
OWWA 90.4 0.1% 0.0% 0.0po 201.5 0.1% 0.0% 0.1%0 471.9 0.2% 0.0% 0.1
PhilHealth / PHIC 1,504.8 2.1% 0.1% 0.8¢%0 2,699.0 1.9% 0.1% 0.7% 4,451.8 2.1% 0.1% 0.9
SSS 11,368.1 15.8% 0.7% 6.2%0 17,125.8  11.8% 0.6% 4.4% 7,565.8 3.6% 0.2% 1.5
sub-total 23,377.4 32.5% 1.4% 12.8%% 43,159.2  29.7% 1.4% 11.1% 52,155.4  24.5% 1.1% 10.5
Government financing
psSwi 1,083.2 1.5% 0.1% 0.6%0 1,555.4 1.1% 0.1% 0.4%0 2,233.4 1.0% 0.0% 0.5
PVAC? 6,549.( 9.1% 0.4% 3.6% 10,966.! 7.6% 0.4% 2.8% 15,155.¢ 7.1% 0.3% 3.1%
sub-total 7,632.2 10.6% 0.5% 4.2% 12,522.2 8.6% 0.4% 3.2% 17,389.2 8.2% 0.4% 3.5
Other receipts
PAGCOR 6,994.9 9.7% 0.4% 3.8% 10,455.8 7.2% 0.4% 2.7% 18,393.8 8.6% 0.4% 3.7
PCSG 3,170.4 4.4% 0.2% 1.7% 6,940.0 4.8% 0.2% 1.8%0 10,104.0 4.7% 0.2% 2.0
sub-total 10,165.3 14.1% 0.6% 5.6%0 17,395.8 12.0% 0.6% 4.5% 28,4978 13.4% 0.6% 5.8
TOTAL 72,024.0 100.0% 4.3% 39.4%| 145,214.4  100.0% 4.9% 37.3%| 212,726.1 100.0% 4.4% 43.0%
amounts in million pesos
# No plausible estimates due to very limited data
® Due to limited data, estimate only for 1994
¢ Actually for 1994, it was SSS and GSIS that wasiridtering the Medical Care Program
9 Due to limited data, estimates only for 1994 a4
¢ Due to limited data, estimate only for 1994
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3.2  Trends in social protection financing — revenue s and expenditures

In analyzing long-term trends in social protectforancing, financial operations of ECC, GSIS,
PHIC, and SSS are to be used since these instisuéice the major providers of social protection
whose mandates have been established for mor@shgears.

With regard to aggregate social contributions aadefits, the amounts of contributions have
consistently exceeded the amounts of benefits. stAtus quo, however, this trend may be
reversed in the near future as growth rates of fitepayments have been higher than of
contributions. In the 1980s, average annual groaté of benefit payments was 19.6% (15.0%
for contributions); in the 1990s, benefit paymegtsw by an annual average of 22.1% (19.8%
for contributions); and starting in 2000, the agerannual growth rate for benefit payments was
12.5% (as against 10.4% for contributions).

Figure 3.2a: Consolidated Financial OperationE@€, GSIS, PHIC, & SSS (million pesos), 1981-2004
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In terms of aggregate revenues (i.e. contributpas investment & other income) and aggregate
expenditures (i.e. benefits plus administrationts)psrevenues have consistently exceeded
expenditures. However, total revenues exceed éaganditures only in terms of magnitude. In

terms of average annual growth rates, total expearedi exceed total revenues. In the 1980s,
average annual growth rate of expenditures was%d§17.4% for revenues); in the 1990s,

expenditures grew by an annual average of 22.1%d%d&or revenues); and starting 2000,

average annual growth of expenditures was 12.48847or revenues).
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Figure 3.2b: Total Revenues vis-a-vis Total Expiemes (in million pesos), 1981-2004
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Contributions

In terms of social contributions, ECC contributilmvels have remained fairly stable over the

years. This is due mainly on the fixed contribntrate of 1% for both private and public sector

employees. Moreover, the salary ceiling of P1,8pplied to private sector workers has never
been increased since the establishment of the Bgdd Compensation Program in 1975. The

salary ceiling for government workers has been gbedron an ad hoc basis and is presently at
P10,000.

GSIS contributions have somewhat kept pace with &88ributions in terms of magnitude,
inspite of having a membership base of less th&niillion. This is due mainly to the
difference in the contribution rate. GSIS’ condttion rate is 21% (compared to SSS’ 9.4%).
Moreover, in 2004, GSIS’ salary ceiling had beemnaeed thus subjecting the entire salary of a
government worker to the GSIS contribution rate.

SSS shows a stable growth pattern starting 198tributions collection for the period 1981-
1986 was relatively constant as the salary ceimmg/hich contributions are based was fixed at
P1,000.

The growth of SSS contributions starting 1987 dnebated to the following: (1) salary ceiling
was increased to P3,000 in 1987; (2) salary ceivag increased annually to start at P4,000 in
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1991 until it reaches P12,000 in 1999; (3) salairgy was increased to P15,000 in 2002; and
(4) contribution rate was increased to 9.4% (frod?8).

PhilHealth contribution’s have exhibited strong growth in the years thdbfeéd the enactment
of the National Health Insurance Act of 1995 anel ¢rentual creation of the Philippine Health
Insurance Corporation (PhilHealth / PHIC). Muchtls growth is attributed to the expanded
coverage program of PhilHealth.

Figure 3.2c: Contributions — ECC, GSIS, PhilHea& SSS (in million pesos), 1981-2004
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Investment and other income

The investment performance of ECC and PhilHealdn ar similar levels since these two
institutions operate almost on a pay-as-you-gosbha€in the other hand, SSS and GSIS having
accumulated huge reserve funds have much highestment (and other) income. As shown,
investment performance fluctuates at varying degi@monstrating susceptibility to existing
economic conditions.

5 Actually, the more accurate term to be used isitidoutions for the Medicare Program” since Philldeavas
created only after the enactment of the Nationallthdnsurance Act of 1995. Before PhilHealth, khedical Care
program was administered by GSIS (for public s@aad SSS (for private sector).
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Figure 3.2d: Investment & other income — ECC, &§®RhilHealth, & SSS
(in million pesos), 1981-2004
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Benefits

The amount of annual benefit payments also inditedype of benefit programs administered.
ECC'’s benefit expenditures remain relatively ablgdevels due to the short-term nature of its
benefit programs. PhilHealth expenditures wouldehimllowed the ECC pattern except that in
the late 1990s, by virtue of the implementationthed National Health Insurance Act of 1995
expanding medical care coverage, more groups wensidered and given benefits to by
PhilHealth.

The long-term nature of GSIS and SSS benefit progris evidenced by the significant growth
in benefit payments starting in the 1990s. Hawripted for several decades by then, SSS and
GSIS no longer enjoy the characteristic of reldyiweung schemes that experience low benefit
payments for the simple reason that workers havéoymeet the contributory requirements for
long-term pensions or have simply not reacheda®i@nt age yet.
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Figure 3.2e: Benefit payments — ECC, GSIS, PhiltHe& SSS (in million pesos), 1981-2004
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Administration costs

Significant increases in administration costs, eslg for GSIS and SSS, may be attributed to
the following: (1) Information technology costs;) (Recentralization costs; and (3) Personnel-
related expenses. PhilHealth’s significant growth administration costs is an expected
consequence when the National Health InsurancefAt®95 came into law, thereby creating its
own infrastructure to service the medical care seddn expanding membership.

Figure 3.2f: Administration costs — ECC, GSISillR&alth, & SSS (in million pesos), 1981-2004
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3.3  Social protection expenditure by functional com position

For the analysis of social protection expendituyefinctional composition, time-series data
from ECC, GSIS, PhilHealth, and SSS are used.

0] Sickness

Sickness benefit payments is analyzed here with &$& Payments for sickness benefits for
the period 1981-2004 almost follow the trend oftabmtions. This is due to the basis to which
sickness benefits is computed. Sickness benefitss contributions, is salary-based. Thus,
changes in the contributions structure (particylaricreases to the salary ceiling to which
contributions are based) shall also result in to the amount of sickness benefits
(assuming number of sickness claims are relatieelystant). The growth trend of sickness
benefit payments was managed in the late 1990semeetuctions in the number of sickness
claims were recorded.

Figure 3.3a: Sickness benefits — SSS (in millieags), 1981-2004
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(i) Health Care

Health care benefits is analyzed here using data 8SS and GSIS (as former administrators of
Medical Care) and data from PhilHealth (as the emtrradministrator of the Medical Care
Program). Expenses for health care exhibited gjoswth in the 1980s. The 1990s showed
higher growth in medical care payments as awarem@sdegun to peak among members. The
year 1998 showed a rare decrease in medical cgreguais as PhilHealth was just created then
and thus faced transition issues that resulte@wef payments made for the year. Expectedly,
with a mandate to provide health care to all Figs, payments for medical benefits increased
rapidly.
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Figure 3.3b: Health care benefits (in million pg€sd 981-2004
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(i) Disability

Disability benefit payments is analyzed here udgilaga from GSIS and SSS. For the period
1981-2004, SSS disability benefits account for &im@8% of total disability benefits, GSIS

accounting for about 2% only.

Figure 3.3c: Disability benefits — GSIS and SStnillion pesos), 1981-2004
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(iv) Old age

Old age benefits is analyzed here using GSIS arfel &fa. For the period 1981-2004, the
amount of old age benefits paid by GSIS and SS® waienost equal to each other. In the past
couple of years, GSIS old age benefits surpassedfiSSS owing mainly to the fact that SSS
ceased granting pension increases after the y&éx. 20

Figure 3.3d: Old age benefits — GSIS and SSS {fliompesos), 1981-2004
45,000.0

40,000.0- ,//‘//‘
35,000.0

30,000.0

25,000.0

20,000.0

15,000.0

10,000.0

5,000.0

0.0 -

1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993 |
1994 |
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

—e— SSS old age benefits®— GSIS old age benefits-&— Total old age benefit#

(v) Survivors’

Survivors’ benefits is analyzed here using GSIS 8&86 data. In terms of magnitude, SSS
survivors’ benefits far exceed the levels of GSHEowever, looking at certain periods, average
annual growth rate of GSIS survivors’ benefits igngicantly higher than the average annual
growth rate of SSS survivors’ benefits. In the A®85SIS survivors’ benefits grew by an annual
average of 50.1% (compared to SSS’ 32.4%); in 80§, it was 29.0% for GSIS and 22.9% for
SSS; and since 2000, average annual growth ra&St8 survivors’ benefits is 16.4% as against
SSS’ 11.0%.
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Figure 3.3e: Survivors’ benefits — GSIS and S83rilion pesos), 1981-2004
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(vi)  Employment injury

Employment injury benefits are analyzed here u§&dS and SSS data (as administrators of the
Employees’ Compensation Program). The relativadgstant growth in employment injury
benefits was abated in 2003 and 2004 as GSIS sgfppencounters funding problems.

Figure 3.3f: Employment injury benefits (in milligpesos), 1981-2004
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3.4  Social protection expenditure by institutions
(1) Contributory schemes
Armed Forces of the Philippines-Retirement and Segi#on Benefits System (AFP-RSBS)

Social benefitsSince the AFP-RSBS has yet to attain the poirsetifsufficiency, the benefit it

has disbursed from its own fund is only in the fasfra refund of members’ contributions, plus
interest (granted upon retirement or separatiom fnailitary service). In 2001, the total amount
refunded to members reached PhP 170.0 million,vatpnt to 0.005% of GDP and 0.038% of
government expenditure. This is a significant @ase compared with 1996 data when total
amount refunded was PhP 70.7 million, 0.003% of GID& 0.027% of government expenditure.

Table 3.4.1a: Social benefits disbursed (as %P & Govt Expenditure), 1996-1999 & 2001

Year Social Benefits % of GDP % of Govt Expenditure
1996 70.7 0.003% 0.027%
1997 104.1 0.004% 0.033%
1998 153.3 0.006% 0.043%
1999 166.9 0.006% 0.043%
2001 170.0 0.005% 0.038%

amounts in million pesos

Sources: 1996 and 1997 AFP-RSBS Annual Reports

AFP-RSBS website (www.afprsbs.com.ph)

Administration costs In 1997, AFP-RSBS spent PhP 950.5 million for adstration costs,
equivalent to about 90.1% of total expenditures. 1996, PhP 509.9 million was spent on
administration costs, or 87.8% of total expendgure

Table 3.4.1b: Administration costs (% of total ergditures), 1996-1997

_ _ Administration _ Administration Costs
Social Benefits Total Expenditurep (% of Total
Year Costd :
Expenditures)
(A) (B) Q©=A+(@B D) =@B)/(C
1996 70.7 509.9 580.6 87.8%
1997 104.1 950.5 1,054.7 90.1%

amounts in million pesos
! Refers to investment & operating expenses andrgefedministrative expenses
Sources: 1996 and 1997 AFP-RSBS Annual Reports

Financing In 1997, AFP-RSBS had collections totaling PhB.80nillion in social contributions
and PhP 1,114.9 million in investment income, bnggotal revenues to PhP 1,424.5 million.
This amount is more than enough to cover the yeatfsenses that totaled only PhP 1,054.7
million resulting to a revenue/expenditure ratidl86.1%. In 1996, the ratio was 370.5%.

