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FOREWORD

Growing economic pressures throughout the developing world have made it
increasingly difficult to generate the financial resources needed to meet the
needs and demands for health care services. In response to these pressures,
many countries have initiated a process of assessment of current financing
strategies and exploration of opportunities to generate additional financial
support. In this process, it is often clear that too little is known about
current patterns of use of services to assess adequately the potential of new
healch care financing initiatives.

This report and its companion, Volume I, are a response to this lack of
knovledge for the country of El Salvador. These two reports present the
results of the study, Household Demand for Health Care in El Salvador. Volume
I, written by Luis Carlos Gomez, provides an extensive description of the
household survey methodology and a comprehensive presentation of the results
of the survey. The survey identified all curative and preventive health
services provided in both inpatient and ambulatory settings for an extensive
sample of households in urban, and rural areas. It describes use of services
of the full range of providers including, doctors, nurses, midwives,
traditional healers, and pharmacists. That report provides an extensive
description of the forms and patterns of health services utilization and
provides significant insights as to the importance of different sources of
care in responding to the demand for services.

While descriptive information is essential for exploring health care
financing cptions, addition2l analyses of these data can provide much
additional information about the relationships among the characteristics of
the sample population and their patterns of utilization. Understanding these
relationships can provide a better basis for "predictin/" the responses in
terms of use of services which might occur as a result .c changes in the
financing of care.

This report, Volume II of the study, written by Ricardo Bitran presents
the results of such analyses. It is concerned only with curative ambulatory
care provided by physicians, a critical component of the care-giving system.
For these services, it examines patterns of utilization in greater depth than
in Volume I and, additionally, explores the facturs associated with
differences in the demand for services. In particular, the influence cf

-economic characteristics such as prices and patients’ income on the use of
outpatient services are examined to provide some insight into the sensitivity
of utilization to changes in the costs of care to patients.

0f importance is the great difference in the patterns of utilization
between ambulatory care and inpatient care. For the former, patients
exercised a wide range of choices with private sector and Social Security
providers favored by many users. For inpatient services, however, even those
vith access to other providers significantly preferred publicly provided care.
A recognition of such patterns of utilization and consumer preference needs to
be incorporated into the process of developing and strengthening the financial
basis of the health care delivery system. This study and its companion volume
vera developed to contribute to that important end.

Gerald Rosenthal, Ph.D.
Associate Director for Health Care Firancing
REACH Project
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GLOSSARY
AMSS San Salvador Metropolitan Area (Area Metropolitana de
San Salvador)

ISSS 21 Salvador Social Securi:y Institute (Instituto
Salvadorefio de Seguridad Social)

MOH Ministry of Health
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I. EXECUTIVE SUMMARY

This report presents the results of a study of health care demand
determinants in El Salvador. Health care is defined as curative ambulatory
care provided by a medical doctor. Methodological problems encountered in
previous studies of health care demand (Bitran, 1989za) dissuaded us from
conducting a study of demand determinants for in-patient care. Thus the
results and recommendations provided in this report apply only to the case of
curative ambulatory care and should not be extrapolated to the case of
hospital care. As shown in Gomez (1989) the patterns of utilization of
hospital services in El Salvador differ significantly from those of outpatient
care.

The study uses data collected by the research team in El Salvador in
January and February 1989. The survey gathered data from a total of about
13,896 people, in 2,885 households from the San Salvador Metropolitan Area
(AMSS), other urban areas, and rural areas.

A study of demand determinants is one that seeks to measure the effect on
health care demand of a series of variables believed to influence or
explain demand. Three types of explanatory variables vere included in the
analysis: those that characterize the individuals, like gender, age,
education, social security beneficiary status, and income; and those tnat
jointly characterize the individuals and the providers, such as region
(i.e., urban, other urban, or rural), price, travel time, and wvaiting
time.

In order to assess the effect of the explanatory variables on demand, a

theoretical model of consumer behavior was developed and state-of-the-

art econometric techniques were used. The statistical results were
used to analyze the separate effect of each demand determinant variable on
people’s decisions to seek care outside the home and to choose a particular
provider.

For the purposes of the study, health care providers were clustered into
three groups: those who belong to the Ministry of Health (MOH), those
who belong or are associated with the El Salvador Social Security
Institute (ISSS), and those that are private. Private providers were
further subdivided into for-profit and non-profit providers.

'The report presents two types of results: those that are purely
descriptive and which tabulate survey data to 1illustrate the patterns
of health care use; and those that are analytic, derived from the
econometric study of demand determinants, vhich show the extent to which
prices, income, social security status, demographic, and other explanatory
variables influence demand. The remainder of this summary discusses the
study’s main results focusing first on the observed patterns of
utilization and second on the demand determinants analysis.



Utilization Patterns

Approximately 53% of the country'’s population, or about 2.2 million
people, reported a self-perceived non-dental health problem during the
survey’s two-week recall period. 0f these, only 14.9% sought curative
ambulatory care from all types of health care providers. Approximately 81% of
those seeking care, or about 12% of the people with a non-dental health
problem, sav a medical doctor.

The proportion of those seeking medical ambulatory care outside the home
was highest in AMSS and lowvest in rural areas. Females sought care in a
greater proportion than men, and children under one year of age constituted
the age group with the highest proportion of people seeking care, followed by
children aged 2 through 5 years. More educated people, people from higher
income households, and those with either ISSS or private insurance coverage
vere more like|y to seek outside care.

A critical finding emanating from the descriptive chapter of the study is
that the private sector played a major role as a provider of health care
services to all population groups, including the rich and the poor, in urban
and rural areas. This is an interesting finding in light of the fact that
private sector prices were, on average about 12 times higher than the MOH
prices, and about 20 times as high as the ISSS average price. In AMSS, 58% of
the total utilization took place in private facilities while only 26% occurred
in MOH facilities and 16% in ISSS facilities. In other urban areas, the
private sector and the MOH captured similar shares of total utilization, with
about 43% of the market each. Finally, in rural areas, MOH providers
accounted for the largest market share, vith 58% of total utilization,
although the private sector still played a major role capturing about 437 of
all patients.

People covered by private health insurance represented only 0.6% of those
with a health problem. ISSS beneficiaries were 6.5% of all those ill or
injured and people with both private insurance and ISSS coverage constituted
only 0.3% of all those witia a health problem. Approximately 2.4% were
covered by some other type of government health system. People without any
type of coverage represented over 90% of those ill or injured.

‘ In contrast with most other Latin American countries, where MOH
ambulatory services are provided virtually free of charge, in El Salvador
about 83% of the MOH patients made payments for the care received. Most
social security users, whether they were beneficiaries or not, were given
care free of charge in ISSS facilities. Finally, about 47% of the patients
with private insurance made some direct payment for their services and about
21% of the uninsured patients who went to private providers vere given free
care. Approximately 77X% of all private patients made some payment for the
care received. Overall, about 72% of all subsector patients made some
payment.

The average total patient expenditure associated with an illness episode
treated in an MOH facility was 14.4 colcnes of January, 1989 (USS 2.88), of
which about 5 colones constituted payments made by the patient directly to MOH
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providers for the visits, medications, and exams, and approximately 9.4
colones represented patient expenditure on drugs outside the MOH facility.

The comparable figures for ISSS users were 0.2 and 1.1 colones, for a total
associated expenditure of 1.3 colones (USS 0.26) and for users of private for-
profit facilities they were 29.4 and 43.9 colones, for a total of 73.3 colones
(US$ 14.66). MOH patients’ average total expenditure associated with an
illness episode represented about 4.3% of their annual average per capita
income. The corresponding figure for patients of the private for-profit
sector was 11.7%, a very high percentage considering that many individuals may
have to treat multiple episodes of illness in any given year.

Determinants of Demand

One of the most important findings arising from this analysis is that
curative ambulatory MOH facilities were perceived by the population as being
of very poor quality. In contrast, private for-profit providers vere
perceived as providing services of the highest quality. Social security
services were perceived as being of medium quality. For example, if everyone
had access to ISSS facilities and al). subsectors charged the same out-of-
pocket price and had the same associated patient travel and waiting times as
those of MOH facilities, over twvo-thirds of all patients would choose private
for-profit providers, about 30% would go to ISSS facilities, and less than 3%
would choose MOH care. These patients perceived quality differentials are so
strong that, in spite of the fact that the private sector prices are about 12
times as high as MOH prices, the private sector captured almost 60% of total
utilization in AMSS, and more than 40% in other urban and rural areas.

The analysis also helped to explain differences in health care seeking
patterns across regions. The results implied that differences in the
likelihood of seeking care outside the home and in choosing a particular
subsector can be attributed to the fact that, relative to people in AMSS or
other urban areas, rural dvellers (a) had the lowest educational level; (b)
had to travel greater distances to reach private facilities; (¢) had lowver
incomes; (d) perceived ISSS facilities as being of poorer quality; and (e)
perceived MOH and private for-profit facilities as being of better quality.

The demand determinants analysis also showed that, across all regions and
population groups, income, years of education, and health problems that
resulted in bed confinement or work interruption, all had a positive and
important effect on the likelihood that a given person would seek care outside
the home and would choose the private for-profit sector.

