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This interview was conducted as a part of

research by the Japanese Ministry of Health.
V. Canilao,

(PPP)

answered the following six questions.

Executive Director Cosette

Public-Private  Partnership Center,

1. Do you think PPP is needed to promote
Global Health?

In the Philippine’s context, and in answer to the
question #1, the government of the Philippines
adopted Public Private Partnership (PPP) as the
key agenda for moving forward infrastructure
development, not only for the traditional
infrastructure but also for social infrastructure,
which includes schools and health centers. The
answer to question #1 is yes, it is needed; as a

matter of fact, the government has adopted the

policy.

2. Does your organization have a specific
strategy/policy/regulation for prometing PPP
in the field of Global Health (in the health

sector)?



The PPP Center, as the facilitator for the PPP
program, does not have a specific strategy for
promoting PPP in the health sector. Each sector
would have specific policy guidelines, which
we get from the concerned departments. For the
health sector, the Department of Health sets the
policies with respect to promoting global health.
We include that in our PPP contract. For
example, for our first PPP project, the
Modernization of the Philippine Orthopedic
Center, we included in the PPP contract,
provisions that allow the Department of Health
to regulate the performance of the private
partner. So there has to be a base service level
that all the hospitals should follow, and the
hospital that is operated or run through PPP
should follow the regulations set by the

Department of Health.

There are basic, non-negotiable rules which are
mandated by the Department of Health. For the
PPP projects, we also work with our consultants
and the Department of Health in determining
other key performance indicators for the private
partner to follow. For example, mortality rate,
mortality (i3~ <. Morbidity 7>) rate due to
infections, ancillary services, waiting time in
getting appointments with doctors, the queuing
time in the elevator, so both non-medical and

medical service levels are considered.

For the Philippine Orthopedic Center project,

we worked closely with the Department of
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Health and we hired medical specialists to help

us draft the technical specifications and

minimum  performance requirements and
standards for the hospital. These project-based
of
references of the private sector, minimum

both

consultants helped wus draft the terms

specifications and  standards  for

construction and operation, and the key

performance indicators they have to maintain.

3. Do you have some examples of PPP in
Global Health?

The Modernization of the Philippine Orthopedic
Center (MPOC) project has already been
awarded to the private sector proponent. The
private partner is a consortium of World Citi
and a construction company (Megawide Corp.).
World Citi is the operator of several private
hospitals. Groundbreaking will start as soon as
the Department of Health turns over the
the sector for the

to private

property
construction. Pre-construction and procurement
of independent consultant is ongoing. The
construction is in a new location, so while the
new orthopedic center is being constructed, the
old orthopedic center will still be used. The old
orthopedic center is still functioning under the

Department of Health. Once finished, that’s the

time the operation will be transferred.

We have in our pipeline other hospital projects
or projects in the health sector, such as

modernization of the Tri-Medical Complex (San



Lazaro Hospital, Dr. Jose Fabella Memorial
Hospital, and Jose Reyes Memorial Medical
Center), the rehabilitation of the National
Center for Mental Health, and modernization of

the Vicente Sotto Memorial Medical Center.

PPP projects in the health sector are more
difficult because there is a mindset from the
public that services from government hospitals
should be free, which in fact is free, by virtue of
the coverage of the Philippine health insurance
system. However, the private sector is allowed
to charge private patients to allow them to
recover their investment.

Both local and foreign companies are
encouraged to participate in our projects.
Foreign investors can participate in the
construction/part of the construction, even in the
operations of the hospitals. Medical services, on
is

the other hand, limited to Philippine

companies.

4. What are the key elements/factors for the
successful implementation of PPP?

There should be a buy-in from the Ministry. The
Department of Health should completely buy-in,
from the Secretary down to the teams working
on the projects. Secondly, the project should be
properly explained to the health workers so that
they fully understand the scope and terms of the
project. Third, the government should also be

very conscious about delivering its obligations
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under the contract. Because of the change of
the administration, for example, the ones who
initiated the project are not always the current

officers, so proper documentation is important.