Table 3.4.1c: Financing, Revenues vis-a-vis Exjiares, 1996-1997
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Revenues Expenditures Revenued
Administrati i
Year Contributions Investment Total Revenues Social Benefits ministration Totgl Expenditures
Income Costd Expenditures (%)
(A (B Q=AW+ @B (D) (E) A=0C)+E]B)=C)/(F
1996 180.9 1,970.4 2,151.3 509.9 580.6 370.59%
1997 309.6 1,114.9 1,424.5 950.5 1,054.7 135.1%

amounts in million pesos
! Refers to investment & operating expenses andrgefeadministrative expenses

Sources:

1996 and 1997 AFP-RSBS Annual Reports

Employees’ Compensation Commission (ECC)

Social benefitsin 2004, the total amount of employees’ compeaosdienefits paid reached PhP

1,695.2 million, equivalent to 0.04% of GDP and%.8f government expenditure. In 1981,
benefits paid was about 0.03% of GDP and 0.3% wégonent expenditure.
Table 3.4.2a: Social benefits disbursed (as %P & Govt Expenditure), 1981-2004
Year Social Benefits % of GDP % of Govt Expenditurele
1981 717 0.03% 0.3%
1982 94.9 0.03% 0.3%
1983 139.8 0.04% 0.5%
1984 183.7 0.04% 0.5%
1985 243.3 0.04% 0.6%
1986 279.8 0.05% 0.6%
1987 302.8 0.04% 0.5%
1988 405.8 0.05% 0.6%
1989 389.3 0.04% 0.4%
1990 520.1 0.05% 0.5%
1991 581.9 0.05% 0.5%
1992 701.7 0.05% 0.5%
1993 848.7 0.06% 0.6%
1994 1,122.4 0.07% 0.6%
1995 1,267.9 0.07% 0.6%
1996 1,357.3 0.06% 0.5%
1997 1,517.0 0.06% 0.5%
1998 1,573.4 0.06% 0.4%
1999 1,769.2 0.06% 0.5%
2000 1,882.8 0.06% 0.4%
2001 1,970.4 0.05% 0.4%
2002 2,067.8 0.05% 0.4%
2003 1,715.9 0.04% 0.4%
200¢ 1,695.2 0.04% 0.3%
amounts in million pesos
Source: Social Security System (SSS) and GoverSamite Insurance System (GSIS)
1995, 2003, & 2005 Phil. Statistical Yearbook, Ngtatistical Coordination Board
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Administration costsin 2004, ECC (with SSS and GSIS as fund admatists) spent PhP 621.3

million for administration costs, equivalent to ab@6.8% of total expenditures.
ECC spent PhP 19.6 million on administration cast®0.1% of total expenditures.

Table 3.4.2b: Administration costs (% of total ergitures), 1981-2004

- . Administration Costs
. .| Administration Total
Social Benefits . (% of Total
Year Costs Expenditures .
Expenditures)
(A) (B) ©)=MA)+(B D) =B)/(C

1981 77.7 19.6 97.3 20.19%
1982 94.9 10.3 105.2 9.8%
1983 139.7 12.3 152.0 8.1%
1984 183.7 27.5 211.2 13.0%
1985 243.3 17.7 261.0 6.8%
1986 279.8 21.1 300.9 7.0%
1987 302.8 18.8 321.6 5.8%
1988 405.8 22.7 428.5 5.3%
1989 389.3 28.2 417.5 6.8%
1990 520.1 32.1 552.2 5.8%
1991 581.9 39.8 621.7 6.4%
1992 702.0 51.7 753.7 6.9%
1993 849.0 60.0 909.0 6.6%
1994 1,122.0 103.0 1,225.0 8.4%
1995 1,268.0 147.5 1,415.5 10.4%
1996 1,357.0 230.3 1,587.3 14.5%
1997 1,517.0 254.0 1,771.0 14.3%
1998 1,573.0 263.1 1,836.1 14.3%
1999 1,774.0 359.4 2,133.4 16.8%
2000 1,883.0 278.7 2,161.7 12.9%
2001 1,971.0 586.4 2,557.4 22.9%
2002 2,068.0 634.5 2,702.5 23.5%
2003 1,715.9 654.5 2,370.4 27.6%
200/ 1,695.2 621.3 2,316.5 26.8%

amounts in million pesos

Sources:

Social Security System (SSS) and Goverigaerite Insurance System (GSIS)

In 1981, the

Financing In 2004, ECC had collections totaling PhP 2,11in#llion in employees’
compensation contributions and PhP 1,331.2 millioninvestment income, bringing total

revenues to PhP 3,442.4 million.

This amount, arge part due to investment income, is

sufficient to cover the year's expenses that tdtalhP 2,316.5 million resulting to a
revenue/expenditure ratio of 148.6%. In 1981 r¢i® was 381.2%.
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Table 3.4.2c: Financing, Revenues vis-a-vis Exjieres, 1981-2004

Revenues Expenditures Revenuesd
Year | Contributions Investment Total Revenuep Social Benei‘!sAdmlmStratlon Totgl Expenditures
Income Costs Expenditures (%)
(A (B) Q=A+®B) D) E) A=O)+E| ©=©Q)/F)
1981 254.7 116.1 370.8 77.7 19.6 97.3 381.29
1982 262.4 170.1 432.6 94.9 10.3 105.2 411.19
1983 297.7 206.3 504.0 139.7 12.3 152.0 331.69
1984 293.6 302.2 595.8 183.7 275 211.2 282.19
1985 326.4 555.0 881.4 243.3 17.7 261.0 337.79
1986 350.7 518.3 869.0 279.8 211 300.9 288.89
1987 474.5 4447 919.2 302.8 18.8 321.6 285.99
1988 460.7 579.5 1,040.2 405.8 22.7 428.5 242.89
1989 512.5 790.1 1,302.6 389.3 28.2 417.5 312.09
1990 708.3 1,168.3 1,876.6 520.1 321 552.2 339.99
1991 676.5 1,3245 2,001.0 581.9 39.8 621.7 321.99
1992 732.1 1,622.2 2,354.3 702.0 51.7 753.7 312.49
1993 920.4 1,568.6 2,489.0 849.0 60.0 909.0 273.89
1994 1,081.6 1,711.4 2,793.0 1,122.0 103.0 1,225.0 228.09
1995 1,148.6 1,786.8 2,935.3 1,268.0 147.5 1,415.5 207.49
1996 975.9 1,637.4 2,613.3 1,357.0 230.3 1,587.3 164.69
1997 798.7 1,468.6 2,267.3 1,517.0 254.0 1,771.0 128.09
1998 992.2 1,687.7 2,679.9 1,573.0 263.1 1,836.1 146.09
1999 868.2 1,675.1 2,543.3 1,774.0 359.4 2,133.4 119.29
2000 1,006.4 1,938.9 2,945.3 1,883.0 278.7 2,161.7 136.29
2001 1,091.3 1,849.0 2,940.4 1,971.0 586.4 2,557.4 115.09
2002 1,047.6 1,804.1 2,851.7 2,068.0 634.5 2,702.5 105.59
2003 1,816.5 1,072.5 2,889.0 1,715.9 654.5 2,370.4 121.99
2004 2,111.2 1,331.2 3,442.4 1,695.2 621.3 2,316.5 148.6%

amounts in million pesos

Sources:  Social Security System (SSS) and GoverSewite Insurance System (GSIS)

Government Service Insurance System (GSIS)

Social benefits In 2004, the total amount of claims paid by th81& reached PhP 29,099.7

million, equivalent to 0.6% of GDP and 5.9% of goweent expenditure. This is a marked

increase compared with 1981 data when claims madhed PhP 740.3 million, equivalent to
0.3% of GDP and 3.0% of government expendituree T8®81 level (% of GDP) was more or

less maintained throughout the 1980s up to theIBigDbs. The last five years however showed
this ratio increasing to 5% to 6% levels.
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Table 3.4.3a: Social benefits disbursed (as %P & Govt Expenditure), 1981-2004

Year Social Benefits % of GDP % of Govt Expenditure
1981 701.8 0.2% 2.8%
1982 830.5 0.3% 2.9%
1983 969.3 0.3% 3.2%
1984 1,140.2 0.2% 3.1%
1985 1,280.8 0.2% 2.9%
1986 1,486.5 0.2% 3.1%
1987 1,620.9 0.2% 2.8%
1988 1,886.9 0.2% 2.6%
1989 2,096.6 0.2% 2.4%
1990 2,676.0 0.2% 2.5%
1991 4,003.0 0.3% 3.2%
1992 4,814.5 0.4% 3.7%
1993 5,310.9 0.4% 3.6%
1994 5,653.2 0.3% 3.1%
1995 6,128.5 0.3% 2.8%
1996 6,593.7 0.3% 2.5%
1997 8,176.7 0.3% 2.6%
1998 11,901.1 0.4% 3.4%
1999 15,149.8 0.5% 3.9%
2000 16,888.3 0.5% 3.8%
2001 21,363.0 0.6% 4.8%
2002 24,690.0 0.6% 5.1%
2003 26,760.5 0.6% 5.6%
2004 29,099.7 0.6% 5.9%
amounts in million pesos
Sources: 1981-2003 GSIS Actuarial Department; 200 fGSIS Annual Report

1995, 2003, & 2005 Phil. Statistical Yearbook, Natatistical Coordination Board

Disbursements by type of benefit (as % of totaladmenefits) show that in 2004, the amount of
old age benefits paid is 76.4% (67.2% in 1981 )tdltsocial benefits paid by GSIS. Survivors’
benefits account for 9.9% (3.2% in 1981), disapilenefits 0.3% (0.1% in 1981), and life
insurance benefits 13.4% (29.6% in 1981).
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Table 3.4.3b: Social benefits disbursed by typbesfefit (as % of social benefits), 1981-2004

Year Disability Old age Survivorg Life Insurance | Social Benefits
1981 0.1% 67.2% 3.2% 29.6% 100.0%
1982 0.1% 64.3% 3.5% 32.1% 100.0%
1983 0.1% 68.6% 1.1% 30.3% 100.0%
1984 0.1% 68.3% 3.6% 28.0% 100.0%
1985 0.1% 66.9% 4.2% 28.8% 100.0%
1986 0.2% 68.6% 7.0% 24.2% 100.0%
1987 0.1% 67.9% 51% 26.8% 100.0%
1988 0.1% 70.1% 5.7% 24.1% 100.0%
1989 0.4% 68.6% 5.8% 25.2% 100.0%
1990 0.4% 68.6% 6.2% 24.8% 100.0%
1991 0.4% 75.0% 51% 19.4% 100.0%
1992 0.4% 75.2% 6.4% 18.0% 100.0%
1993 0.9% 70.6% 8.0% 20.4% 100.0%
1994 0.6% 67.4% 10.7% 21.4% 100.0%
1995 0.7% 64.9% 11.8% 22.5% 100.0%
1996 0.6% 69.3% 11.3% 18.8% 100.0%
1997 0.5% 70.9% 10.7% 17.9% 100.0%
1998 0.8% 68.7% 10.1% 20.4% 100.0%
1999 1.4% 70.4% 9.8% 18.5% 100.0%
2000 1.1% 73.5% 10.2% 15.2% 100.0%
2001 1.3% 65.5% 13.1% 20.1% 100.0%
2002 0.6% 71.4% 11.3% 16.7% 100.0%
2003 0.3% 76.4% 9.9% 13.4% 100.0%
200¢ 0.3% 76.4% 9.9% 13.4% 100.0%

! Includes funeral benefits

Note: Due to unavailability of data, 2003 distritariiassumed to hold in 2004

Source: GSIS Actuarial Department

Administration costs In 2004, the GSIS spent PhP 5,173.8 million fdmanistration costs,
equivalent to about 15.1% of total expenditures.1981, the GSIS spent PhP 212.0 million, or
23.2% of total expenditures.