Finally, the study assessed the effect of patient out-of-pocket prices
on demand. As in other studies, it was found that, other things being equal,
the price of a given subsector had a negative effect on the likelihood both
that a person would seek outside care and choose that subsector if seeking
care. At the observed private sector average out-of-pocket price, the price
elasticity of demand was -0.40, implying that, other things being the same, a
1% increase (decrease) in the private price would result into a 0.4% decrease
(increase) in demand for private for-profit care. The analysis also revealed
that lower income people were more affected in their health care seeking



behavior by prices than the more affluent, although this effect was not
important.

Policy Implications

The following recommendations are made for policy makers in E1 Salvador:

(a) If the MOH wishes to expand the volume of services it provides, it must
look for solutions to improve the quality of its services. As a first
step, the MOH should conduct small-scale studies of consumer quality
perceptions.

(b) MOH price increases could be used to finance quality improvements in MOH
care. However, to insure that higher fees would effectively result in
higher quality care, the government should first identify existing
deficiencies in the management of its facilities, focusing in particular
on management systems and control and employee motivation.

(¢) If the government’s goal is to promote greater use of curative ambulatory
medical care, regardless of who provides that care, the most efficient
solution appears to be to promote greater use of private sector services.
This can be done through service agreements betwveen the government and
selected private providers or through government stimulation of greater
private involvement in health care delivery. Both measures vould require
government subsidies to private sector providers.

(d) Finally, the social security institute should also seek to improve the
quality of its services. Furthermore, it could analyze the alternative
of expanding coverage to other population groups, particularly to lowver
income employees and independent workers. While this study provides the
basis for assessing the population’s response, the feasibility analysis
requires an assessment on the extent to which costs, both investment and
recurrent, would increase with coverage. This would allow the ISSS to
determine monthly affiliate contributions needed to achieve higher
coverage.

II. INTRODUCTION

Developing countries have set ambitious health goals for their
populations. To achieve those goals, most governments have decided to
establish and operate a country-wide network of health facilities which
provide care at low prices (relative to cost). By charging low prices,
governments express their belief that prices have an important effect on
health care demand and that lower prices will result in higher demand.

In recent years, several studies of health care demand have been
conducted in developing countries (Gertler, Locay and Sanderson, 1987; Biham,
1989). These have shown that prices indeed have an important effect on
demand. Nevertheless, the studies have also shown that price is not the only
factor affecting demand but that other variables, such as consumers’ health
care quality perceptions, also have a critical impact on demand. Thus,
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maintaining prices at low levels may not be an effective measure for boosting
demand if consumers perceive the services as being of poor quality.

This study of demand analyzes consumer behavior in El Salvador by
identifying and measuring the effect of variables that characterize consumers
and providers on demand. The study is intended to provide policy makers in El
Salvador with an improved understanding of consumer health care seeking
behavior. It is hoped that the insight gained from this study will ultimately
help the Salvadoran people to have access to better quality health care and,
therefore, to higher standards of living.

III. STUDY GOALS AND METHODOLOGY

A. Goal and Objectives

The goal of this study is to provide decision makers in El Salvador vith
information that will allow them to design policies that will ultimately
contribute to improve the population’s health status. The study objective is
to explain consumer behavior with regard to the consumption of curative
ambulatory health services provided by doctors in E1 Salvador, with particular
emphasis on behavioral differences among urban, other urban, and rural
inhabitants.

Consumer behavior is studies by analyzing individual decision making.
Individuals who have a health problem face two types of decisions. First,
they have to decide whether or not to seek care outside the home, and second,
those who decide to seek care outside the home must decide what provider to

visit.!

For the purposes of this study, providers, vhether they are institutions
or individuals, have been clustered into three groups: those who belong to
the Ministry of Health (MOH), those vho belong to or are affiliated with the
El Salvador Social Security Institute (ISSS), and those in private practice.

The decisions to seek care and to choose a provider are presumably
affected by a number of variables such as the individual’s income, education,
age, gender, type of health problem, affiliation to private insurance or to
1SSS, the distance between the individual’s home and the provider’s location,
provider’s prices, and the person’s perception of the quality of care of
different providers. Variables like those listed above, which are believed to
influence people’s health care seeking decisions, are interchangeably referred
to in this study as demand determinants or explanatory variables.

17t is assumed here that the decision process is sequential, or done at
tvo levels, i.e., people first decide whether or not to seek care and the,
conditional upon seeking care, they choose a provider. Other authors, e.g.,
Mvabu (1984), have assumed that the two types of decision are made at the same
level. The two-stage approach used in this study is more general and enables
the researcher to test the validity of the two-stage assumption.
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B. Individual Decision Making and Health Care Demand

The demand for health care is the amount of health services that people
are willing to obtain as a function of the services’ prices, given people’s
socioeconomic and demographic characteristics, their perception of the
services’ quality, the people’s geographic location relative to the location
of providers, and other factors which characterize the people, the providers,
and the environment.

The demand for health care from a given provider can be inferred if one
knows how many people would seek care outside the home if they had a health
problem, howv many of those would choose the given provider, and how much care
each would obtain from the provider. For example, the El Salvador health
utilization survey conducted for this study, shoved that 53% of the country’s
population, or about 2.2 million people, had a health problem during the
survey’s two-week recall. Approximately 12% of those people, or 272,000
individuals, sought care from a doctor and about 39% of those seeing a doctor,
or 105,000 persons, did so at MOH facilities. Finally, most people seeing an
MOH doctor made only one visit during the reference period. Thus, the demand
for curative health care from MOH doctors during the survey’s two-week recall
period can be calculated by multiplying the studied population of 4.2 million
(equal to 80-90% of the total population) by 0.53 (proportion of people vith
a health problem) times 0.12 (proportion of those with a health problem seeing
care from a doctor) times 0.39 (proportion of those seeing a doctor who went
to MOH facilities) times 1.0 (average number of visits per person). The
result of the above calculation i3 105,000 visits which corresponds roughly to
the demand for MOH health services. Thus, if one knows the population’s
average illness incidence and accident occurience rate, one can infer
people’s demand by knowing about peop.es’ decisions to seek care outside the
home and to choose a particular provider, and about the typical quantity of
services demanded per illness episode.

C. Usefulness of Demand Determinants Analyses

Understanding the determinants of demand is important to policy makers.
By showing the extent to which househnld and previder characteristics
influence individual behavior, this study can help decision makers to
determine what policies to adopt to achieve desired public health goals. ror
‘example, this study can show how prices affect health care demand (i.e.,
people’s demand price elasticity) at any given price level and across income
groups. With such information, government officials can anticipate the likely
impact on demand for health care of measures such as expanding social

security or private insurance coverage or subsidizing private provider prices
for the poor.

Many variables that are determinants of demand cannot be influenced by
decision makers in the short term. For example, household income has been



shown to be an important determinant of demand.? Nevertheless, public health
authorities can do little to modify the population’s income distribution to
achieve desired health goals. Yet understanding how a person’s income
affects his or her health care seeking bzhavior is extremely important from a
public policy viewpoint, for it allows decision makers to better target their
policies to certain population strata.

D. Household Utilization Survey

In order to analyze the determinants for health care demand, a household
survey was conducted in El Salvador in January and February 1589.
In total, about 13,896 people in 2,885 households wvere interviewed, 3,200
people from the San Salvador Metropolitan Area (AMSS), 5,084 from other urban
areas, and 5,612 from rural areas. Households were chosen using a
probabilistic sampling procedure described in detail in Gomez (1989).
Information about all individuals was gathered within each household. The
questionnaire gathered data about people’s occupation, income, age, sex,
health insurance coverage and affiliation to social security or other welfare
systems, health status, the occurrence of health problems in the two-veek
recall period, use of ambulatory services in the preceding two and six weeks,
and use of inpatient health care services in the last two years. Respondents
were also required to identify the different health care providers seen, if
any, and to specify the amount of money spent with each previder as vell as
the travel to and waiting time at the provider’s facility.

Baced on actual utilization of health services, as provided by the
survey, this study used statistical technigues to assess the individual effect
of the explanatory variables on demand including those case:s vhere people did
not go to a provider. These techniques are described in Appendix A.

E. Behavioral Assumptions

In order to decide which variables to incorporate in the analysis and how
to incorporate them, a model of consumer behavior has been developec and is
formally presented in Appendix A. The basic assumptions behind the behavioral
model of Appendix A are explained below.?

‘An assumption often made in economic theory, and adopted here, is that
people make consumption decisions to maxinize their utility. Utility is not a

? see, for example, Gertler, Locay, and Sanderson (1987) and Bitran
(1989).

3 For the purposes of this study, an explanatory variable is considered
important if changes in the variable result in changes in demand that are
either proportionally comparable, or greater than the change in the variable.
A variable is considered statistically significant if the statistically
estimated coefficient associated with that variable is significant at the 5%
level.



measure of wealth or income, but is rather a measure of the value that a
person places on the consumption of goods and services or, in other terms,

the satisfaction that an individual draws from consumption. The process
whereby people assign utility to consumption varies among individuals.