The quality of service should get better after the
implementation of the PPP project. The current
state of the Philippine Orthopedic Center (POC)
is deplorable -- patients overflow in the
hallway; out of three or four operating rooms,
only one is working; and government doctors
are not always available. That’s why there is a
lot of resistance to PPPs. Government doctors
would be mandated to serve their time as they
are full-time employees of the government.

Another key element in the successful
implementation of the project is timely payment
and sound policies of the Philippine Health
Insurance System because that’s where most of
the payments of the public to the private sector
will come from. So, if it is delayed or there are
changes in policy, it will have significant impact
on the private partner. In the POC’s case, the
demand and the market risk is given and passed

on to the private partner.

In cases of disagreement between the private
and public partners: There is a provision for
arbitration, as specified in our contract. There is
a governance structure or committee who shall
handle
partner and the government, headed by the

disagreements between the private



Department  Secretary, members of the
Department of Health as well as those of private
sector. The role of PPP Center is to flag issues
surrounding the project. For instance, if there is
any obligation of the government that is not
being done, we alert the Department of Health
as well as the other departments that this is an

impending obligation of the government.

5. What are the crucial barriers/obstacles

that may critically disrupt or hinder the

successful implementation of PPP?

There should be political will from the

successful
If the

department lacks that, then that would be a

Department to ensure

implementation of PPP projects.

problem.

In the case of the POC, prior to contract signing,
the project went through a rigorous approval
and bidding process. Now it is a commitment
and an obligation of the government because the

contract has already been signed.

6. Does your organization have monitoring &
evaluation tools to assess PPP activity?

We do have our monitoring & evaluation
service/unit, as well as tools to monitor the
progress of the PPP project, and to assess its
effectiveness. Any findings would then lead
towards the formulation of new policies to make

the PPP Program more effective.
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Since the PPP program was only started in 2010,
most of our awarded projects are still under
construction, so no operations has commenced
yet. The more effective manner of monitoring or
evaluating the project is to determine if they
follow the KPIs (Key Performance Indicators)
set in the contract. In all of our contracts, we
take pains or diligence in setting the KPIs and
minimum standards and specification for both

construction as well as operations.

The contract monitoring system during the

construction  phase is  mostly  project
management. During the operation stage, there
1s another set of KPIs which the private sector
should follow. These KPIs, which are indicated
in the PPP contract, should be monitored
whether they are being delivered by the PPP

project or by the private partner.

Effectiveness of the project should then be
based on whether these KPIs were being
followed or not, if we are attaining the projected
service level that we were seeking before. In the
case of the POC, it will mostly be the private
partner who will operate the hospital and will be
more responsible for the delivery of these KPIs
(e.g. availability of elevator services, escalator,
maintenance, etc.). We also have a reporting
system and if they fail to meet the KPIs,

financial penalties will be attached to it.

The next phase of PPP monitoring is that we



will inform the government whether the private
partner in a project is delivering its KPIs or not.
There is also a component of KPIs which
focuses on customer satisfaction. It is already in
the contract; it should be followed and done, but

we will know once the project is operating.

Monitoring is very important. We will probably
have the data processing three years from now,
when operations is on-going, and we will be
able to determine if we are achieving what we

initially targeted.

The private sector has to continually improve
their services and adhere to the KPIs. Failure to
do so will have financial implications and may
lead to penalties or worse, contract termination
once a certain threshold is reached. If the
contract does get terminated, the hospital staff
will have the option to transfer to the private
sector or they can stay with the Department of

Health.

We are hoping that through the Philippine
Orthopedic Center project, the public would
realize that free medical services from a
government hospital does not equate to poor
service. There are certain service levels that will
have to be kept and adhered to by the private
sector and the public will certainly benefit from

them.

Bidding for PPP projects is open to all foreign

and local companies. Local companies may
partner with foreign players for financing or for
the technological expertise and innovations that
potential foreign partners have. If Japanese
companies have the appetite for such projects,
they are most welcome to participate in our
bidding.

government, we do want lots of players. When

From the perspective of the

we have lots of players, it would be better for
PPP projects because there is more competition
and we get the best deal and value for money.
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