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 92



Table 3.4.3c: Administration costs (% of total erditures), 1981-2004

- . Administration Costs
Social Benefitg Administration Totgl (% of Total
Year Costs Expenditures .
Expenditures)
(A) (B) ©=A+®B D) =B/
1981 701.8 212.0 913.8 23.2%
1982 830.5 255.1 1,085.6 23.5%
1983 969.3 261.4 1,230.6 21.2%
1984 1,140.2 294.1 1,434.3 20.5%
1985 1,280.8 348.0 1,628.8 21.4%
1986 1,486.5 321.3 1,807.7 17.8%
1987 1,620.9 399.8 2,020.6 19.8%
1988 1,886.9 742.8 2,629.7 28.2%
1989 2,096.6 459.1 2,555.7 18.0%
1990 2,676.0 559.6 3,235.5 17.3%
1991 4,003.0 660.7 4,663.7 14.2%
1992 4,814.5 782.9 5,597.4 14.0%
1993 5,310.9 742.8 6,053.7 12.3%
1994 5,653.2 900.0 6,553.2 13.7%
1995 6,128.5 1,251.0 7,379.5 17.09%9
1996 6,593.7 1,468.0 8,061.7 18.2%
1997 8,176.7 1,941.0 10,117.7 19.2%
1998 11,901.1 2,561.0 14,462.1 17.79%
1999 15,149.8 2,709.9 17,859.7 15.2%
2000 16,888.3 2,762.8 19,651.1 14.19%
2001 21,363.0 3,072.0 24,435.0 12.6%
2002 24,690.0 3,434.1 28,124.0 12.2%
2003 26,760.5 4,942.2 31,702.7 15.6%
200¢ 29,099.7 5,173.8 34,273.6 15.1%
amounts in million pesos
Source: 1981-2003 GSIS Actuarial Department; 2004nfiGSIS Annual Report

Financing In 2004, the GSIS collected PhP 39,508.0 milllmsocial security contributions and
PhP 29,180.5 million in investment income, bringtogal revenues to PhP 68,688.5 million.
This amount is about twice the amount needed t@rcexpenses for the year that totaled PhP
34,274.6 million resulting to a revenue/expendittmgo of 200.4%. In 1981, the ratio was
262.0%.
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Table 3.4.3d: Financing, Revenues vis-a-vis Exfaras, 1981-2004

Revenues Expenditures Revenued

I Investment | . Administration Total Expenditures
Year Contributions Income Total Revenuep  Social Benefjts Costs Expenditures %)

A B QO =AN+®B D) (5] B=D=+E)| ©G)=©Q)/H
1981 1,604.0 789.7 2,393.8 701.8 212.0 913.8 262.09%
1982 1,766.3 1,011.7 2,778.0 830.5 255.1 1,085.6 255.9%
1983 1,881.7 623.4 2,505.1 969.3 261.4 1,230.6 203.6%
1984 1,813.8 577.2 2,391.0 1,140.2 294.1 1,434.3 166.7%
1985 2,044.8 824.3 2,869.1 1,280.8 348.0 1,628.8 176.1%
1986 2,236.1 1,034.5 3,270.7 1,486.5 321.3 1,807.7 180.9%
1987 2,800.4 1,348.8 4,149.2 1,620.9 399.8 2,020.6 205.3%
1988 3,070.9 4,299.8 7,370.7 1,886.9 742.8 2,629.7 280.3%
1989 3,769.8 2,004.7 57745 2,096.6 459.1 2,555.7 225.9%
1990 6,473.0 2,125.5 8,598.5 2,676.0 559.6 3,235.5 265.8%
1991 7,346.8 3,019.9 10,366.7 4,003.0 660.7 4,663.7 222.39%
1992 7,433.5 3,846.9 11,280.4 4,814.5 782.9 5,597.4 201.5%
1993 8,269.9 5,336.2 13,606.1 5,310.9 742.8 6,053.7 224.89
1994 10,389.0 6,252.0 16,641.0 5,653.2 900.0 6,553.2 253.9%
1995 11,844.0 7,621.0 19,465.0 6,128.5 1,251.0 7,379.5 263.8%
1996 12,045.0 10,609.0 22,654.0 6,593.7 1,468.0 8,061.7 281.0%
1997 16,836.0 10,181.0 27,017.0 8,176.7 1,941.0 10,117.7 267.0%
1998 26,351.0 8,797.0 35,148.0 11,901.1 2,561.0 14,462.1 243.0%
1999 29,017.3 16,469.1 45,486.4 15,149.8 2,709.9 17,859.7 254.7%
2000 34,681.9 12,795.8 47,477.6 16,888.3 2,762.8 19,651.1 241.69
2001 35,341.8 14,401.4 49,743.1 21,363.0 3,072.0 24,435.0 203.6%
2002 38,595.7 20,102.2 58,697.9 24,690.0 3,434.1 28,124.0 208.7%
2003 39,129.4 28,251.1 67,380.4 26,760.5 4,942.2 31,702.7 212.59%
200¢ 39,508.0 29,180.5 68,688.5 29,099.7 5,173.8 34,273.6 200.4%

amounts in million pesos
* Includes other income

Source: 1981-2003 GSIS Actuarial Department; 200¢hf6SIS Annual Report

Home Development Mutual Fund (HDMF or Pag-IBIG)

Social benefits In 2004, the total amount of provident fund bésgbaid reached PhP 4,953.0
million, equivalent to 0.1% of GDP and 1.0% of goveent expenditure. This is a significant
increase compared with 1990 data when benefits wasl about 0.02% of GDP and 0.2% of
government expenditure.
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Table 3.4.4a: Social benefits disbursed (as %P & Govt Expenditure), 1990-2004

Year Social Benefits % of GDP % of Govt Expenditurd
1990 217.0 0.02% 0.20%
1991 344.0 0.03% 0.28%
1992 402.0 0.03% 0.31%
1993 672.0 0.05% 0.45%
1994 561.0 0.03% 0.31%
1995 725.0 0.04% 0.33%
1996 765.0 0.04% 0.29%
1997 1,272.0 0.05% 0.40%
1998 1,533.0 0.06% 0.43%
1999 1,673.0 0.06% 0.43%
2000 1,915.0 0.06% 0.44%
2001 7,844.0 0.21% 1.76%
2002 6,448.0 0.16% 1.32%
2003 4,789.0 0.11% 1.00%
200¢ 4,953.0 0.10% 1.00%

amounts in million pesos

Sources:

1998, 2003, & 2005 Phil. Statistical Yealgd\at'l Statistical Coordination Board

Disbursements by type of benefit (as % of totaladmenefits) reveal that in 2004, the amount of
old age benefits accounts for 93.7% (80.2% in 199Qptal benefit disbursements. Survivors’
benefits accounts for 4.6% (14.3% in 1990), disgbbenefits’ share is 1.3% (4.6% in 1990),
while sickness benefits accounts for 0.5% (0.9%980).

Table 3.4.4b: Social benefits disbursed by typbesfefit (as % of social benefits), 1990-2004

p

Year Sickness Disability’ Old agé Survivord  |Social Benefit
1990 0.9% 4.6% 80.2% 14.3% 100.0%
1991 0.6% 1.2% 87.2% 11.0% 100.0%
1992 0.5% 1.2% 86.1% 12.2% 100.0%
1993 0.4% 0.9% 88.8% 9.8% 100.0%
1994 1.1% 2.0% 84.0% 13.0% 100.0%
1995 0.6% 2.1% 86.9% 10.5% 100.0%
1996 0.7% 2.1% 85.8% 11.5% 100.0%
1997 0.5% 1.4% 89.9% 8.3% 100.0%
1998 0.5% 1.2% 90.0% 8.3% 100.0%
1999 0.6% 1.3% 90.1% 8.0% 100.0%
2000 0.7% 1.4% 89.8% 8.0% 100.0%
2001 0.2% 0.4% 97.1% 2.3% 100.0%
2002 0.3% 0.7% 95.8% 3.2% 100.0%
2003 0.4% 1.1% 94.1% 4.4% 100.0%
200< 0.5% 1.3% 93.7% 4.6% 100.0%

! withdrawal of savings due to health reasons
2 withdrawal of savings due to permanent total ptaisilisability / insanity

® Withdrawal of savings at retirement or membershigturity or permanent departure

4 withdrawal of savings upon death of member

Sources:

1998, 2003, & 2005 Phil. Statistical Yeatgd\at'l Statistical Coordination Board
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Administration costs In 2004, Pag-IBIG spent PhP 1,812.9 million faimanistration costs,
equivalent to about 26.8% of total expenditures. 1991, PhP 221.5 million was spent on
administration costs, or 39.2% of total expendgure

Table 3.4.4c: Administration costs (% of total erditures), 1991-2004

_ _ Administration _ Administration Costs
Social Benefits Total Expenditurep (% of Total
Year Costs .
Expenditures)
(A) (B) ©)=@A+®B) O =B/
1991 344.0 221.5 565.5 39.2%
1992 402.0 253.0 655.0 38.6%
1993 672.0 302.2 974.2 31.0%
1994 561.0 426.3 987.3 43.2%
1998 1,533.0 795.6 2,328.6 34.2%
1999 1,673.0 791.2 2,464.2 32.1%
2000 1,915.0 1,497.7 3,412.7 43.9%
2001 7,844.0 1,815.0 9,659.0 18.8%
2002 6,448.0 1,738.9 8,186.9 21.2%
2003 4,789.0 1,783.5 6,572.5 27.1%
200¢< 4,953.0 1,812.9 6,765.9 26.8%
amounts in million pesos
Sources: 2003 & 2004 Annual Audit Report of the Ca@sion on Audit for HDMF (www.coa.gov.ph)

1992, 1994, 1999, & 2001 HDMF Annual Reports
1998, 2003, & 2005 Phil. Statistical Yearbook, Natatistical Coordination Board

Financing In 2004, Pag-IBIG had collections totaling PhP,848.0 million in social
contributions and PhP 9,154.2 million in investmeémome, bringing total revenues to PhP
21,002.2 million. This amount is more than threees the amount needed to cover the year’s
expenses that totaled PhP 6,765.9 million resutting revenue/expenditure ratio of 310.4%. In
1991, the ratio was 592.9%.

Table 3.4.4d: Financing, Revenues vis-a-vis Exjiares, 1991-2004

Revenues Expenditures Revenued
Year | Contributions Investment Total Revenues  Social BeneTsAdmInIStratlon Tota_\l Expendiures
Incomeé Costs Expenditures (%)

(A (B) ©=A+®B (2] B B=D+BEI©=Q)/F
1991 1,604.0 1,749.2 3,353.2 344.0 221.5 565.5 592.9%
1992 1,670.0 1,856.9 3,526.9 402.0 253.0 655.0 538.5%
1993 2,137.0 2,174.5 4,311.5 672.0 302.2 974.2 442 5%
1994 2,232.0 2,450.7 4,682.7 561.0 426.3 987.3 474.3%
1998 9,584.0 4,785.7 14,369.7 1,533.0 795.6 2,328.6 617.1%
1999 9,575.0 4,988.7 14,563.7 1,673.0 791.2 2,464.2 591.0%
2000 10,604.0 4,311.0 14,915.0 1,915.0 1,497.7 3,412.7 437.0%
2001 10,852.0 7,746.0 18,598.0 7,844.0 1,815.0 9,659.0 192.5%
2002 9,968.0 7,866.7 17,834.7 6,448.0 1,738.9 8,186.9 217.8%
2003 11,127.0 7,904.3 19,031.3 4,789.0 1,783.5 6,572.5 289.6%
200¢ 11,848.0 9,154.2 21,002.2 4,953.0 1,812.9 6,765.9 310.4%

amounts in million pesos

1 Total income, net of direct costs

Sources: 2003 and 2004 Annual Audit Report of thrar@ission on Audit for HDMF (www.coa.gov.ph)
1992, 1994, 1999, & 2001 HDMF Annual Reports
1998, 2003, & 2005 Phil. Statistical Yearbook, Natitistical Coordination Board

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 96



Overseas Workers’ Welfare Administration (OWWA)

Social benefitsin 2004, the total amount of benefits paid redcAbP 527.8 million, equivalent
to 0.01% of GDP and 0.11% of government expenditdreis is significantly higher compared
with 1996 data when benefits paid was PhP 88.6ianjll0.004% of GDP and 0.034% of
government expenditure.

Table 3.4.5a: Social benefits disbursed (% of @DBovt Exp), 1996, 1999-2000, 2003-2004

Year Social Benefits % of GDP % of Govt Expenditure
1996 88.6 0.004% 0.034%
1999 88.6 0.003% 0.023%
2000 130.5 0.004% 0.030%
2003 478.1 0.011% 0.100%
200¢ 527.8 0.011% 0.107%

amounts in million pesos
! Expenses on Programs and Projects
Sources: 1996 OWWA Annual Report
2000 & 2004 Annual Audit Report of the COA for OWiivw.coa.gov.ph)

Administration costs In 2004, OWWA spent PhP 401.4 million for admirason costs,
equivalent to about 43.2% of total expenditures. 1996, PhP 142.2 million was spent on
administration costs, or 61.6% of total expendgure

Table 3.4.5b: Administration costs (% of total ergitures), 1996, 1999-2000, 2003-2004

. | Administration Total Administration Costs
Social Benefits : (% of Total
Year Cost$ Expenditures .
Expenditures)
(A) (B) ©)=(A)+(B) D) =B)/(C
1996 88.6 142.2 230.8 61.6%
1999 88.6 294.8 383.4 76.9%
2000 130.5 343.3 473.7 72.5%
2003 478.1 444.1 922.2 48.2%
200/ 527.8 401.4 929.2 43.2%

amounts in million pesos
! Expenses on Programs and Projects
2 Refers to all expenses except those on ProgramPianjekcts
Sources: 1996 OWWA Annual Report
2000 and 2004 Annual Audit Report of COA for OWWwweoa.gov.ph)

Financing In 2004, OWWA had collections totaling PhP 1,&lillion in social contributions
and PhP 471.9 million in investment income, briggiotal revenues to PhP 2,089.1 million.
This amount is more than twice the amount neededver the year's expenses that totaled PhP
929.2 million resulting to a revenue/expenditurtgoraf 156.4%. In 1996, the ratio was 170.8%.
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Table 3.4.5¢: Financing, Revenues vis-a-vis Exjiaras, 1996, 1999-2000, 2003-2004

Revenues Expenditures Revenued

o Investment | Administration Total Expenditures
Year | Contributions Incomé Total RevenuepSocial Benefits Costé Expenditures @)

A (B) Q=An+®B D) E) A=O+E|G=Q)/(F
1996 268.2 125.8 394.0 88.6 142.2 230.8 170.89
1999 501.2 201.5 702.7 88.6 294.8 383.4 183.39
2000 550.4 190.7 741.1 130.5 343.3 473.7 156.49
2003 1,453.1 351.8 1,804.9 478.1 444.1 922.2 195.79
2004 1,617.2 471.9 2,089.1 527.8 401.4 929.2 224.8%

amounts in million pesos
* Refers to fee collections

2 Refers to interest and other income

3 Expenses on Programs and Projects
4 Refers to all expenses except those on PrograriBrajects

Sources:

1996 OWWA Annual Report
2000 and 2004 Annual Audit Report of the CommissioAudit for OWWA (www.coa.gov.ph)

Philippine Health Insurance Corporation (PhilHealtd PHIC)

Social benefits In 2004, the total amount of medical care besgddid by PhilHealth reached

PhP 16,515.7 million, equivalent to 0.3% of GDP &r&P6 of government expenditure. This is
a significant increase compared with 1981 data Wiesrefits paid constituted only 0.1% of GDP
and 1.4% of government expenditure. The increamglme explained in large part to the transfer
of Medical Care administration in 1997 from the 88 the private sector) and GSIS (for the
government sector) to the Philippine Health InscearCorporation.
accelerate universal medical care coverage bydatiog an indigent component in the national

health insurance program thus resulting in higlesrefit payments.