Thus, different people may obtain different utility from consuming the same
good or service (e.g., one visit to the same doctor). Demographic traits, the
nature of the health problem, differences in perceptions and tastes are
therefore expected to result in different utility and, thus, in different
health care service (e.g., one visit to the same doctor). Demographic traits,
the nature of the health problem, ‘ifferences in perceptions and tastes are
therefore expected to result in dirferent utility and, thus, in different
health care seeking decisions by individuals, even when facing the same

options.

A second assumption made in this type of analysis is that individuals
must make consumption decisions under a budget constraint. In this case, the
budgetary constraint is the household income. The budget constraint simply
states that a person cannot spend more money purchasing goods and services
than he or she has available. In this study, household monthly income was
assumed to be the budget constraint.

The final and key assumption underlying the behavioral model is that
people are rational decision makers. Their problem is to decide how much
health care and other goods and services to consume in order to maximize their
utility and stay within their budget constraint. In simple terms, the
assumption of rationality means that, other things being the same, people will
choose the alternative that maximizes their utility. For example, a person
who visits a doctor will prefer to pay less rather than more for the visit
simply because by paying less he or she will have more money left to buy more
health care or other goods. Similarly, it is expected that a person who must
choose among two identical doctors, one being around the corner anc the other
being 10 kilometers avay, will choose the former unless he or she drawvs
utility from travelling. Of course, if -he doctors were not identical in the
mind of the patient (i.e., things other than travel time are not the same),
then it would be rational for the patient to choose the doctor who is farther
awvay if the individual believes that the more distant doctor charges a lower
price or provides better quality care.

F. Limitations of Descriptive Analyses and Advantage of Multiple Regression
Techniques

The demand for health care is influenced by a multitude of variables, as
discussed earlier. In order to isolate the effect on demand of each of these
variables, it is necessary to use multiple regression statistical teckniques.
Studies that present data on demand patterns through tvo-dimensional tables
can only provide a description of what people do; those studies can say little
about which factors affect demand and their relative importance. This
limitation of descriptive analyses is illustrated through a hypothetical
example below.



Table 111.1

Utilization and Average Price (in $)
by Subsector
Hypothetical Example

| Government | social Security | Private |
| Subsector | Subsector | Subsector | Total
-------------------- TR sssae R PR esse e B i
|utilization (%) | 30% | 10% | 60% | 100%
"""""""""""""" IIII
|Average price | | | |
jof a visit (8) | 5 i 2 | 80 |
I
Table I11.2
Utitization and Average
patient Travel Time (in minutes)
Hypothetical Example
| Government [ Social Security | Private |
| Subsector i Subsector | Subsector Total
-------------------- O esnss e SO B R
|utitization (%) 30% | 10% | 60% | 100%
o L |eeenemmnneaneneees [oeennmnnnnneases |eeenesansaneennanes
Average travel | |
tine (minues) 60 | 120 20 | .-




Suppose that a researcher obtained from a survey the hypothetical results
shown in Table III.1. The naive researcher vould be tempted to infer that
there exists a positive correlation between price and utilization and, thus,
to increase utilization of government facilities, the government should
increase its price. If, however, the researcher tabulated some additional
results, such as average patient travel time to the uealth facility by
subsector (Table III.2) his conclusion could be different. In isolation,
Table III.2 would suggest that there is a negative relationship between travel
time to the facility and utilization, e.g., the private subsector, vhich has
the lowest travel time, has the highest utilization. By looking at both
tables simultaneously, the researcher could conclude that both price and
travel time have a negative effect on utilization and that the private
Sector’s travel time was low enough to translate into the highest utilization
despite its high price. 0f course, the researcher could not say anything
about the relative explanatory importance of price and travel time.

Other interpretations of the above results would be possible and would
all be equally arbitrary. The conclusion that one can reazh from the above
example is that one cannot drav behavioral infereuces by looking at the
correlation between pairs of variables when other variables, believed to
affect the phenomenon studied, are left out of the analysis. Multiple
regression techniques allow the researcher to measure the independent effect
that each variable has on the phenomenon studied (e.g., health care
utilization).
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IV. HEALTH CARE UTILIZATION PATTERNS

The purpose of this chapter is to present a description of utilization
patterns of curative ambulatory services provided by doctors in El1 Salvador,
by geographic strata or region (i.e., urban, other urban and rural), based on
the survey’s results. The tables of this chapter show the number of people
seeking care outside the home and the number of those going to a particular
subsector (i.e., MOH, ISSS, or private) according to some variables which are
thought to be important determinants of demand.

A. The Decision to Seek Care Qutside the Home

Table IV.1 shows that approximately 53% of the country’s population, or
about 2.2 million people, reported a self-perceived non-dental health problem
during the survey’s two-week recall period. The above figure includes both
the people with illness onset during the reference period as vell as those
vhose illness started prior to the recall period. Thus, the 53% value
provides a measure of self-perceived illness prevalence in E1 Salvador. The
perception of illness prevalence in the San Salvador Metropolitan Area (AMSS)
of 48% was lower than that in other urban or rural areas.

Among those who reported a non-dental health problem, only 14.9% sought
curative ambulatory care from all types of health care providers, including
medical doctors, nurses, pharmacists, and traditional healers (not shown in
the table). This figure contrasts with a much higher percentage of 31.3X
observed in a similar survey conducted in Santo Domingo, Dominican Republic
(see Gomez, 1988 and Bitran, 1989a).

Approximately 81% of those seeking care, or about 12% of those vith a
health problem, saw a medical doctor as shown at the bottom of Table IV.1.
The percentage of people obtaining care from a doctor was much larger in AMSS
(17%) than in other urban (13%) or rural (9%) areas.

Tables IV.2 through IV.7 show, among those who had a health problem the
proportion of people seeking curative ambulatory care from the doctor
according to the person’s gender, age, education, nature of the self-reported
health problem, hcusehold’s annual income, and the person’s private insurance
‘and ISSS beneficiary status, respectively.

.Table IV.2 indicates that females were more likely to seek care than men
both In AMSS and in rural areas. This difference, however, was not large.
The last column of Table IV.2 shows that those seeking care were not evenly
split between sexes; about 56% of all patients were females and 44% were males
reflecting both the fact that women had a higher rate of self-perceived
health problems and also that women sought care more often than men. The
corresponding figures obtained in the Santo Domingo study cited above were
essentially the same, or 58X and 42% for females and males, respectively.

Children under one year of age constituted the age group with the highest
proportion of people seeking care, followed by children aged 1 through 4
years, as shown in Table IV.3. In contrast, people in the 5-14 years age

11
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category constituted the age group least likely to seek care. These results
corroborate findings from previous studies, including the study in Santo
Domingo and the studies in Peru (Gertler, Locay, and Sanderson, 1987) and
Zaire (Bitran, 1989b). Relative health care seeking patterns within age
groups were similar across areas, as shown in the table.

Table IV.4 suggests that, within each geographic area, more educated
people were more likely to seek care. The last column of the table also shows
the education structure of those who had a health problem. Only 4% of those
with a health problem had studies beyond secondary and about three-quarters
did not have studies beyond primary.®

The nature of the perceived health problem has been shown to influence
the decision to seek care as well as the choice of provider (Bitran, 1989a-
b). Table IV.5 seems to confirm the findings of previous studies which have
shown that injured people are much more likely to seek curative care than
those with other health problems. People with only a respiratory illness
represented almost half of all the people ill or injured and vere the least
likely to seek care. About 162 of all those ill or injured claimed to have
had simultaneously a respiratory and an intestinal problem and, after those
injured, constituted the second group most likely to seek health care.

Table IV.6 suggests that, overall, people from higher-income households
were more likely to seek care than poorer individuals, although the trend is
not as clear within each of the three geographic areas. The average household
income of those seeking care was, within each area, higher than that of those
who did not seek care. Also, the table reveals that average household annual
income in rural areas (7,300 colones or USS 1,460) was only about 40% of the
comparable figure in AMSS and apgroximately 64% of the average household
income in the other urban areas. As will be shown later, although incomes
are lower in rural than in other urban areas or in AMSS , the out-of-pocket
prices of health care wvere approximately the same across areas. This suggests
that, on average, people in other urban and rural areas had to spend a much
higher proportion of their income to pay for health care. This may in part
explain their lower propensity to seek care, particularly from the private
sector.

Finally, Table IV.7 shows that, in general, people vho were either ISSS
or private insurance beneficiaries, or both, were much more likely to seek
care outside the home than people who were not beneficiaries of either. This

4 Health care seeking decisions concerning children are usually made by
the parents or guardians. Since the aim of this study is to analyze health
care decision making, for children under the age of fifteen years, the
education of the most educated person in the household was used instead of the
children’s.

5 The official exchange rate at the time of the survey, i.e., in January
of 1389, was approximately 5 colones to the US dollar.
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is a sensible result since uninsured people who are not ISSS beneficiaries
have to pay full prices in the private sector and, in principle, do not have
access to ISSS services. The last column of the table shows that over 90% of
the country’s population who was i1l or injured was uninsured and did not
belong to ISSS. Social security beneficiaries constituted 6.5% of the
countries population (6.2% + 1.3%) and people covered by private insurance
represented only 1.9% (0.6% + 0.3%) of the total. One-third of the privately
insured vere also ISSS beneficiaries, accounting for 1.3% of the total

population with a health problem.

B. The Choice of Subsector

Table IV.8 shows that 46% of the people seeking care chose private health
faciTities; 42% chose MOH facilities, and 12% went to ISSS providers.
Several conclusions emerge from the table. First, since fewer than 1% of the
country’s population had private insurance, the vast majority of those using
the private sector vere uninsured people most of whom had to pay full prices
for their care (more about prices later). Second, even though MOH services
charge relatively low fees and are available to all citizens, they accounted
for less than half of the total utilization. Third, there were important
differences in subsector utilization among areas. In 2MSS, the private sector
accounted for 58% of all patients, while the MOH captured only 26%, followed
by 16% of ISSS. 1In other urban and rural areas, the private sector still
played an important role as a provider, although MOH facilities in those areas
captured the largest share of patients. Finally, ISSS facilities were one-
fourth as likely to be chosen by patients in rural areas as they were in AMSS,
capturing only 4% of rural utilization.

The patients’ household annual income distribution is shown in Table
IV.9. Average income was lowvest among MOH patients (8,000 colones) while
private sector patients’ income was almost double that amount. Users of ISSS
facilities had the highest household income, or 18,000 colones annually. The
lover portion of Table IV.9 shows that as the peoples’ income goes up, SO does
the proportion of people seeking care from private and ISSS providers, awvay
from MOH facilities.

Travel to and waiting time at the facility have been shown to influence
health care demand.® Tables IV.10 and 1V.11 show, respectively, patient
wvaiting and travel time by subsector. People using MOH facilities had to wait
over two-and-a-half hours to get care, more than those going to facilities of
the two other subsectors (Table IV.10). In contrast, private sector patients
vaited an average of only one hour. Table IV.11 shows that there were no
important differences in travel time among patients from the different
subsectors, with travel time varying from 45 minutes to about one hour. Of
course, this does not imply that the facilities from the three subsectors
were, on average, equidistant from people’s homes. Previous studies of health

care demand have shown that, other things being equal, people tend to choose

¢ gee, for example, Mwabu, 1984, Dor, Gertler, and van der Gaag, 1987,
Gertler, Locay, and Sanderson, 1987, and Bitran, 1989a.
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Table V.8

Nurber ard Distrituticn of Curative
Ambulatory Ccctor Patients by Subsector

and by Area
- Lo o . I
Area {Ministry cf Kealih | Social Security | Private | Total
.................... |||
ILUMSER CF PATIENTS | | |
i (Theusards) ! | | |
[ I | I |
| San Saivacer M.AL| 20 | 12 | 45 | 77
i H t
| | | | |
' Ctner urban Areas| 45 | 15 L6 106
i
I |
| Rural Areas | L3 3 34 ]
|
i -----------------------------------------------------------------------------------------------------
! TCTAL 108 30 123 261
UTUTR SN DU UPRPPR PRPPPR T ELLL L] e M
DISTRIBUTICN OF
PATIENTS (%)
| san Saivador M.A. 26% 16% 58% 100%
I
Other Urban Areas L3% | 14% 62% 99%
I
Rural Areas 56% | % 63% 101%
| |
| TOTAL 42% | 12% 46% 100%
I

Note: Total percen

t may differ from 100% due to rounding.
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Teole 1V.9

Nursar arg Dist-ibution of Carative

Amcutasary Seoctir Satients Dy Suksector
ard ty Incere
a~n. irccme (Colcnes| |
2f Ma-~cn, 1989) |d4iristry of dealtn Sccial Security Private Total |
.................... EERRTOREEELEEEET IR, O O B T LR R R RR AL |
'NUM3ZR CF PATIENTS | !
[ (tnousaras) | f
! | |
=983 | 0.5 0.0 1.3 1.8 |
| | |
1501-4300 32.9 0.6 16.7 50.2 i
1 I
j45C1-75C0 25.1 2.0 20.8 47.9 i
i |
|7501-150C0 27.0 32.0 35.2 76,2 |
| |
{15000-more 14.4 14.0 35.5 63.9 |
l |
U FO RIS PRI FEELTELEEL LAt ARAAMRRSA AR AP I |
X TCTAL 99.9 28.6 109.5 238.0 (") |
D REERLELEEL L T FELaa LRI L LA Wl AR [
'DISTRIBUTICN OF I |
IPATIENTS (%) |
| |
11-500 28% 0% 72% 100% |
I |
1501-40C0 56% 1% 33% 100% |
' {
1&C01-75020 92% &% 43% 100%
|
17501-15000 36% 16% L7% 100%
I
15000-more 23% 224 56% 100%
TOTAL 42% 12%4 4L6% 100%
Yean Inc. (thsds) 8.0 18.0 15.1 12.3 |
- |
Median Inc. (thsds) 5.4 13.7 9.6 7.8 |

Note: Total percent may diffe

r from 100% due to rounding.

(*) Total here is less than the 261 thousand gatients reported elsewhere due to unreported incomes.
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Avoraze ars Distribution of Faticnt
Waitimg Ti-e at the Provider’s Faciiity
by Sutsactst anc by Area

waiting Time | . .

(Minutes) |Miristry of Healtn | Scrfai Sacurity l Private
.................... :...........-........;...................-l........-...--------
5ISTRIBUTION (%) | ! {

i ! ' [
i - 32 | 5 i 55 i S7%
; 5 ! |
, 31 - 29 ! 5% !, 284 ! 2%
) | ; |
booat - 2l) | T ! 35% | 21%
; ! ; | |
| Z~iornmere ] 2 i A | kA |
! | ! I |
-------------------- |--------------------|--------------------|-----..-...-........|
i TOTAL | 1IN } 1014 | 100% |
| .................... | -------------------- l -------------------- I .................... |
{4VEIAGE (Mirutes) | | l !
' i i | |
i San Salvacor M.A.| 758 | 124 | 62 |
l ! | | |
i Other Urban Areas] 1587 | 95 | 57 i
f | ! | |
I Rural Areas ! 169 : 71 | 62
[ { | | I
[oeeeee e AR rat b fronenrnnree e R SRALREIY |
| TOTAL | 162 | 104 | 61 |
I |
Note: Total percent may aiffer from 10C% due to reounding.
Table IV.11
Average and Distribution of Patient
Travel Time to the Provider's Facility
by Subsector and by Area

Travel Time |

(Minutes) Ministry of Health Social Security | Private
............................................................ [oermrmmmmnnnnnaans
DISTRIBUTION (%) |

l
0 - 20 35% 36% L6%
21 - 40 24% 26% 20%
41 - 60 25% | 2T% 17%
|
61 or more 17% 12% 17%
TOTAL 101% 101% 100%
AVERAGE (Minutes)
san Salvador h.A. 40 67 40
Other Urban Areas 51 42 s3
Rural Areas 69 55 82
TOTAL 56 | 45 56

Note: Total percent may differ from 1734 cJe to rounding.
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the nearest facility. Thus, it is likely that the average travel times shown
in the table, which reflect people’s decisions, understate the travel times
that people faced prior to making their decision. The lower portion of Table
IV.11 reveals that people who chose private facilities in rural areas had to
travel twice as much as those who did so in AMSS. This suggests that private
facilities may be less accessible in rural than in other urban or urban
settings.

Patients’ age distribution Dy subsector is shown in Table IV.12.
Children under the age of one year (19.500, in the last column of the table)
accounted for about 7.5% of all patients (260.500). With a country-wide
crude birth rate of 3.6%, children under one were largely over-renresented
among all patients.7 This is due to the fact that children under one are
almost twice as likely to seek care as people in other age categories (see
Table IV.3) and, also, children under one are more likely to become ill than
the average individual. The lower half of Table IV.12 shows that children
under one, and between one and four years of age were more likely to go to MOH
facilities than to the other subsectors, which may reflect a preference on
the part of parents for MOH pediatric services over those of the private
sector or of ISSS. In contrast, people aged 15-44 and those older than 45
showed a preference for the private sector. Most social security users were
people in the 15-44 age group, possibly working people affiliated with ISSS.
Although ISSS beneficiaries represented about 6% of the country’s population,
children under one of ISSS affiliates account for only 1% of utilization
within that age group, due to the fact that ISSS covers dependent children up
to 3 months of age.

Table IV.13 suggests that women had a preference for FOH services
relative to men. This may reflect women’s preference for MOH's obstetric
services over those of ISSS and the private sector. MOH maternal and child
health programs are well organized and well funded in El Salvador.

People’s education has been shown to be an important demai.. determinant.
Table IV.14 shows that MOH users were on average less educated than private
sector patients. Also, ISSS users constituted the most educated group. To
the extent that income and education are generally highly correlated, the
results of this table are a reflection of those of Table IV.9.

Beneficiary status is supposed to be an important demand determinant
since it reflects whether the individual had access to the subsector or
vhether he or she can get services at a lower price than non-beneficiaries.
The choice of subsector according to patients’ beneficiary status is shown in
Table IV.15. All citizens are by definition MOH beneficiaries as shown in the
table. Despite the fact that ISSS services are not supposed to be provided to
non-ISSS beneficlaries, the table shows that only 79% of ISSS patients were
beneficiaries ~nd a high 21X were not. A similar finding emerged from the
Santo Domingo study. The third row of the table indicates that the vast
majority (97X) of private sector patients were uninsured as pointed out
earlier.