The shift meant to
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Table 3.4.6a: Social benefits disbursed (as %P & Govt Expenditure), 1981-2004

Year Social Benefits % of GDP % of Govt Expenditurd
1981 339.8 0.1% 1.4%
1982 379.7 0.1% 1.3%
1983 406.8 0.1% 1.3%
1984 410.4 0.1% 1.1%
1985 438.6 0.1% 1.0%
1986 453.6 0.1% 0.9%
1987 574.7 0.1% 1.0%
1988 713.8 0.1% 1.0%
1989 726.1 0.1% 0.8%
1990 1,127.0 0.1% 1.0%
1991 1,731.5 0.1% 1.4%
1992 2,108.7 0.2% 1.6%
1993 2,709.3 0.2% 1.8%
1994 2,764.9 0.2% 1.5%
1995 2,559.7 0.1% 1.2%
1996 3,317.9 0.2% 1.3%
1997 3,613.1 0.1% 1.1%
1998 2,999.0 0.1% 0.8%
1999 4,217.7 0.1% 1.1%
2000 6,763.5 0.2% 1.5%
2001 7,700.0 0.2% 1.7%
2002 8,839.3 0.2% 1.8%
2003 13,151.7 0.3% 2.8%
200¢ 16,515.7 0.3% 3.3%

amounts in million pesos
1981-1997 data from SSS and GSIS

Sources:

Administration costs In 2004, PhilHealth spent PhP 2,159.6 million &iministration costs,

equivalent to about 14.3% of total expendituresr 1981, PhP 26.4 million was spent on
administration costs (by SSS and GSIS then as astnasitors of the medical care program), or

GSIS Actuarial Department
1997 SSS Annual Report
1995, 2003, & 2005 Phil. Statistical Yearbook, Natatistical Coordination Board

7.2% of total expenditures.

Philippine Health Insurance Corporation
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Table 3.4.6b: Administration costs (% of total ergitures), 1981-2004

- | Administration Total Administration Costs
Social Benefits . (% of Total
Year Costs Expenditures )
Expenditures)
(A) (B) ©)=(A)+(B) D) =B /(C

1981 339.8 26.4 366.2 7.2%
1982 379.7 12.1 391.8 3.1%
1983 406.8 14.6 421.4 3.5%
1984 410.4 19.5 430.0 4.5%
1985 438.6 22.5 461.0 4.9%
1986 453.6 34.6 488.2 7.1%
1987 574.7 42.4 617.1 6.9%
1988 713.8 48.1 762.0 6.3%
1989 726.1 51.7 777.8 6.7%
1990 1,127.0 68.7 1,195.6 5.7%
1991 1,731.5 97.8 1,829.4 5.3%
1992 2,108.7 126.0 2,234.7 5.6%
1993 2,709.3 137.8 2,847.1 4.8%
1994 2,764.9 144.2 2,909.1 5.0%
1995 2,559.7 187.4 2,747.1 6.8%
1996 3,317.9 301.1 3,619.0 8.3%
1997 3,613.1 492.4 4,105.5 12.0%
1998 2,999.0 579.5 3,578.5 16.2%
1999 4,217.7 666.7 4,884.4 13.6%
2000 6,763.5 858.3 7,621.8 11.3%
2001 7,700.0 1,014.5 8,714.5 11.6%
2002 8,839.3 1,162.2 10,001.5 11.6%
2003 10,956.6 1,455.0 12,411.6 11.7%
200/ 12,953.3 2,159.6 15,112.9 14.3%

amounts in million pesos
1981-1997 data from SSS and GSIS
! Due to unavailability of 1998 data for Adminisicat Costs, ave. of 1997 & 1999 data was taken
Sources: Philippine Health Insurance Corporation
GSIS Actuarial Department
1997 SSS Annual Report

Financing In 2004, PhilHealth collected PhP 16,515.7 millio social contributions and earned

PhP 4,451.8 million in investment income, bringiotal revenues to PhP 20,967.5 million. This
amount is still sufficient to cover the year’s empes that totaled PhP 15,112.9 million resulting
to a revenue/expenditure ratio of 138.7%. In 1984 ratio was 153.2%.
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Table 3.4.6¢: Financing, Revenues vis-a-vis Exjares, 1981-2004

Revenues Expenditures Revenued
Year Contributions Investment Total Revenuep Social BeneJ(sAdmmStratlon Totgl Expenditures
Incomé Costs Expenditures (%)
A ® ©=A+B D) B P=D+E[G=Q/F

1981 494.6 66.2 560.9 339.8 26.4 366.2 153.2%
1982 520.9 105.2 626.0 379.7 12.1 391.8 159.8%
1983 550.2 135.3 685.5 406.8 14.6 421.4 162.7%
1984 533.6 218.9 752.5 410.4 19.5 430.0 175.0%
1985 514.4 384.6 899.0 438.6 225 461.0 195.0%
1986 525.9 377.9 903.8 453.6 34.6 488.2 185.1%
1987 824.3 338.8 1,163.1 574.7 42.4 617.1 188.5%
1988 861.6 463.7 1,325.3 713.8 48.1 762.0 173.9%
1989 1,056.6 643.5 1,700.2 726.1 51.7 777.8 218.6%
1990 1,223.6 984.9 2,208.5 1,127.0 68.7 1,195.6 184.7%
1991 1,924.0 1,088.5 3,012.5 1,7315 97.8 1,829.4 164.7%
1992 2,325.3 1,301.1 3,626.4 2,108.7 126.0 2,234.7 162.3%
1993 2,856.6 1,364.8 4,221.4 2,709.3 137.8 2,847.1 148.3%
1994 3,624.6 1,504.8 5,129.4 2,764.9 144.2 2,909.1 176.3%
1995 4,031.1 1,665.1 5,696.2 2,559.7 187.4 2,747.1 207.4%
1996 3,782.0 1,621.5 5,403.6 3,317.9 301.1 3,619.0 149.3%
1997 3,935.4 1,408.8 5,344.2 3,613.1 492.4 4,105.5 130.2%
1998 3,851.6 2,053.9 5,905.5 2,999.0 579.5 3,578.5 165.0%
1999 5,367.0 2,699.0 8,066.0 4,217.7 666.7 4,884.4 165.1%
2000 8,557.1 2,561.6 11,118.7 6,763.5 858.3 7,621.8 145.9%
2001 11,068.9 3,448.5 14,517.4 7,700.0 1,014.5 8,714.5 166.6%
2002 12,271.0 3,441.4 15,712.4 8,839.3 1,162.2 10,001.5 157.1%
2003 13,151.7 3,725.8 16,877.5 10,956.6 1,455.0 12,411.6 136.0%
200 16,515.7 4,451.8 20,967.5 12,953.3 2,159.6 15,112.9 138.7%

amounts in million pesos
1981-1997 data from SSS and GSIS
* Due to unavailability of 1998 data for Investmand Other Income and Administration Costs, avemd®97 and 1999 data was taken

Sources:  Philippine Health Insurance Corporation

GSIS Actuarial Department
1997 SSS Annual Report

Social Security System (SSS)

Social benefits The Social Security System (SSS) is acknowledzgethe leading provider of
social protection in the Philippines. In 2004, iabsecurity benefits disbursed by the SSS
reached PhP 43,743.3 million, equivalent to 0.9%DP and 8.8% of government expenditure.
This is a significant increase compared to 1984 adten SSS disbursed PhP 540.6 million in
social security benefits, equivalent only to ab@®2% of GDP and 2.2% of government
expenditure.
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Table 3.4.7a: Social benefits disbursed (as %P & Govt Expenditure), 1981-2004

Year Social Bengefits % of GDP % of Govt Expenditure
1981 540.6 0.2% 2.2%
1982 725.9 0.2% 2.5%
1983 865.4 0.2% 2.8%
1984 1,017.3 0.2% 2.8%
1985 1,199.3 0.2% 2.8%
1986 1,470.3 0.2% 3.0%
1987 2,096.4 0.3% 3.7%
1988 3,052.3 0.4% 4.2%
1989 3,664.0 0.4% 4.2%
1990 4,972.1 0.5% 4.6%
1991 6,664.5 0.5% 5.4%
1992 8,805.6 0.7% 6.7%
1993 11,861.0 0.8% 8.0%
1994 14,926.7 0.9% 8.2%
1995 16,248.8 0.9% 7.5%
1996 17,536.8 0.8% 6.8%
1997 19,739.4 0.8% 6.2%
1998 23,974.9 0.9% 6.8%
1999 27,744.4 0.9% 7.1%
2000 32,735.1 1.0% 7.5%
2001 37,813.5 1.0% 8.5%
2002 39,566.3 1.0% 8.1%
2003 41,622.9 1.0% 8.7%
200¢ 43,743.3 0.9% 8.8%

amounts in million pesos

Sources:

SSS Actuarial Department
1995, 2003, & 2005 Phil. Statistical Yearbook, Natatistical Coordination Board

Disbursements by type of benefit (as % of totaladmenefits) show that in 2004, the amount of
old age benefits paid is 45.2% (42.8% in 1981)otdltsocial benefits paid by SSS. Survivors’
benefits account for 39.4% (27.5% in 1981), disgbbenefits 6.8% (8.0% in 1981), sickness
takes up 3.2% (12.8% in 1981), and maternity b&n8f4% (8.9% in 1981).
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Table 3.4.7b: Social benefits disbursed by typbeasfefit (as % of social benefits), 1981-2004

Year Sickness Disability Old age| Survivord | Maternity BSe(r)121fii'(l S

1981 12.8% 8.0% 42.8% 27.5% 8.9% 100.0%
1982 11.3% 8.4% 43.7% 28.3% 8.3% 100.0%
1983 9.6% 9.6% 43.4% 30.3% 7.1% 100.0%
1984 8.4% 10.3% 43.8% 30.7% 6.7% 100.0%
1985 8.0% 10.3% 42.6% 32.3% 6.7% 100.0%
1986 6.2% 9.4% 46.1% 32.8% 5.5% 100.0%
1987 6.4% 9.2% 44.1% 35.9% 4.4% 100.0%
1988 10.4% 9.0% 39.2% 35.3% 6.2% 100.0%
1989 10.2% 8.6% 38.3% 37.1% 5.7% 100.0%
1990 8.9% 10.0% 37.9% 37.8% 5.3% 100.0%
1991 7.6% 10.2% 38.9% 39.1% 4.2% 100.0%
1992 7.3% 11.0% 40.2% 37.0% 4.5% 100.09%
1993 6.9% 13.1% 38.3% 36.1% 5.6% 100.0%
1994 6.4% 15.7% 36.6% 36.1% 5.2% 100.0%
1995 6.2% 16.6% 36.2% 35.6% 5.4% 100.0%
1996 5.4% 15.8% 37.2% 36.3% 5.2% 100.0%
1997 4.8% 14.1% 38.7% 37.1% 5.4% 100.0%
1998 4.1% 12.8% 42.1% 35.6% 5.4% 100.0%
1999 3.6% 11.3% 42.7% 37.2% 5.2% 100.0%
2000 3.5% 9.9% 43.8% 37.5% 5.3% 100.0%
2001 3.3% 9.0% 44.2% 38.4% 5.1% 100.0%
2002 3.3% 8.5% 44.2% 38.6% 5.4% 100.0%
2003 3.3% 7.5% 44.7% 39.1% 5.4% 100.0%
200¢ 3.2% 6.8% 45.2% 39.4% 5.4% 100.0%

Y Includes funeral grant
Source: SSS Actuarial Department

The increases in old age and survivors’ benefitg beattributed mainly to the maturity of the
SSS scheme. The SSS no longer enjoys the uniquentagie of younger schemes in which
contributions outpace benefit payments since doming members have not yet met the
qualifying number of contributions to avail of lotgrm pension benefits.