7 gource: The World Bank, World Development Report 1989.
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Nursar ang Distributicn of Curative
ATnulatory Ccetor Patients by Subsector

and by Age

Age ‘Ministry of Health } sacial Security Private Total
oespuissetivous B A
| (tncusands) |
1iess than 1 yr. } 10.7 0.1 8.5 19.5
J1-4 years : 18.4 0.0 15.0 33.4
iS-L’. years | 15.3 | 0.0 20.8 36.1
[15-44 years 40.6 24.1 42.8 107.5
{mc~e than 45 yrs. | 22.8 5.5 35.7 5.0
T T e T we 1 R 205
e I Y
[PATIENTS (%)
tess than 1 yr. 55% 1% Lo% 100%

1-4 years 55% 0% 45% 100%

S-14 years L2% 0% 58% 100%

15-44 years 38% 22% 40% 100%

more than &5 yrs. 36% 9% 56% 101%
"""" e e I BT A "
Mean Yrs; of Age 25 36 29 28

Median Yrs. of Age 19 34 26 25

Note: Total percent may differ from 100% due to rounding.
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In contrast with the policy in the Dominican Republic, where MOH services
are, for the most part, provided free of charge, in El Salvador over 80% of
MOH patients had to pay for their care, as shown in the left-hand portion of
Table IV.16. Virtually all ISSS beneficiaries were given free care vhile
about half of the insured private patients had to make some payments for their
care, suggesting that these patients may have had to pay a co-payment or that
they visited providers not covered by their insurance plan. The right-hand
side of Table IV.16 shows vwhether or not payment vere made by the people who
vere not beneficiaries of the subsector they visited. Most non-beneficiary
users of ISSS services were exempted from payment. Another interesting
finding emerging from the right side of this table is that about one-fifth of
non-insured private sector patients were given free care. Further analysis of
the data showed that this reflected charitable behavior on the part of certain
private doctors toward poor patients.

The survey questionnaire was designed to capture direct treatment
payments made by patients to the doctor for the visit, drugs, and exams
(referred to as internal payments), as well as complementary treatment
expenditures made by patients outside of the doctor’s office to purchase drugs
(referred tc as external payments). Patients’ total expenditures (internal
plus external) are shown in Table IV.17, while patients’ internal
expenditures are shown in Table 1IV.18. A comparison of the last row of the
tvo tables reveals that MOH patients had to incur an average total treatment
expenditure of 14.4 colones, their external expenditure of 9.4 colones (14.4 -

5.0) being almost twice as much as their internal payment of 5.0 colones.
Private patients also had to incur high external payments relative to their
internal expenditures. On average, private patients spent 43.9 colones with
the provider and an additional 29.4 colcnes (73.3 - 43.9) outside of the
doctor’s office. In absolute terms, external payments of private patients
were much larger than those of MOH users (29.4 colones versus 9.4 colones,
respectively). In percentage terms, private patients’ external payments
represented a lower share of their total expenditure than those of MOH users.
15SS users also incurred external payments although these vere very lov when
compared with other subsectors. The typical MOH patient'’s total expenditure
of 14.4 colones was equivalent to about US$ 2.88 and represented around 4.3%
of his or her average annual per capita income. The corresponding figure for
patients of the private sector was about 11.7%, a very high percentage
considering that individuals may have to treat multiple episodes of illness
in any given year.®

8 The calculation of percentages has been made by dividing the patient
total expenditure of Table IV.17 by the average subsector income provided at
the bottom of Table IV.9 times the average household size of 4.8 members. The
high percentage obtained for private sector users suggests that (i) income was
systematically under-reported; (ii) households with high ambulatory care
expenditures may be forced to go into debt; (iii) the occurrence of multiple
illness episodes in a short period of time within a household may hinder the
ability of some household members to seek care in the private sector.
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Tzeve [V, 13

Nuroer 2rd Distributicn of Cerative

Arbulatory fecter Patierts By Subs

arg by GanzZar

neeam
2t

I I . I
Serecar jSinistry ¢f “ealtn | S:c.at Sezutity | Private | Total
.................... l..............-....-|-............-......!....................|....................
_N3I3 OF FATLIENTS | i ! |
taz.rards) i ! i |
! | I |
~z.2 | &2 | '3 | 54 | 199
| | | |
tomale | é5 ! 16 | 69 | 151
| I | I
.................... |....................|....................|....................|....................
TCTAL ] 128 30 | 123 Py
.................... ERECEETTREETLTEEREEE O L TR L e T R R LTS EERR AR R R A
SU3TISUTICN OF i i
SATIINTS (5 | |
1 | : |
2 | 33% 12% | 50% i 100%
| I
crale | a4% 1% | 45% 100%
| ! I
R CRRRETRLTEEE [-commmnrensnnnneens Feoramananensennnnne R AL Etl TR LR LRI
: toTAL | L ] 1% i LT 99%
1
weta: Teotal percent may differ frem 103% <ua T2 rsundifg.
Table V.1
Number and Distributicn of Curative
Arbulatory Doctor Patients by Subsector
and by Education
goucaticn
(years) Ministry of Health Social Security Private Total
INUMER CF PATIENTS | |
((tnousands) |
!
13-6 88.5 17.2 77.2 182.9
|
i7-12 15.6 1€.3 36.2 62.1
[} .
‘13 or more 3.6 2.6 9.5 15.5
|
S B ot EELLLELLISA ARl Aot A RERRPYPIPI
| TGTAL 107.7 5.9 122.9 260.5
R SRTE SO PRSP P PR S EER  Stnaththh Ehhh
\
[015TRISUTICH OF
|PATIENTS (%)
I
j0-6 48% 9% 424 99%
I
{7-12 25% 174 58% 100%
|13 or more 23% 15% 61% 99%
|
| TOTAL 41% 1% OTh 994
|
[Mean Yrs. Education 3.7 6.8 5.7 4.8
| |
IMed. Yrs. Education 3.0 6.0 | 5.0 4.0
|

hate: a) Total percent may difter from 100
b) for children under 15 years, high

% due %o rourding.
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egble V.75

wo-ber a~2 distriboticn of incividuals
Wwho Sougnt Curative Avbulatory Care From

a Dzztor by Subsector Used, ALl Areas

(po—pers in thousands)

! ereficiary ct "Ncn-cerediciary of | Benmciicraries and | Peorcont |
] s bsecter used | sutsector used | nen-bemeficiaries | of ail |
5 | | lsutsectar |
suosector Used | iaral % Total | Tetal % | use-s |
.................... :.---.-.--.----.-.--- .-.........-.-......!...............,..,.|._.,...._,..|
' ' | { |
Ministry of Healtn | 107.7 1804 n.a. n.a. | 107.7 1085 | 61.3% |
l I I | I
(Scziat Sezcurity | 23.5 75% 6.3 2% | 29.9 100% | $1.8% |
' | I [ |
| !
sriate i 3.5 3% 119.4 g7 1 122.9 160% | &7.2% )
| | l I I
oeeeernnee e [rrerzemennenees el LSRRt RO ARttt [srrrreenee I
' TOTAL | 134.8 524 125.7 “an | 269.5 100% | 1€0.0% |
| |
~.a.: Not applicable,

Table V.16

pirect Paymant for Curative Ambulatory Care
Frem a Doctor by Subsector Used, All Areas

Beneficiary of sibsect

or usegd

| Non-geneficiary of supsector used

| Direct payment made

!
|
|
|

I |
! I
No Yes i Total No Yes | Total
Subsactor Used (%) 3] | (thousands) (3] (€3] [ { thousancs)
............................................. PERTRRTRTREPEE O R RERRRRs
Minisery of Health 17% 83% i 107.7 n.a n.a. | n.a. |
| I '
Social Security 99% % | 23.6 | 85% 15% ] 6.3
' I I I
Private 53% L7h | 3.5 21% 79% | 119.4 |
I I
TOTAL 32% 68% | 134.8 25% 75% | 125.7 |
l
n.a.: Not applicable.
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zazerditure (Cotcnes|
at Marcn, 1989)

10ISTRISUTICSN (X)

0

- 5
6 - 20
21 - 100

1C1 or more

AVERAGE (Colones)
San Salvacor M.A.
Other Urban Areas

Rural Areas

Table 1V.17

Average and Distributicn of satient Total
Cut-ar-Pocket Sxcenditure Per ltlness Episcde
includinrg Cinsultaticns, Exa™s, and Jrugs

Furchased 32t Frem the Provi

dar ard From the Market

Ministry of Healin

S:zcial Security

88%

.
.

Private

....................

Note: Total percent ma

Expe~diture (Colones
of March, 1989)

0
1- S
T6- 20
21 - 1025
101 or more
"""" oL

AVERAGE (Colonzs)
San Szlvador M.A.
Other Urban Areas

Rural Areas

Average and
Qut-of-Pocket

y differ frem 10G% due to rounding.

Table Iv.18

Distribution of Patient Total
Expenditure Per lliness Episode

Including Consultations, Exams, and Orugs
Purchased From the Provider

Ministry of Health

....................