Administration costsin 2004, the SSS spent PhP 5,192.0 million foniadtration costs, about
10.6% of total expenditures. This is a significaifference compared to 1981's PhP 92.6
million, constituting 14.6% (highest for the peri@881-2004) of total expenditures. Between
the period 1981-2004, the ratio of administratiosts to total expenditures was erratic. It was
lowest in 1993 at 6.9% before reaching another lmfh1.9% in 1999. After implementing
various cost-cutting measures, the ratio is nowdeianaged around the 10% level.
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Table 3.4.7c: Administration costs (% of total ergitures), 1981-2004

. . Administration Costs
. .| Administration Total
Social Benefits . (% of Total
Year Costs Expenditures .
Expenditures)
(A) (B) ©)=MA)+(B D) =B)/(C
1981 540.6 92.6 633.2 14.6%
1982 725.9 100.6 826.5 12.2%
1983 865.4 112.0 977.4 11.5%
1984 1,017.3 143.0 1,160.3 12.3%
1985 1,199.3 140.5 1,339.8 10.5%
1986 1,470.3 161.4 1,631.7 9.9%
1987 2,096.4 221.6 2,318.0 9.6%
1988 3,052.3 293.6 3,345.9 8.8%0,
1989 3,664.0 400.0 4,064.0 9.8%
1990 4,972.1 475.7 5,447.8 8.7%
1991 6,664.5 627.1 7,291.6 8.6%
1992 8,805.6 788.2 9,593.8 8.2%
1993 11,861.0 881.4 12,742.4 6.9%
1994 14,926.7 1,125.0 16,051.7 7.0%
1995 16,248.8 1,397.2 17,646.0 7.9%)
1996 17,536.8 1,824.5 19,361.3 9.4%,
1997 19,739.4 2,175.3 21,914.7 9.9%
1998 23,974.9 3,057.3 27,032.2 11.3%
1999 27,744.4 3,730.4 31,474.8 11.9%
2000 32,735.1 4,014.9 36,750.0 10.9%
2001 37,813.5 4,211.5 42,025.0 10.0%
2002 39,566.3 4,340.5 43,906.8 9.9%
2003 41,622.9 4,644.8 46,267.7 10.0%
200< 43,743.3 5,192.0 48,935.3 10.6%
amounts in million pesos
Source: SSS Actuarial Department

Financing In 2004, the SSS collected PhP 43,083.6 milllosdcial security contributions and
earned PhP 7,565.8 million in investment and otheome, bringing total revenues to PhP
50,649.4 million. This was barely enough to cotlex year’s total expenditures amounting to
PhP 48,935.3 million. This yielded a revenue/exiteine ratio of 103.5%. The ratio was much
better in 1981 when it stood at 368.5%.
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Table 3.4.7d: Financing, Revenues vis-a-vis Exjiares, 1981-2004

Revenues Expenditures Revenued
Year | Contributions Investment Total Revenues  Social Bene€||sAdmInIStratlon TOtéI Expendiures
Income Costs Expenditures (%)

) (B) © =@ +(B ()] (B) P=O)+E]O=Q)/F
1981 1,319.6 1,013.6 2,333.2 540.6 92.6 633.2 368.59
1982 1,406.0 1,270.5 2,676.5 725.9 100.6 826.5 323.89
1983 1,474.3 1,577.0 3,051.3 865.4 112.0 977.4 312.29
1984 1,582.8 2,572.9 4,155.7 1,017.3 143.0 1,160.3 358.29
1985 1,658.7 4,335.6 5,994.3 1,199.3 140.5 1,339.8 447.49
1986 1,688.1 3,961.4 5,649.5 1,470.3 161.4 1,631.7 346.29
1987 3,355.3 3,837.1 7,192.4 2,096.4 221.6 2,318.0 310.39
1988 4,287.6 4,385.2 8,672.8 3,052.3 293.6 3,345.9 259.29
1989 5,122.0 5,476.0 10,598.0 3,664.0 400.0 4,064.0 260.89
1990 6,262.9 7,672.2 13,935.1 4,972.1 475.7 5,447.8 255.89
1991 7,822.3 10,538.1 18,360.4 6,664.5 627.1 7,291.6 251.89
1992 9,180.6 10,016.9 19,197.5 8,805.6 788.2 9,593.8 200.19
1993 10,986.5 11,335.8 22,322.3 11,861.0 881.4 12,742.4 175.29
1994 13,350.7 11,368.1 24,718.8 14,926.7 1,125.0 16,051.7 154.09
1995 15,399.2 12,228.8 27,628.0 16,248.8 1,397.2 17,646.0 156.69
1996 18,052.1 12,346.8 30,398.9 17,536.8 1,824.5 19,361.3 157.09
1997 22,038.1 14,114.0 36,152.1 19,739.4 2,175.3 21,914.7 165.09
1998 24,517.0 16,287.7 40,804.7 23,974.9 3,057.3 27,032.2 150.99
1999 26,808.5 17,125.8 43,934.3 27,744.4 3,730.4 31,474.8 139.69
2000 29,885.5 10,217.2 40,102.7 32,735.1 4,014.9 36,750.0 109.19
2001 30,912.0 12,390.1 43,302.1 37,813.5 4,211.5 42,025.0 103.09
2002 33,702.2 9,901.2 43,603.4 39,566.3 4,340.5 43,906.8 99.3%
2003 38,634.7 11,694.6 50,329.3 41,622.9 4,644.8 46,267.7 108.89
200¢ 43,083.6 7,565.8 50,649.4 43,743.3 5,192.0 48,935.3 103.5%

amounts in million pesos
Source: SSS Actuarial Department

(i) Non-contributory schemes
Department of Social Welfare and Development (DSWD)

Social benefits Tasked with the administration of the governmeisbcial assistance program,
the Department of Social Welfare and Developmesbulised PhP 633.1 million in social
benefits (in the form of grants and donations)tfa year 2002, equivalent to 0.02% of GDP and
0.13% of government expenditure. Ratios are simita 1999 ratios when social benefits
disbursed was 0.02% and 0.15%, respectively. Taegemely low ratios may be attributed to
the fact that much of DSWD’s work are in terms obiinating social assistance efforts (thus
not requiring direct provision of benefits by thegartment), channeling funds from donors to
beneficiaries.
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Table 3.4.8a: Social benefits disbursed (as %P @nd Govt Expenditure), 1999 & 2002

Year Social Benefit$ % of GDP % of Govt Expenditure
1999 584.1 0.02% 0.15%
200z 633.1 0.02% 0.13%

amounts in million pesos

! Grants & donations representing 56.2% of DSWD'sritémance & Other Operating Expenses
(56.2% is actual 2002 ratio; same ratio is useastimate amount of social benefits in 1999)
2002 Annual Audit Report of CommissionwtitAor DSWD (www.coa.gov.ph)

1999 DSWD Annual Report

Sources:

Administration costsIn 2002, the DSWD spent PhP 1,043.9 million fdmanistration costs,
about 62.2% of total expenditures. This is quibeilar compared to 1999's PhP 928.1 million,
constituting 61.4% of total expenditures.

Table 3.4.8b: Administration costs (% of total ergitures), 1999 & 2002

al 6t Administration Total Adm|r:)|/str?t_|rorl Closts
Year Social Benefit Cost$é Expenditures (%0 .O a
Expenditures)
(A) (B) (€) =) +(B) D) =B)/(C
1999 584.1 928.1 1,512.2 61.4%
200z 633.1 1,043.9 1,677.0 62.2%

amounts in million pesos

! Grants & donations representing 56.2% of DSWD'sritémance & Other Operating Expenses
(56.2% is actual 2002 ratio; same ratio is useestimate amount of social benefits in 1999)

2 All other expenses except grants and donations

Sources: 2002 Annual Audit Report of the CommissioAudit for DSWD (www.coa.gov.ph)

1999 DSWD Annual Report

These seemingly high levels of administration castsharacteristic of institutions involved in
social protection administration but only on thdigoor decision-making level and on tasks that
require coordination and facilitation only.

Financing In 2002, the DSWD had revenues amounting to P8B215 million, more than
enough to cover the years total expenditures of Ph677.0 million resulting to a
revenue/expenditure ratio of 115.2%. This ratimisch better compared to 1999’s 102.9%

Table 3.4.8c: Financing, Revenues vis-a-vis Exjares, 1999 & 2002

Revenues Expenditures Revenueyd
Administration Expenditures
Year i i Total
Total Social Benefits Costd (%)
A) (B) (©) OD)y=@B)+@C) | E)Y=M®)/(F)
1999 1,555.4 584.1 928.1 1,512.2 102.9%
2002 1,932.5 633.1 1,043.9 1,677.0 115.2%

amounts in million pesos
! Income that is almost entirely from national gonarent
2 Grants & donations representing 56.2% of DSWD'siMenance & Other Operating Expenses

(56.2% is actual 2002 ratio; same ratio is usedetstimate amount of social benefits in 1999)
3 All other expenses except grants and donations

Sources:

2002 Annual Audit Report of the CommissinrAudit for DSWD (www.coa.gov.ph)
1999 DSWD Annual Report
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Philippine Amusement and Gaming Corporation (PAGCQR

Social benefits In 2004, the total amount of social benefits paid by PAGCOR’s gaming
operations amounted to PhP 9,196.9 million (assgnti@% government share taken from
winnings net of franchise tax is used entirelydocial benefits), equivalent to 0.2% of GDP and
1.9% of government expenditure. In 1998, bengbitgsd was also 0.2% of GDP while
government expenditure was at 1.5%.

Table 3.4.9a: Social benefits disbursed (% of @DBovt Expenditure), 1998-2000, 2003-2004

Year Social Benefit$ % of GDP % of Govt Expenditure
1998 5,148.8 0.2% 1.5%
1999 5,227.9 0.2% 1.3%
2000 6,168.6 0.2% 1.4%
2003 7,871.2 0.2% 1.6%
200¢ 9,196.9 0.2% 1.9%

amounts in million pesos
! Government share taken from 50% of winnings (dfearchise tax)
Source: 1999, 2000, & 2004 Annual Audit Report ofAd6r PAGCOR (www.coa.gov.ph)

Administration costs In 2004, PAGCOR spent PhP 9,149.9 million for adstration costs,
49.9% of total expenditures. This ratio still apgmates the 1998 ratio of 47.5%.

Table 3.4.9b: Administration costs (% of total ergitures), 1998-2000, 2003-2004

- - Administration Total Adm|r:)|strat|on Costs
vear | Social Benefits Costd Expenditures (% of Total
Expenditures)
(A) (B) ©) =)+ (B) D) =B)/(C
1998 5,148.8 4,663.8 9,812.6 47.5%
1999 5,227.9 5,069.8 10,297.7 49.2%
2000 6,168.6 5,932.4 12,101.0 49.0%
2003 7,871.2 9,037.8 16,909.0 53.4%
200¢ 9,196.9 9,149.9 18,346.8 49.9%
amounts in million pesos
! Government share taken from 50% of winnings (dfterchise tax)
2 personal Services plus Maintenance and Other Qtimey&xpense
Source: 1999, 2000, & 2004 Annual Audit Report ofAd6r PAGCOR (www.coa.gov.ph)

Financing In 2004, PAGCOR had revenues amounting to PhRB93& million, barely
exceeding the years total expenditures of PhP 4B(B million resulting to a
revenue/expenditure ratio of 100.3%. This raticW84.9% in 1998.
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Table 3.4.9c: Financing, Revenues vis-a-vis Exjieres, 1998-2000 , 2003-2004

Revenues Expenditures Revenued
Administration Expenditures
Year i i Total
Totaf Social Benefits Costd (%)
(A) (B) ©) DO)=B)+(C | (E)=@A)/(F)
1998 10,297.6 5,148.8 4,663.8 9,812.6 104.9%
1999 10,455.8 5,227.9 5,069.8 10,297.7 101.5%
2000 12,337.2 6,168.6 5,932.4 12,101.0 102.0%
2003 15,742.4 7,871.2 9,037.8 16,909.0 93.1%
200¢ 18,393.8 9,196.9 9,149.9 18,346.8 100.3%

amounts in million pesos

! Winnings after franchise tax

2 Government share taken from 50% of winnings (dfterchise tax)

® Personal Setrvices plus Maintenance and Other Qjrey&xpense

Source: 1999, 2000, & 2004 Annual Audit Report ofAd6r PAGCOR (www.coa.gov.ph)

Philippine Charity Sweepstakes Office (PCSO)

Social benefits In 2004, the total amount of social benefits paid of lotto and sweepstakes
sales reached PhP 3,031.2 million, equivalent ©®00f GDP and 0.6% of government
expenditure. This is a similar ratio compared wii®5 data when benefits paid was also 0.1%
of GDP and 0.5% of government expenditure.

Table 3.4.10a: Social benefits disbursed (as @P and Govt Expenditure), 1995-2004

Year Social Benefit$ % of GDP % of Govt Expenditure
1995 1,068.0 0.1% 0.5%
1996 1,383.0 0.1% 0.5%
1997 1,788.0 0.1% 0.6%
1998 1,872.0 0.1% 0.5%
1999 2,082.0 0.1% 0.5%
2000 1,977.0 0.1% 0.5%
2001 2,211.0 0.1% 0.5%
2002 2,796.0 0.1% 0.6%
2003 2,625.3 0.1% 0.5%
200¢ 3,031.2 0.1% 0.6%

amounts in million pesos

1 30% of Lotto and Sweepstakes Sales

Source: Based on presentation of PCSO Chairman duhia 1st Nat'l Convention on Social
Security, 2-3 February 2004, Philippine Interna@iConvention Center
2004 Annual Audit Report of COA on PCSO

Administration costsin 2004, the PCSO spent PhP 1,398.0 million fbmiaistration costs, one-
third of total expenditures. Administration coatsa percentage of total expenditure is constant
at 33.3% due to the explicit distribution of furalssing from the sale of Lotto and Sweepstakes
tickets (30% for charity fund or social benefit§% for operating expenses, and 55% for the
prize fund).
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Table 3.4.10b: Administration costs (% of totaperditures), 1995-2004

_ _ Administration Total Administration Costs
vear | Soci@l Benefits Cost Expendit (% of Total
penditures .
Expenditures)
(A) (B) €)=~ +(B) D) =B)/(C
1995 1,068.0 534.0 1,602.0 33.3%
1996 1,383.0 691.5 2,074.5 33.3%
1997 1,788.0 894.0 2,682.0 33.3%
1998 1,872.0 936.0 2,808.0 33.3%
1999 2,082.0 1,041.0 3,123.0 33.3%
2000 1,977.0 988.5 2,965.5 33.3%
2001 2,211.0 1,105.5 3,316.5 33.3%
2002 2,796.0 1,398.0 4,194.0 33.3%
2003 2,625.3 1,312.7 3,938.0 33.3%
200¢ 3,031.2 1,515.6 4,546.8 33.3%

amounts in million pesos
1 30% of Lotto and Sweepstakes Sales
2 15% of Lotto and Sweepstakes Sales
Based on presentation of PCSO Chairman duha 1st Nat'| Convention on Social
Security, 2-3 February 2004, Philippine InternaiConvention Center

2004 Annual Audit Report of COA on PCSO

Source:

Financing In 2002, the PCSO earned PhP 9,320.0 million ftotto and sweepstakes sales.

Thus, it was able to allot PhP 2,796.0 million (30%sales) for social benefits and PhP 1,398
million (15% of sales) for administration costsheTexplicit allocation of sales proceeds causes
the revenue/expenditure ratio to be held constmmiedl.

Table 3.4.11c: Financing, Revenues vis-a-vis Edpares, 1995-2004

Revenues Expenditures Revenued
Sweepstakes ) Administration Total Expenditures
Year Lotto Sales Sales Total Revenue§ Social Benefits Costd Expenditures %)
(&) (B) Q=" +(B D) E) A=D)+E ] Q=©Q)/(F
1995 2,630.0 930.0 3,560.0 1,068.0 534.0 1,602.0 222.2%
1996 4,250.0 360.0 4,610.0 1,383.0 691.5 2,074.5 222.2%
1997 5,510.0 450.0 5,960.0 1,788.0 894.0 2,682.0 222.29
1998 5,710.0 530.0 6,240.0 1,872.0 936.0 2,808.0 222.29
1999 6,640.0 300.0 6,940.0 2,082.0 1,041.0 3,123.0 222.2%
2000 6,230.0 360.0 6,590.0 1,977.0 988.5 2,965.5 222.2%
2001 6,920.0 450.0 7,370.0 2,211.0 1,105.5 3,316.5 222.29
2002 8,830.0 490.0 9,320.0 2,796.0 1,398.0 4,194.0 222.2%
2003 8,500.9 250.2 8,751.1 2,625.3 1,312.7 3,938.0 222.2%
200¢ 9,981.4 122.6 10,104.0 3,031.2 1,515.6 4,546.8 222.2%
amounts in million pesos
1 30% of Lotto and Sweepstakes Sales
2 15% of Lotto and Sweepstakes Sales
Source: Based on presentation of PCSO Chairmangtiia 1st Nat'| Convention on Social
Security, 2-3 February 2004, Philippine Internaib@onvention Center
2004 Annual Audit Report of COA on PCSO
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Philippine Veterans Affairs Office (PVAO)

Social benefits In 2002, the total amount of social benefits paydPVAO amounted to PhP
12,876.8 million, equivalent to 0.3% of GDP and%2.6f government expenditure. This is
almost the same ratio as with 1998 data when kenedid was also 0.3% of GDP and 2.5% of
government expenditure.

Table 3.4.11a: Social benefits disbursed (as @P and Govt Expenditure), 1998-2002

Year Social Benefit$ % of GDP % of Govt Expenditure
1998 8,989.5 0.3% 2.5%
1999 10,744.2 0.4% 2.8%
2000 10,951.9 0.3% 2.5%
2001 11,932.5 0.3% 2.7%
200z 12,876.8 0.3% 2.6%

amounts in million pesos
! Pensions (99.3% of Personal Services) plus OtlemeBts (61.8% of Maintenance & Other OpEX)
(99.3% and 61.8% are actual 1999 ratios; saméraias used to estimate for other years)
Sources: 1999, 2000, & 2002 Annual Audit Reporhef€@ommission on Audit for PVAO
Presentation of 2001 PVAO proposed budget (FY ZIBW Technical Budget Hearing)

Disbursements by type of benefit (as % of totaladmenefits) show that in 2002, the amount of
old age benefits paid is 90.7% (90.3% in 1998) athlt social benefits paid by PVAO.
Survivors’ benefits account for 6.6% (6.7% in 1998isability benefits 2.3% (2.3% also in
1998), medical care takes up 0.05% (0.1% in 1988) educational benefits’ share is 0.4%

(0.6% in 1998).

Table 3.4.11b: Social benefits disbursed by tyfdeenefit (% of social benefits), 1998-2002

Year |Medical Card Disabilit” | Oldagé | Survivor$ | Educational BSOC@
enefits
1998 0.1% 2.3% 90.3% 6.7% 0.6% 100.0%
1999 0.1% 2.3% 90.1% 6.9% 0.7% 100.09%4
2000 0.1% 2.3% 89.9% 6.9% 0.8% 100.0%
2001 0.1% 2.3% 90.5% 6.7% 0.5% 100.0%
200z 0.05% 2.3% 90.7% 6.6% 0.4% 100.0%

amounts in million pesos
! Hospitalization benefit (3.4% of Maintenance andedt®pEx based on actual 1999 data)
2 2.3% of Personal Services expense based on at998l data
3 90.8% of Personal Services expense based on ak998l data
4 Includes burial assistance (6.2% of Personal Smwiexpense; plus 30.4% of Maintenance & Other OpEXx
based on actual 1999 data)
5 27.9% of Maintenance and Other OpEx based on ad2@9 data
Sources: 1999, 2000, & 2002 Annual Audit Reporhef@ommission on Audit for PVAO
Presentation of 2001 PVAO proposed budget (FY 200¥ D&chnical Budget Hearing)

Administration costsin 2002, PVAO spent PhP 160.8 million for admiirsigon costs, 1.2% of
total expenditures. This ratio shows a decreasepaced with the 1998 ratio of 1.5%. This
extremely low ratio is attributed, not necessaittilyoperational efficiency, but more to the sheer
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magnitude of the amount of pensions (old age itiqudar) disbursed for Filipino veterans and
their beneficiaries (compare social benefits wdmanistration costs).

Table 3.4.11c: Administration costs (% of totaperditures), 1998-2002

. | Administration Total Administration Costs
Social Benefits : (% of Total
Year Costé Expenditures .
Expenditures)
(A) (B) Q=N +B O) =B /(C
1998 8,989.5 134.3 9,123.7 1.5%
1999 10,744.2 179.2 10,923.4 1.6%
2000 10,951.9 207.9 11,159.7 1.9%
2001 11,932.5 167.3 12,099.8 1.4%
200z 12,876.8 160.8 13,037.6 1.2%

amounts in million pesos
! Pensions (99.3% of Personal Services) plus OtleseBts (61.8% of Maintenance & Other OpEX)
(99.3% and 61.8% are actual 1999 ratios; saménrafas used to estimate for other years)
2 All other expenditures aside from Social Benefits
Sources: 1999, 2000, & 2002 Annual Audit Reporhef@ommission on Audit for PVAO
Presentation of 2001 PVAO proposed budget (FY Technical Budget Hearing)

Financing In 2002, PVAO had revenues mainly from governmagropriations amounting to
PhP 12,814.4 million, no longer enough to coverybar’s total expenditures of PhP 13,037.6
million resulting to a revenue/expenditure ratio983%. The ratio was better in 1998 when it
stood at 100.4%.

Table 3.4.11d: Financing, Revenues vis-a-vis Edjiares, 1998-2002

Revenues Expenditures Revenued
Administration Expenditures
Year i i Total
Total Social Benefits Costd (%)
(A) B) © D=@B)+C | B=MAIF
1998 9,160.9 8,989.5 134.3 9,123.7 100.4%
1999 10,966.8 10,744.2 179.2 10,923.4 100.4%
2000 11,164.5 10,951.9 207.9 11,159.7 100.0%9
2001 11,989.4 11,9325 167.3 12,099.8 99.1%
200z 12,814.4 12,876.8 160.8 13,037.6 98.3%

amounts in million pesos
! Government appropriations (due to unavailabilify2001 data, average of 2000 and 2002 was taken)
2 pensions (99.3% of Personal Services) plus OtleseBts (61.8% of Maintenance & Other OpEX)
(99.3% and 61.8% are actual 1999 ratios; saméraias used to estimate for other years)
3 All other expenditures aside from Social Benefits
Sources: 1999, 2000, & 2002 Annual Audit Reporhef@ommission on Audit for PVAO
Presentation of 2001 PVAO proposed budget (FY ZIBW Technical Budget Hearing)

(i)  Local government units

Consistent with the aims of the Local Government€of 1991 decentralizing and devolving
authority as well as accountability to local govaent units (LGUSs), the expenditure program of
the National Government (NG) includes provisiorsolbsidy to LGUSs.
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For the years 2003-2005, NG earmarked the followimgunts to LGUSs:

Table 3.4.12: NG Expenditure Program for LGUs, 22005

Purpose Levels(in milion pesos) | % of Total NG Allocation to LGUs |% of Total NG Expenditure Program| % of GDP.
2003 | 2004 | 2005 2003 | 2004 | 2005 2003 2004 2006 2p03 2004
Social Services 52,170 52,170 56,101 37.0% 37.0% 37.0%6 6.3% 6.1% 6p%n  12% 11%
Economic Services 49,350 49,350 53,068 35.0% 35.0% 35.0%6 6.0% 5.7% 5B%  11% 10%
General Public Serviced  39,48039,480 42,454 28.0% 28.0% 28.0%6 4.8% 4.6% 4F%  09% (8%
TOTAL 141,000 141,000 151,623  100.0%  100.0%  100.0% 17.1% 16.4% 167% 3.3% p.9%

Source: 2005 Philippine Statistical Yearbook, dtai Statistical Coordination Board

In terms of amount, it is noteworthy that the NGoemditure program for LGUs in 2003 was

carried forward to 2004 before it was increase@005. For the three years, there is a fixed
distribution of how the allocated funds will be ds&87% for social services; 35% for economic
services; and 28% for general public services. ti@naverage, NG allocates about 16.7% of its
expenditure program to LGUs. For 2003-2004, NGeexjture program for LGUs averages

about 3.1% of GDP.

(iv)  Micro-insurance schemes

Since literature on micro-insurance schemes aréelinit is not possible to have an overall
estimate for the amount of social benefits, adrnrai®n costs, and financing that were paid out
by such schemes. A recent study of the i,Mowever, took inventory of about 41 micro-
insurance schemes, providing some insight on therses’ general features as well as financing
and expenditure profiles.

Social benefits Majority of micro-insurance schemes limit theskr coverage to those needs
identified by their membership. Usually, thesd&sisvould just be a few — hospitalization, need
for primary health care, or life insurance.

Administration Most micro-insurance schemes are community-bakasling sprung from
community-based organizations. These organizatehgither agitiator of the scheme or as
ownerif the scheme has been established already. Gaasiohs for institutional sustainability
and achievement of aritical mass led many groups to adopt a cooperative-style of
organizational structure and governance.

Financing Premium payments for common micro-insurance selsesme assessed either weekly,
monthly, or annually.