12%

Social Security

96%

Private

....................

....................

Note: Total percent may differ from 700% due to rounding.

26




Table Iv.1\9

humker ard Dictribytion of Curative

Arbulatory Doctor Patients by Nurber

of Visits per tpisode of lilness,
arnd by 3ubsecior

(To%als in thousa~ds)

| I | I
[Ministry of Health | Sscis' Szzumity | Private | Total
I I | I
surzer of visits | Tetal % | Total % | Total % ] Total %
.................... ll....................'i.......-............II..........-.........‘....................
1 | 92.9 8s% | 25.2 84% | 101.3 82% 219.¢ gan
I I
{ I
2 13.1 125% | 4.0 13% 15.8 13% 32.9 13%
I I
|
I | |
3 ar mere 1.7 no 0.3 3% | 5.8 5% | 8.3 3
I I
.................... T td COT T LTS RLRLEREE L] Rt eteteecaean e
Tstal Number | |
of Fatients | 107.7 100% | 3.0 100% 122.9 100% 260.6 100%
I I
| I
| I
Yean Number | i.16 | 1.19 §.23 1.19
of visits | |
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V. DETERMINANTS OF HEALTH CARE DEMAND

The tables in Chapter IV provided a descriptive presentation of patterns
of health care use according to those variables believed to be determinants
of demand. The descriptive tables did not lend themselves to an analysis of
demand determinants. In contrast, this chapter provides an analysis of demand
determinants; it isolates the effect that each explanatory variable had on

demand, i.e., on both the decision to seek care outside the home and the
decision to choose provider.

A. How to Read the Tables of the Chapter

The output of the statistical analysis consists of two equations that
relate the decisions to seek care and to choose a provider with the variables
thought to be demand determinants through a series of numerical coefficients
associated with each variable. The resulting equations can be found in
Appendix B.’

The straight results of the statistical analysis shown in Appendix B are
hard to interpret. In order to facilitate their interpretation, this chapter
uses the statistical results to provide several tables which show the
influence of each explanatory variable, on demand. To isolate a variable's
effect on demand it is necessary to fix, or maintain constant, all the other
variables. For example, if one wants to assess the extent to which gender
influences demand, one must keep constant all the other demand determinant
determinants such as education, age, prices, travel and waiting time, income,
beneficiary status, etc. By fixing those variables, one can prevent them
from contaminating the analysis through their own effect on demand.
Throughout the chapter, the value at which all the other variables have been
fixed is shown at the bottom of each table.

The following example illustrates how the results provided in the
subsequent tables should be interpreted. Table V.I shows how curative
ambulatory care demand varies depending on whether or not the ill person had
to interrupt his or her main activity due to the health problem, or had to
stay in bed due to the problem, or both.

The table provides two types of information. First, it shows the
probabilities that the person would or would not seek care outside the home
depending on whether or not the main activity was interrupted or the person
vas bedridden or both. (Columns (c) and (a), respectively). Column (c)
indicates that a person wio did not interrupt vork and was not bed ridden and
lived in the San Salvador Metropolitan Area had a 17.5% probability of seeking
care outside the home and an 82.3% (100.0% - 17.5%) probability of not

9 The technical reader can assume Simple Random Sample Design (SRSD) to
interpret the statistical significance of the asymptotic t-statistics.
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seeking cutside care.}® In contrast, column (a) shows that if the person’s
main activity was interrupted and the person stayed in bed, or both, the
probability of seeking care outside the home would have been much higher, or
39.5%, whereas the probability of not seeking care outside the home would have
been much lower, or 60.5% (100% - 39.5%).

Second, the table shows the probability that the person would choose a
particular_subsector given that he or she had decided to seek care outside the
home. These probabilities are shown in columns (d) and (b). Column (d)
indicates that if the person neither interrupted his or her main activity nor
stayed in bed due to the health problem, the probability of choosing an MOH
facility would have been 43.8%; 1SSS 5.5%; private-for-profit 44.9%; and
private non-profit 5.9%. Column (b) shows the corresponding probabilities if
the person had either interrupted work, stayed in bed, or both. As can be
seen, the probability of choosing an MOH facility would go down to 32.2% from
43.8%. In contrast, the probability of choosing

B. Interruption of Main Activity and Bed Confinement, by Region

The interruption of a person’s main activity or the person’s confinement
to bed due to an illness are events which are thought to increase the
likelihood that the peruon will seek care outside the home for several
reasons. First, many working adults, particularly those vho are paid on an
hourly basis, are forced to forego their regular income wvhile they are in bed
or disabled at home as a result of an illpess. Thus, being i1l is a costly
event to them and it is expected that they would be more likely to seek
medical treatment than someone who is {11 but not forced to stop working.
Second, those people who do not have a paid job, such as housewives or
students, also perform activities that provide welfare to the household. A
seriously ill housewife may be unable to cook or look after her children and
i1l children who have to stay home miss valuable education. (Needless to say,
many young students may disagree with this statement and may prefer to be
bedridden over going to school. However, the decision maker is often not the
student but his or her parents.) Thus, these people will also be more likely
to seek care than those who do not have to interrupt their main activity.
Finally, those illnesses that force the individual to stay in bed or to be
avay from work, are usually perceived by the person as a serious condition,
especially if it lasts several days. A perception of high severity may also
lead individuals to seek care more often than those who can continue to work
or who are not forced to remain in bed.

Table V.1 shows how demand is influenced by main activity interruption or
bed confinement due to an illness. For example, an i1l man living in AMSS who
did not have to interrupt work or stay in bed was 17.5% more likely to seek

10 probabilities can also be interpreted as proportions or as the number
of people out of one hundred making a certain decision. For example, the
probability of seeking outside care of 17.5% can be interpreted as follovs:
Between 17 and 18 people out of a 100 who interrupted work or were bedridden
due to the health problem sought care outside the home.
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Table V.1

Decisicn to Seex Jutpatient Curative Care and
Chaice of Provider as a function of Interruption of Main
Activity and/or Bed Confinerent Due to [liness, by Region

Regizn Matn Activity inter-upted, ar gea Cenfimerant, of 8o0th
Yes No
fecrsien Decisicn
to Seek Provider to Seek Provider
SAN SALVADCR Care Choice Care Chaoice
“ZITRTPCLITAN AREA AR} e h) - ---LC}- ---te)-
Lo medical care 60.3% 82.5%
Medical care 39.5% 17.5%
Min, of Health 32.2% 63.8%
Social Security 3.8% 5.5%
pPrivate-for-prof. 62.5% 44 ,9%
private-non-grof. 1.5% 5.9%

CTRER JRBAN AREAS

No medical care 65.6% 85.4%

Medizal care 34.6% 14.6%
Min. of Health 36.1% L9.6%
Social Security 3.54% 5.%
Private-for-prof. 60.0% 63.6%
private-non-prof. 0.4% 1.8%

2.RAL AREAS

No medical care 66.7% 86.3%
Medical care 33.3% 13.7%
Min. of Health 33.5% 67.4%
Social Security 1.3% 2.0%
Private-for-prof. 64.6% 48.3%
Private-non-prof. 0.6% 2.4%
ASSUMPTICKS
Private Private
. MCH SS for prof nonprofit
Accident : no
SS Benef. : no |Prize 5 0.2 76.5 1.7
Age 1 25-64 |
Gender : male [Trav lime 56 45 52 4
Education : 3 years |
Income : 6016 colones (yearly) [wait Time | 162 104 56 94
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care outside the home (see the upper right-hand portion of the table.) 1In
contrast, if the same person vere forced to stay in bed or away from work, he
would be more than twice as likely (39.5%) to seek care, a substantial
increase. The choice of subsector is also affected by whether the person is
bedridden or preventzd from working. The same AMSS resident would choose the
private for profit sector with a probability of 44.9% if he did not have to
bed bedridden or away from work as a result of his condition. If he had to be
in bed and/or away from work, however, he would have a much higher

probability (62.5%) of choosing the private sector at the expense of all other
subsectors. This result suggests that the private sector may be perceived as
a botter alternative for treating severe problems. Similar behaviors are
observed for people living in other urban or rural areas, as shown in the
lover portions of Table V.1. Table C.1 in Appendix C compares health care
seeking behavior vis-a-vis work interruption or bed confinement between males
and females. MNo important differences emerge from the comparison.

C. Accidents by Region

Table V.2 reveals that those people who have an accident (as opposed to
an ilTness) are slightly more likely to seek care outside the home but much
more likely to go to the MOH facilities than people with an illness. For
example, the lower portion of the table shows that a male rural dweller vith
an accident would be 17.3% likely to seek care outside the home versus only
13.7% if he had an illness. In addition, if he had an accident, he would be
highly likely to choose an MOH facility for treatment (82.7%) over facilities
from any other subsector whereas he would be about equally likely to choose
MOH (47.4%) or private facilities (48.3%) if ill. These results reflect the
fact MOH facilities are better equipped to treat emergencies arising from
accidents and are azble to provide prompter treatment than private facilities.