In the ILO survey, the annual equivalent of premipayments were taken for comparative
purposes. The survey revealed that micro-insuraohemes that collected less than PhP100 a
year were the most common (29%); followed by scleethat collected more than PhP 1,000 but
less than P5,000 a year (22%); then by schemegdhatted more than PhP 100 but less than
PhP 200 a year (20%); then by schemes that callestee than PhP 200 but less than PhP 500 a
year (17%); then by schemes that collected mone Bt&® 500 but less than PhP 1,000 a year
(7%); and then finally by schemes that collectederibhan PhP 5,000 a year (5%). Standard
assessment options include “peso-per-day” and ‘[R26wveek” schemes.

® Inventory of Micro-Insurance Schemes, Septemb8#20.0 Subregional Office for Asia and the Pacific
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(v) Non-government organizations (NGOS)

NGOs play a significant role in providing benefits groups that are perhaps not being given
sufficient attention by government — particularhpgps that are difficult to reach geographically
and groups that have limited lobby support.

Non-government organizations remain heavily depehde external sources to finance their
respective advocacies and/or benefit programs. alUsunding sources for Philippine NGOs
include funding from official overseas aid orgatia@as, philanthropic funds, and corporate
funds.

3.5 Actuarial issues faced by selected social insur ~ ance institutions

0] Armed Forces of the Philippines-Retirement and Sepation Benefits System

The attainment of the point of self-sufficiency ®IFP-RSBS is too far into the future. Actuarial
estimates put it in the late 2070s. The provisifamscontributions, investments, benefits, and
administration must be revisited on a holistic pective taking into consideration the entire
pension system for the military. For instance, éxéstence of PVAO and AFP-RSBS may
perhaps be rationalized.

(i) Employees’ Compensation Commission

The main issue here is the peculiar contributiors lzenefits structure that apply to private- and
public-sector employees. The structure is dissimit many respects resulting in financial and

procedural problems.

For instance, private sector contribution to theCEE practically pegged at P10/month/worker
while public sector contribution may be as highiPa90/month/worker.

(i)  Government Service Insurance System

The recent move of the GSIS to abolish the ceiliog social contributions has yet to be
evaluated actuarially. Operating expense levasacessively high for a membership base that
is easy to identify and locate and that is lesa th& million in number.

(iv)  Social Security System

The SSS contribution rate increase to 9.4% (froa?6}.is still inadequate. Link between
contributions and benefits must be strengthened.
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Chapter 4. Assessment of social protection cover  age

This chapter aims to put in proper perspectiveassessment of social protection programs for:
(1) Formal sector workers; (2) Informal sector wenk and (3) Migrant workers.

4.1 Formal sector

In legal terms, social insurance coverage for foresetor workers is well-defined. National
government (as employer) and most major firms,i@adrly in the industry and services sector,
have significantly complied to the social protentimandates of the four main social insurance
institutions in the Philippines: (1) GSIS; (2) SS&) PhilHealth; and (4) ECC. These
institutions provide formal sector workers withl@dst a safety net (mostly in the form of a cash
benefit) for various contingencies such as old alygability, death, sickness, maternity, and
employment-related injuries.

4.1.1 Current status

Taking a look at the past 12 years (1993-2004),etinatic trend of social protection coverage
can be observed, perhaps demonstrating the labokemaffect of economic conditions
prevailing over the period - particularly obviossthe year 1997 when the financial crisis hit the
Asian region.

Figure 4.1.1: Percent of employed workers withaldosurance coverage, 1993-2004
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Note: Calculations based on data from SSS & 20@i5gpine Statistical Yearbook of NSCB.

The share of employed workers with social protectioverage is highest in 2004 at 26.5% (or
8.4-M workers out of total employed of 31.7-M worke Thus, even at the best historical
performance of the four main social insurance tastins, almost three-fourths (i.e. 73.5%) of
the employed workforce are still without socialurence coverage.
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Also, there exists popular perception that the aoitisurance program that operates in the
Philippines is inherently inefficient and costlyrin. By operating independently of each other,
SSS, GSIS, and Philhealth have all had to set-ugxr tbwn branch offices nationwide.
Opportunities to achieve economies of scale ardeioig taken advantage of.

4.1.2 Challenges and gaps

The main challenge is to narrow the gap betweendted number of employed and the total

number of employed with social insurance coveragmce the legal mandate already exists, the
central issue has shifted to the enforcement obmpdiance to such mandate. Improved

compliance will positively affect the financial &ta of social insurance funds, even if only in the
short-term.

4.1.3 Policy and program interventions
4.1.3.1 Public sector initiatives

The SSS continues its campaign of going after ey@ptowho do not remit SSS contributions for
and in behalf of their employees. It also triesréise the consciousness of members that
contributions are savings for the future. Accoudticers were also hired, trained, and fielded
to map out employers in a nationwide campaign teusn regularity of remittances and
compliance to the SSS charter.

Moreover, the SSS entered into an agreement wigh Dbpartment of Interior and Local
Government to reinforce the requirement for SS&ralece on the issuance/renewal of business
permits. The objective here is to prevent a bssinfeom operating if it does not fulfill its
obligations to the SSS.

PhilHealth, for its part, will continue with its mdate of providing health care to all Filipinos
through the following major thrusts and prioritied) Sustain its sponsored program for
indigents; (2) Intensify collection efforts to m&m viability of the health insurance program;
and (3) Strengthening partnerships with internati@onor agencies as well as local institutions.

4.1.3.2 Private sector initiatives

Non-government organizations (NGOs) and other nofitpporganizations / associations have a
vital role in providing social protection coverafpe formal sector workers. Many government
agencies have realized their importance and hajened them to participate in carrying out
social protection mandates. The Personnel ManageAssociation of the Philippines (PMAP),
for instance, declared its support for SSS' infdromacampaign and also pledged to assist in
feedback mechanisms.

Advocacy groups also exist which aim to protect rilghts of both workers and retirees. The
Philippine Association of Retired Persons (PARP)pé&ticularly vigilant in the way SSS
manages and implements its social security prodoanwvorkers and pensioners.
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Various trade unions and staff associations hage atmained steadfast in ensuring that
employers continue to provide social protectiothi&r employees as mandated by law.

4.2 Informal sector

Throughout the history of Philippine governmentyesal law and presidential decrees which
have been enacted mainly for formal sector workéss protect the informal sector: Presidential
Decree No. 442 (1974) as amended, also known dsaltver Code of the Philippines; Republic
Act No. 1161 (1954) as amended, also known as twaSSecurity Law; and Presidential
Decree No. 1519 (1978), also known as the MedicaleCAct. Recent legislations were
Republic Act No. 8282 (1997), the Social Securitgt And Republic Act No. 7875 (1995),
popularly known as the National Health Insurance. ARA 7875 also created the Philippine
Health Insurance Corporation (PhilHealth).

The provisions of the Labor Code of the Philippimggply to all workers, including informal

sector workers. The Code seeks to protect workerm economic exploitation, physical

damage or harm, and insecurity. It also proteetsnen, minors, handicapped workers,
apprentices, farmer-lessees, share tenants, arkgrson the sugar industry.

The scope of coverage of the SSS Charter (i.e. BtiepAct 8282) is defined broadly and in
general terms, effectively including informal secteorkers. This is expressly stated in Section
9 and Section 9-A of RA 8282.

Section 9 states that coverage in the SSS shalbipulsory upon all employees not over sixty
(60) years of age and their employers. Section 6nAthe other hand, states that coverage in the
SSS shall be compulsory for all self-employed pesso

With regard to health care, PhilHealth is taskegrwvide all Filipinos with mechanism to gain
financial access to health services, in combinatwth other government health programs. Its
highest priority is to achieve coverage of the rengopulation with at least a basic minimum
package of health insurance benefits.

Thus, in providing social protection coverage ttbimal workers, SSS and PhilHealth are the
lead institutions.

4.2.1 Segmentation
In trying to understand the dynamics of informaitee work, various literature exist that attempt

to further categorize this sector. However, a moesaningful approach is to categorize the
informal economy, as folloW4

" By Kenichi Hirose, Extending Health Insurance aakial Security Coverage for Workers in the Informa
Economy.
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Category A
Main characteristic

Examples
Organizational form
Labour force
Capital stock

Use of modern technology:

Category B
Main characteristic

Examples
Organizational form
Labour force
Capital stock

Use of modern technology:

Category C
Main characteristic

Examples
Organizational form
Labour force
Capital stock

Use of modern technology:

Category D
Main characteristic

Examples
Organizational form
Labour force
Capital stock

Use of modern technology:

Category E
Main characteristic

Examples

Organizational form
Labour force

Capital stock

Use of modern technology

Highly mobile
Ambulant vendors, sidewalk sales, @iers, parking assistants, etc.
Unregistered and unlicensed
Single person
Minimal or zero
None

Mobile or home-based
Food vendors, bicycle taxis, home fomoking, simple handicrafts, etc
Unregistered and unlicensed
Single person
Small but visible
Very minimal

Semi-fixed or recognised agiag zones
Street craft stalls, food stalls, moyole taxis, etc.
Unregistered, informal licear rents
Single person or family labour
Modest, in fixed location
Relatively minor

Fixed location
Small shops, motor workshops, furnituoekers, indoor stalls, etc.
Unregistered , informal apdnfial licenses
Mainly family labour with some atidhal employment
Moderate
Some modern technolegy phones, faxes, power machinery, etc.)

Professional self-employéxkd or home-based
Accountants, medical practitioners
Unregistered, licensed, memloé associations
Usually single operation with enydes
Moderate

Some specialist modsrhrtology

The rationale behind a categorization as abovéhas policy- and decision-makers may be
provided with a better understanding to develogpessive measures to extend social security to
workers in the informal economy. It may also befukin identifying the poor and vulnerable
groups. Thus, a realistic strategy would be tematsocial security from relatively organized
workers with more regular income (as in categoleand E) to highly mobile workers who live
on a day-to-day basis (category A).

4.2.2 Current status
With low and irregular incomes, the informal sechas had difficulty in coping with death,

disability, old age or unemployment of the inconaener. Financial resources to cover medical
expenses for maternity or sickness are also hacdrtee by. Majority of those in informal sector
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work is especially prone to the kinds of life coggencies for which social protection is
designed.

In a May 2004 study, the ILO identified the followi factors for low social security
participation among the informal sector: (1) Abserd employer-employee relationship; (2)
Low and unstable incomes; (3) Lack of awarenessooial security rights; (4) Satisfaction with
indigenous social security schemes; (5) Compleicigsl and procedures; and (6) Inappropriate
and inadequate benefits and services. Ease of and exit in informal sector activities, when
compared with the documentation and costs invoiwedegistering businesses in the formal
sector, may also explain the growth of the inforsedtor.

4.2.3 Challenges and gaps

The main challenge is to provide adequate incestivérastructure, and appropriate policies and
procedures that would bring informal sector worker® the gambit of social security as
provided by the SSS and of health care insuranpecasded by PhilHealth.

In a 1995 survey of the National Statistics Offitewas reported that from a sample of 3,391
operators in the informal sector, only 15.5% wezgistered with the SSS, 9.6% have private
insurance schemes, and 1.0% participate in someneooel scheme. Reasons offered for non-
registration with the SSS included: activities wiye small, no need for coverage, lack of time,
lack of information, etc. Majority (about 80%) tfose interviewed expressed no interest in
registering with the SSS.

4.2.4 Policy and program interventions
4.2.4.1  Public sector initiatives

In the late 1990s, in an effort to provide conveoein paying SSS contributions, SSS launched
the Auto-Debit Arrangement (ADA) program. The AD#ogram is a one-time enroliment
scheme wherein SSS contributions and/or loan repaigwill be automatically deducted from
the member's bank account every"ifay of the month. Collections shall be electratjc
consolidated and transmitted to the SSS for autenpaisting. It is hoped that this program
provides sufficient incentive for self-employed niears to pay their SSS obligations.

In May 2002, the SSS in partnership with DOLE, ippihe Savings Bank (PSBank), and

Development Bank of the Philippines (DBP) launclzegilot program that would allow SSS

members from the informal sector to deposit smalbants in a savings account to cumulate
until it reaches the required monthly SSS contrdsut PSBank or DBP would then remit the
member's contribution to the SSS through an autiordabit arrangement (ADA).

In September 2002, the SSS also launched its Naiti@Branch Tellering System enabling SSS
members (employee- and employer-members). Thiggrprovides an important additional
alternative for paying SSS obligations. SSS paymean now be paid directly to any one of
more than 40 branch offices equipped with brandlerse This is SSS' response to members
who have experienced difficulties in paying thro&BS-accredited banks.

Social Protection Expenditure and Performance ReviRepublic of the Philippines Page 118



Other innovative programs in the pipeline inclugayment via mobile phone text messaging;
payment via internet; payment through credit camsgd payment through money transfer
channels.

PhilHealth, on the other hand, continues to expgagmlth insurance coverage by increasing its
membership base and through accreditation of aiggpwumber of health care professionals
and hospitals, clinics, and health units.

A significant legislative milestone in 2004 was tiessage of Republic Act 9334. Cognizant of
the importance of social health insurance in naticievelopment, Congress earmarked 2.5% of
the expected government incremental revenues fageston sin products for the next five years

to the National Health Insurance Program. Thecation translates to an additional P350-M to

P450-M for PhilHealth to be used in subsidies far $ponsored Program.