D. Social Security Beneficiary Status by Region

Chapter IV demonstrated that not all ISSS users were its beneficiaries.
In addition, Gomez (1989) shows that not all ISSS beneficiaries went to ISSS
facilities when ill or because of an accident. How important is the patient’s
ISSS beneficiary status in influencing the patient'’'s decisions to seek care
and to choose a subsector? This question is addressed in Table V.3. The
left-hand side of the table shows that people who are ISSS beneficiaries are
much more likely --over twice as likely in AMSS and in other urban areas-- to
seek care when ill than those who are not (right-hand side of the table).
This reflects the fact that, relative to most non-beneficiaries, beneficiaries
have ISSS facilities as one additional option for health care. ISSS
beneficiaries are also much more likely (over 80% in AMSS and other urban
areas and about 64% in rural areas, versus less than 5% for non-beneficiaries)
to seek care from ISSS facilities than those not covered by ISSS. This, of
course, is not a surprising finding. What is somevhat odd is that about 5% of
the non-beneficiaries seeking care outside the home in AMSS and other urban
areas would go to ISSS faciliiies, accounting for about 6% of all ISSS users
in those areas, and for approximately 3% in rural areas. This finding implies
that ISSS facilities do not strictly enforce ISSS rules which prevent non-
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Table V.2

Jecisizn ta Seek Outpatient Curative Care and
Choice =f Pravider as a fFunction of Accident

by Region
e3ion Acctrzent
Vhs No
fez'sion Pecisicn
%3 S2ck Proviuer to Seek Prov:izer
Care Chcrce Care Croice
SSMA  seessess someeces soecesin mommerss
Ne medical care 73.1% B2.S%
vedical care PRI 17.5%
Min, of Heaitn 73.e% &3.8%
Sccial Securily 9.2% 5.5%
Private-for-prof. 9.1% L4.9%
Private-ncn-prof. 3.2% 5.9%
CTnER UR3AN
%o medical care 81.1% BS.4%
Medical care 18.7% 14.,8%
Min., of H2alth 82.9% 49.6%
Sccial Sec.-iy 8.3% 5.1%
Private-fzr-grcf. g.1% $3.6%
Privete-rcn-grof. 0.5% 1.8%
QURAL
No medical care 32.7% 86.3%
Medical care 7N 13.70%
Min, of Heaith 85.5% 704
Sociai Securty 3.3% 2.9%
Srivate-$:--orof, 3.5% L8.3%
frivate-nsr-prof. 1.3% 2.0
AISLURTICHS
| Private Private
| MCH SS for prot nonprofit
Sed/lnterr: no |
SS dcref, : no jFrice |5 0.2 76.5 1.7
Age 1 25-44 | |
Jender : male [Trav Time | %6 &5 52 4l
tducation : 3 years ] |
iresme : 5016 colones (y2ariy) jWsit Time | 152 104 56 94
|
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Table V.3

Decisicn to Seck Outpatient Curative Care and
Choice of Provider as a function of Social
Security Beneficiary Status, by Region

Region Sociat Security Bencficrary Status
Yes vo
Decision Decision
to Seek Provider to Seek Provider
Care Choice Care Choice
SSMA --------------------------------
No medical care £2.8% 82.5%
Medical care 37.2% 17.5%
Min., of Health 7.8% .3.8%
Social Security 83.1% 5.5%
Private-for-prof, 8.0% L6, 9%
Private-non-prof, 1.1% 5.9%
CTHER LURBAN
No medicat carc 58.3% 85.4%
Medical care 31.74 14.6%
Min. of Health 9.4% LG.6%
Social Security 81.9% 5.1%
Private-for-prof. B.3% &3.5%
Private-non-prof. 0.3% 1.8%
RURAL
No mecical care 75.2% 85.3%
Medical care 23.8% 13.7%
Min, of Health 18.0% L7460k
Social Security 52.84 2.0%
Privata-for-prof. 18.3% 632.3%
Private-non-prcf, 0.9% 2.%%
ASSLMPTITNS
H Private Private
] “0M SS for prof nonprofit
gca/lnterr: no |
Accident : no IFrice | 5 0.2 76.5 1.7
Age 1 25-ch i I
Serder : male Teav Time | S6 &5 52 12
faucation : 3 vears | |
Income : 6015 colones (yearly) jwait Tirme | 162 104 56 94
I
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beneficiaries from gaining access to ISSS services. The table also shows

that rural dwellers who are ISSS beneficiaries have less of a preference for
I1SSS services than those from AMSS or other urban areas. Tinally, the table
indicates that a non-negligible portiomn of ISSS beneficiaries --about 18% in
AMSS and other urban areas and around 27% in rural settings-- choose to obtain
care in non-ISSS facilities. About half of those individuals renounce free
ISSS care and go to the private sector where thay will probably pay for their
services, and half go to MOH facilities, where care is provided at relatively

lov prices.

E. Patient’s Age and Gender, by Region

Previous studies have demonstrated that the patient’s age has an
important iniiuence on both the likelihood of seeking care and the probability
of choosing a given subsector. The results of Table V.4 confirm the latter
but not the former finding in the Salvadoran case. Three age categories have
been included in the table to illustrate this phenomenon. Although an attempt
was made to preserve the more desegregated age groups used in Chapter IV,
technical reasons, namely the lack of ISSS patients in the 5 to 24 age range,
prevented the use of narrover age categories ir. this chapter. Nonetheless,
the results shown in the table revral that although the probability of seeking
care outside the home does not vary in an imnortant way across age groups, the
likelihood of choosing private providers does go up with age in an important
vay. This result concurs with the finding s of the Santo Domingo study cited
earlier. It is noteworthy that the increase with age in the probability of
going to the private sector is greater in rural and other urban areas than in
AMSS.

The effect of gender on demand is shown in Table C.2 of Appendix C. As

can be seen, the likelihcod of seeking care outside the home does not vary in
an important way as a function of gender. In contrast, gender appears to
have an important effect on the choice of subsector, since women are more
likely to go to private-non-profit facilities than men. This puzzling
result, however, may not reflect actual behavior by women in the population
since, as shown in Table B.1 of Appendix B, not all the coefficients
associated with gender are statistically significant.

F. Patient’'s Education by Region

Previous studies (e.g. Bitran 1989...) have shown that education has a
positive influence both in seeking outside care and choosing a private
provider. The information on Table V.5 supports the latter but not the former
finding for the case of El Salvador. As can be seen from the table, the
probability that a person will seek care outsidc the home remains virtually
unchanged with changes in a perscn’s years of educat.on. Thus, the study does
not find that schooling affects the likelihood of seeking care. As education
goes up, hovever, so does the person’s preference for private providers,
mainly at the expense of MCH facilities. This result can be interpreted as
follovs: more educated people can take better advantage of the treatment
provided by private providers to improve their health status whereas less
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Table V.4

Decisicn to Seek Outpatient Curative Care and
Choice of Provider as a Function of Age

by Regicn
Region Age
0-3% 25-44 44 and older
Decision Cactrston Cecision
to Seek Provider to Seok Provider to Seek Provider
Care Choice Care Chcice Care Choice
SSMA  eeeeeses eeseeesemeseecneomsesmins SnReTes STTOTOOE
No medical care 83.2% 82.5% 81.6%
Medical care 16.8% 17.5% 18.4%
Min. of Health 57.3% 43.8% 4L1.6%
Social Security 1.6% 5.5% 1.7%
private-for-prof. 34.0% L4.9% L6.7%
Private-non-grof, 7.3% 5.9% 9.9%
2THAER URBAN
No medical care 85.9% 85.4% 8s.8%
Medical care 14,1% 14.5% 15.2%
Yin. of dealth €4.0% 69.5% 48.5%
Sccial Security 1.3% 5.1% 1.6%
private-for-prof, 32.6% 43.6% 46.8%
Private-nen-prof. 2.2% 1.8% 3.1%
RURAL
No medical care 85.7% 835.3% 85.5%
Medical care 13.3% 23.7% 14.5%
Min. of Kealth £0.,7% LT.6% 45.0%
Sczial Security 0.5% 2.0% 0.6%
Private-for-prof. 35.9% 48.3% 50.3%
private-non-prof. 2.5% 2.4% 4.0%
ASSLIMP T ICNS
| Srivate Private
| MCH SS for prof nonprofit
Sed/lnterr: ro |
Accident : no |Price |5 0.2 76.5 n.7
55 Benef. : no i |
Gender : male jTrav Time | 56 45 52 &
Education : 3 years | [
Income : 6016 colores (yearly) wait Time | 162 104 56 94
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Table V.5