Also, PhilHealth has recently adopted the policynidude stepparents and adoptive parents as
legal dependents.

Partnerships with other institutions continue tddrged through the signing of Memorandum of
Agreement (MOA) for various projects aimed at impng service delivery and increasing
membership base.

PhilHealth also launched the PhilHealth Organizedu@s Interface (POGI), a program which
recognizes organized groups as vital partners eénattainment of universal health insurance
coverage. Under this scheme, cooperatives aresifod@s depending on their level of
organizational maturity and financial efficiencydesess their entitlement to the regular benefit
package of PhilHealth.

Additionally, PhilHealth became the first socialcgsty institution to have an office in the
Autonomous Region of Muslim Mindanao (ARMM). Thé#ice aims to provide PhilHealth

services even in strife-torn areas and will sooneheapabilities for membership registration,
contribution management, claims processing, aratnmétion dissemination services.

4.2 4.2 Private sector initiatives

The emergence and proliferation of micro-credit eamdro-insurance schemes is one of the most
visible responses of the private sector for altéveasocial protection. Access to credit can
become an important resource for social protection.

A 1996 Metro Manila survey of 86 organizationsirdbrmal sector workers (with a combined
membership of about 40,000) indicates that thegmnizations provide a wide range of
innovative programs and services that protect th@imbers from specified contingencies with
minimal or no help from the government. Prominantong these programs and services are
mutual assistance programs as well as savingslit teading services.
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For instance, Ahon sa Hirap, Inc. (ASHI) sets adyepample of effective credit delivery to the
bottom poor in the Philippines. ASHI is foundedtbe principle that given direct access to non-
collateral loans, the poor can increase their ire@md employment opportunities and are thus
able to rise from poverty and contribute as welh® social and economic development goals of
the country. Microfinance services through ASHIdhlaeen associated with a substantial
reduction of poverty.

4.3  Migrant workers
4.3.1 Current status

Social protection for Overseas Filipino Workers Y&4) is provided mainly by OWWA, SSS,
and recently, PhilHealth. Now about 7.5-M strosaggial protection for OFWs deserves special
attention given their valuable contribution to leilippine economy.

Every year, hundreds of thousands of Filipino woskare deployed overseas. In 2004 alone,
land-based and sea-based overseas deployment wwemmal levels. Out of the 933,588 OFWs
deployed for that year, around 75% were land-basbkile the rest were sea-based. With
remittances exceeding $7.1-B starting 2002, OFVeatty improve the country's cash position
and balance of payments.

To a limited extent, OFWs enjoy insurance coverpg®vided by OWWA and PhilHealtf
Moreover, OFWSs are not usually covered by theirt femaintry's social security institutions.
Thus, there exists a strong clamor from OFWs ferad@rotection.

4.3.2 Challenges and gaps

Major challenges for social security coverage ofnamt workers include: (1) Unequal treatment
between nationals and non-nationals; (2) Natioegislations result in unfavorable conditions
for migrant workers; (3) Low compliance by emplay@nd low awareness of workers; and (4)
Problem of social security provision for illegalgrant workers.

Another challenge lies not so much on the provisibrsocial protection for migrant workers
during their active years of work. It lies more the provision of social protection after their
active years of work. Anecdotal evidence indidheg remittances of OFWs are almost entirely
spent on various types of household expenses,nigditile amounts, if any, for savings to be
used for retirement. Moreover, in far too manytanses, a returning OFW's savings
accumulated over a few years of overseas work @eaton one-time acquisition of personal
assets (e.g. car, house, lot, etc.). Thus, iroda geriod, savings earned from overseas work are
exhausted.

8 By virtue of Executive Order No. 392 dated 28 Daber 2004, OWWA Medicare functions were transfeied
PhilHealth.
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4.3.3 Policy and program interventions
4.3.3.1  Public sector initiatives

In response to OFWs' clamor for social protecttbe, SSS took major steps that will ensure that
voluntary social security coverage for OFWs is lacp, particularly in countries where pensions
are not provided.

In a joint effort with DOLE and the Department obrEign Affairs (DFA), the SSS signed a
Memorandum of Agreement that will systematize vtdiy social security coverage of OFWs.
The agreement covers Filipino migrant workers rigeduthrough authorized channels, whether
already abroad or departing for overseas employmerithrough monthly contribution
remittances made in any authorized foreign banterittance center, the covered OFW will be
entitled to the benefits and privileges grantedvtduntary SSS members, as long as the
gualifying conditions are met.

The SSS has likewise been establishing foreignesgmtative offices in countries with a high
concentration of OFWs. These offices shall actrexiving, registration, and information
centers that will be manned by friendly and higtthined SSS personnel who would be able to
immediately respond to queries about SSS' progeardoperations. Initially, these offices shall
be situated in Philippine consular offices and essles.

Social security bilateral agreements are also bewgued actively by SSS. These treaties
provide, among others, equality of treatment to remyj workers, export of social security
benefits, and totalization or accumulation of merabig periods in both the host country and the
Philippines' schemes resulting in pro-rated shavingenefits.

A major innovation of the SSS exclusively for OFWghe Flexi-fund Program. On top of the
voluntary program of the SSS, the Flexi-fund isravment fund type of scheme featuring
flexible payment terms and easy withdrawal of sgsinlt is a tax-exempt savings and pension
plan designed to encourage OFWSs to augment thedmes. Any amount contributed in excess
of the maximum contribution of P1,410 to the regukSS program, goes to the worker's
individual account. Upon his/her return to thelippines, the worker has the option to withdraw
any amount from the cumulated balance to financareety of needs. Or, the member can use
the amount to supplement his retirement or didgbbienefits - in lump sum, pension, or
combination of both. The money accumulated in Ftexi-fund is invested solely in fixed
income instruments. Interest rates are repricec quarterly basis based on average 91-day
Treasury Bill rates.

In June 2002, the SSS Flexi-fund was declared asNdtional Provident Fund for OFWs,
providing them with greater access to income sgcarid higher-than-market interest rates.

4.33.2 Private sector initiatives
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The banking industry offers a variety of investmaiternatives for OFWs returning to the
Philippines with excess savings. Higher interagés are offered for significantly high amounts
of deposits.

Also, private insurance firms regularly come up hwidifferent products and services to
encourage OFW investment into insurance policies.

4.4  Social protection programs and poverty incidenc e

Poverty reduction objectives figure prominently jresidential campaigns and every
administration. However, actual implementatiorgo¥ernment social protection programs has
been weak and politicized. Thus, while there mayehbeen reductions in overall poverty
incidence, the actual number (or magnitude) of poeople still increased. High levels of
inequality persist as well.

The Asian Development Bank's (ADB) country poveatyalysis (CPA) for the Philippines

identified seven broad causes of poverty: (1) Weakcroeconomic management; (2)
Employment issues; (3) High population growth; (h)derperforming agricultural sector and
unfinished land reform agenda; (5) Governance sgugduding corruption and a weak state; (6)
Conflict and security issues, particularly in Mim@®; and (7) Disability.
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Conclusion and recommendations

Social protection programs in the Philippines isgddy fragmented and uncoordinated.
Specially-constituted entities like the National tiAlRoverty Commission have achieved little
success in coordinating efforts to consolidate usses and redistribute to marginalized groups
of people. While indications point to an overadkcdease in poverty incidence, the magnitude of
Filipino poor continues to rise.

Based on NSCB data for 2003, estimated magnitugmwérty may be about 20 million, annual
per capita poverty threshold was P12,267 and incgape was at 29.6%. If, for example,
everyone who was poor in 2003 were all given tlver@ge) needed amount required to exactly
meet the annual per capita poverty threshold, theramount required would be about P72.6-B.
It is interesting to note that in 2003, the totadoaint of social benefits disbursed by the social
protection institutions considered in this repant éxceeds P100-B. These social benefits do not
even include the benefits provided by local govexntmunits, micro-insurance schemes, and
NGOs.

Moreover, the more urgent aim of eradicating subesit®e poor would cost significantly less as
the magnitude of subsistence poor in 2003 may leaitabl.2-M and annual per capita food
threshold was P8,134.

While this is an overly-simplified demonstrationadmputing the cost of eliminating poverty, a
hopeful prospect is established - that the Phitippihas sufficient financial resources to alleviate
poverty.

Therefore, the main challenge is how to redistelttie financial resources.

It is recommended that comprehensive actuarialfgwadhcial studies be performed on most of
the social protection institutions. This is ess#nto having a better understanding of the
financial difficulties that lie ahead. The follavg recommendations should also be considered:

* The existence of both the AFP-RSBS and PVAO shbeldationalized as they both carry
out similar social protection mandates for the Adnrerces of the Philippines.

» The Employees’ Compensation Commission must lodk Ways to harmonize the
contributions and benefits structure applied tovgig and public sector workers. Current
initiatives to spin-off from SSS and GSIS admirasbn should be reconsidered as this
would entail significant capital expenditures amghler operating expenses.

+ SSS and GSIS should re-visit proposals to mergh egtch other for a social insurance
scheme that would be fair to both memberships dsasgo achieve economies of scale in
the long-term.

* Fee collections of OWWA may be considered excelsingh given that its benefits (for
programs and projects) are just one-third or evextfourth of amount collected. Part of the
excess amount could perhaps be channeled to S&®fsocial security coverage of OFWs.
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* The 30% of lotto and sweepstakes sales of PCS@egepting the charity fund) and the 50%
government share on PAGCOR's winnings must all hdusively dedicated to social
protection objectives. While this was the assuamptised for this study, reports indicate that
some resources are channeled to achieve objedaithes than social protection. In 2004,
PCSO's charity fund amounted to P3,031.2-M whilezegoment share of PAGCOR's
winnings amounted to P9,196.9-M for a total of R23,1-M.

This report is simply a foundation on which futwecial protection analysis can be based. The
inclusion of seven social insurance institutiond=PARSBS, ECC, GSIS, HDMF, OWWA,
PhilHealth, and SSS) as well as four institutidret fprovide social assistance benefits in varying
degrees and involvement (DSWD, PAGCOR, PCSO, andM®\s a conscious attempt for a
holistic assessment of social protection expeneliand performance. This is a departure from
conventional studies that assess only the mainigeoy of social security (i.e. ECC, GSIS,
PhilHealth, and SSS).

Additional discussion on local government unitsgmmdinsurance schemes, and non-government
organizations was intended to put together a xaticomprehensive list of social protection
interventions in the Philippines.

The next steps may be to take stock of all stugiesormed on these social protection
institutions. Involvement and expenditure profitéther line agencies such as the Department
of Agriculture, Department of Health, and DepartinehLabor and Employment can also be
considered to evaluate which of their initiativegalve social protection.
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Glossary of terms

Consumer Price Index (CPI) Measure of the average changes in the retaiéprof a fixed
basket of goods and services usually purchaseadbyeolds for their consumption

Death Benefit (of SSS) Cash benefit in monthly pension or lump sum paithe beneficiaries
of a deceased member

Employed. Include all those who, during the referencequkre 15 years old and over as of
their last birthday and are reported either:

a. Atwork. Those who do any work even for one hour durirggreference period for pay or
profit, or work without pay on the farm or businesgerprise operated by a member of the
same household related by blood, marriage, or amgpir

b. With a job but not at work Those who have a job or business but are nwbet because
of temporary illness/injury, vacation, or othergeas. Likewise, persons who expect to
report for work or to start operation of a farmboisiness enterprise within two weeks from
the date of the enumerator's visit, are consideneployed.

Gross Domestic Product (GDP) Value of all goods and services produced doredstj the
sum of gross value added of all resident instinglainits engaged in production (plus any taxes,
and minus any subsidies, on products not includebe values of their outputs)

Income Gap Average income shortfall (expressed in propartio the poverty line) of those
below the threshold

Labor Force. Population 15 years old and over whether emploge unemployed who
contribute to the production of goods and servindhe country

Magnitude of the Poor. Number of families or the population whose armes capita income
falls below the subsistence/poverty threshold

Maternity Benefit (of SSS) Daily cash allowance granted to a female memiler was unable
to work due to childbirth or miscarriage

Monthly Salary Credit (of SSS) Compensation base for contributions and benedltged to
the total earnings for the month

Nominal Minimum Wage Rate. Lowest basic wage rate that an employer cant@ayorkers
as fixed by the Regional Tripartite Wages and Pctidity Board (RTWPB), which is not lower
than the applicable statutory minimum wage rates ihcludes mandated Cost of Living
Allowance (COLA), if any

Poverty Threshold. Annual per capita income required or the amdanbe spent to satisfy
nutritional requirements (2,000 Kcal) and otheribagseds
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Retirement Benefit (of SSS) Cash benefit in monthly pension or lump sum pgaid member
who can no longer work due to old age

Sickness Benefit (of SSS) Daily cash allowance paid for the number of daysmember is
unable to work due to sickness or injury

Subsistence/Food Threshold Annual per capita income required or the amaariie spent to
satisfy nutritional requirements (2,000 Kcal)

Underemployed Include all employed persons who express theal&s have additional hours
of work in their present job or an additional jolb,to have a new job with longer working hours

Unemployed See Box 1.1
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