Decision to Seck Qutpatient Curative Zare and
Choice of Provider as a function of Education

by Region
Regron faucation
1 year 3 years 5 years 9 yecars
Decision Decis:on Decision Cecision
to Scek Provicer to Seek Provicer to Seek Provider to See Provicer
Care Choice Care Choice Care Choice Car Choice
SSMA  swescees cecseace ssesesne soosetic cscesiss mesmoses SRRTRrE EERnes
No medical care 82.9% 82.5% 81.8% 81.2%
Mecical care 17.1% 17.5% 18.2% 19.0%
Min, ¢f Health L7.8% 43.8% 38.3% 33.0%
Socia! Security A 5.5% 6.7% 8.2%
Private-for-prof. 62.3% L6, 9% 48.5% 51.7a
Privase-ncn-prof, 9.3% 5.9% 6.5% 7.1%
QTHER URBAN
o Teaical zare 85.7% 25.4% 8u.%l 84.2%
Megical care 16.,3% L.8% 15.2% 15.8%
Min, ¢ Health 33,14 29.5% .3.9% 38.4%
Sociai fecurity L% 5.1% 6.3% T.8%
Privgia-for-zref, 0.7 &3.6% 47.8% 51.5%
Priygia-aon-prof, A *.8h 2.C% 2.¢%
LRAL
o medical care 86.6% 8%4.3% 85.8% 85.2%
¥Medical care 13.6% 13.74 14,24 14.8%
Min, ¢f Health 51.0% 47.5% 42.0% 36.7%
Social Security 1.7% 2.0% 2.4% 3.0%
Privaze-for-prof. 45,58 %8.3% 52.9% 57.3%
Private-non-grof. 2.2% 2.4% 2.7% 3.0k
ASSUMP ™ [ ONS
| Private Private |
i MO ss for prof nonprofit |
3nd/interr: ro | |
Accicent : no |Frice S 2.2 6.5 T
3S 8aneé, : ro ] | |
ase T 2544 |Trav Tine | 56 &5 52 L4 |
Geraer : male | I |
Inccme : 5216 colones (yearly) {Wait Tize | 162 104 Sé 9L |
|
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educated people cannot benefit as much from this advantage. Equivalently, it
can be stated that more educated people perceive the private sector as being
of better quality. It is alsc noteworthy that non-ISSS beneficiaries who are
more educated are more likely tn use ISSS facilities, possibly because it is
easier for them to gain access to ISSS facilities wvhile not being
beneficiaries.

G. MOH Prices by Region

In order to assess the effect of MOH prices on demand, the average MOH
total expenditure associated with one visit has been varied from 0 to 10
colones, and its effect on demand has been analyzed while, again, keeping
everything else constant (Table V.6). The sample MOH average patient
expenditure vas 5 colones or about one US dollar. MOH price effects are as
expected: people vwho face higher (lower) MOH prices are less (more) likely to
seek care outside the home, and less (more) likely to choose MOH services.
The first effect, a lower or higher probability of seeking care outside the
home, is modest, and this makes sense: people always have the option of
shifting avay from (or toward) MOH services as MOR prices change.

Higher MOH prices are, therefore, unlikely to deter many people from
seeking care outside the home, particularly given the presence of a private
non profit sector that charges low prices, even by MOH standards.!! 1In
contrast, changes in MOH prices have an important effect cn the choice of
subsector as subsector shifting takes place among patients. For example, if
average MOH charges were increased from the current 5 colones to 10 colones,
the patient share of MOH in AMSS would go down from 45.3% to 38.9% (top third
of the table). This, combined with a small drop in the proportion of people
seeking care outside the home, from 17.2% to 16.5%, would result in a net
reduction of MOH patients from 7.79% (17.2% x 45.3%) of all the people who
are ill or injured to 6.42% (16.5% X 38.9%).

It is interesting to explore the financial implications of a measure
such as the price increase of the above example. A rough calculation
suggests that, if all the patients vere like the one characterized in Table
V.6, this price increase of 5 colones would reduce utilization of MOH
facilities but would increase MCH revenue by 6.85 colones ([7.79 -6.42] x 5)
for each 100 people ill or injured, or by an annual 3,918,000 colones (USS
784,000), countrywide, based on an illness prevalence figure of 53X (see
Chapter IV, Section A).'!? A price increase in MOH facilities not accompanied
by improvements in quality and/or accessibility may not be a politically

11 of course, this argument would collapse if the MOH price increased
substantially to, say the private sector average price of about 80 colones.

12 of course, not all the people with a health problem are like the one
characterized in Table V.6 (see characterization at the bottom of the table).
To perform a more exact calculation, it would be necessary to reflect the
population’s socioeconomic and demographic composition in the exercise.
However, for illustrative purposes, the approximation is acceptable.
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Table V.6

Provicer as a Function of MOW Facility Price

Decision to $eek Outpatient Curative Care and Chotze of

by Region
RESION MOW Facility Price (April 1989 Colones)
0 2.5 S (") 7.8 10
Decision Decision Decision Decision Decision
SAN SALVADOR to Seek Provide~ to Seek Provider to Seek Provider to Seek P-sviger  to Seek ProvicZes
METROPOLITAN AREA Care Choice Care Choice Care Choice Care Crecice Care (Cho'ze
No medical care 81.9% 82.3% 82.8% 83.2% 83.5%
Medical care 18.1% 17.7% 17.2% 16.8% 16.5%
Min, of HWealth 52.2% 8.7% 65.3% <2.'% 39,3
Social Security 5. 0% 5.3% S.7% $.0% 5.
Private-for-prof. 37.5% 60.3% L2.9% «$.5% «2.2n
Private-mon-prof 5.3% 5.7% 6.0% &.0% £.™
STHER URBAN AREAS
No medical care 84L.7% 85.2% 85.6% 86.0% 86.3%
Medical care 15.3% 14.8% 16,6% 14.0% 13.7%
Min, of Health 58.'% $6.7% 51.3% -7.9% ..
Social Security &.5% 6.9% 5.3% T £.00%
private-for-prof. 35.5% 38.8% 61.6% --.5% WL
Private-non-prof. 1.6% 1.7 1.8% % PN
RURAL AREAS
No medical care 85.7% 86.1% 86.5% 86.9% 87.2%
Medical care 14.3% 13.9% 13.5% 13.1% 12.8%
Min, of Health §6.3% 52.6% 49.2% -3.9% «2.3%
Social Security 1.8% 1.9% 2.0% 2.2% 2.3%
Private-for-prof. 40.'% 43.2% 46.3% <F.6% 82.3%
Private-non-prof. 2.'% 2.3% 2.5% 2.56% 2.32%
ASSUMPTIONS
| Private Private
Sed/Interr: no | MOR 113 for prof nororofit
Accident : no | i
SS Senef. : no |Price |see tabie 0.2 76.5 1.7 |
Age . 25-44 | H
Gender : male [Trav Time | 56 45 52 bl .
Egucation : 3 years | |
i ncome : 2876 colones (yearly) juait Time | 162 106 56 9 |
i

(*)ysOverall sample average |
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Table V.7

Decision to Seek Outpatient Curative Care and Choice of
Provider as 3 Function of Private-for-profit Facility Price

by Region

“rivate-tor-profit Fasilrty Price (Aoril 1989 Colones)

[ 38 77 (") 15
Dectisicn Cezis.cn Decisicn Decision
to Seex Previcer to Seek Provider to Scek Provicer to Seek Provider
Care Cheice Care Choice Care Choice Care Choice
GAN SALVADCR METROPOLITAN AREA  =eevescs ssesrese  ooscssos ssmsssoss socsecss csscsscn censmoes 25007000
No medical care 63.0% 7.7% 82.8% 84.1%
Medical care 37.0% 22.3% 17.2% 15.9%
Min, of Health 6.9% 22.9% 45.6% 55.2%
Social Security 0.6% 2.9% 5.7% 6.9%
Private-for-prof. 93.8% 71.2% L2.6% 30.5%
Private-non-prof. 0.7% 3.0% 6.1% 7.3%
575ZR _UR3AN AREAS
N megical cara 2.1 81.3% 85.6% 86.7%
Medizal care 3.vh A 14.,4% 13.3%
Min. of Health 5.7% 26.2% 51.5% 62.0%
Sccial Security 0.6% 2.7% 5.3% 6.4%
Private-for-prof. 93.5% 70.1% L1.6% 29.4%
Private-non-prof. c.2% 0.9% 1.8% 2.2%
LU%2, AREAS
NG meoizal care £8.74 82.1% 85.5% 87.7%
Mez.cal care 31,358 17.9% 13.4% 12.3%
Min. cf Health 5.0% 23.54 L9.46% 60.5%
Social Security 0.2% 1.0% 2.0% 2.5%
Private-fer-prof, G4.6% 74.0% L6.0% 33.5%
Private-non-prof. 0.2% 1.2% 2.5% 3.0%
ASSUMPTIONS
| Private Private |
Sec/!interr: no | MCH Ss for pro¢ nonprofit |
iczident : ono ! |
$5 Benet. : no jPrice S 0.¢ see tabie 1.7 |
Age : 25-44 ] i |
Cercer : ~ale jTray Time | 5% L5 52 4 |
fzucaticn @ 3 years I f |
1mzaT : 2875 colones (yearly) |wais Tize | 162 104 56 7 |
(" sample average ! i

39



viable option although it would certainly improve the financial situation of
the MOH. This issue is discussed further in Chapter VI.

H. Private For-Profit Facilities’ Price by Region

Price changes in private for-profit facilities would have analogous
effects, in terms of the direction of consumers’ response, on private sector
utilization and revenue as MOH price changes would have on MOH facilities.
Table V.7 illustrates the effect of private for-profit price changes on health
care demand. The first column of the table, that with a price of zero,
reflects the situation of those individuals who are insured and vho do not
have to make any co-payments when receiving private care. As can be seen form
the table, around one third of all the people in this category would seek care
if they had a health problem and the large majority, about 942, would choose
private for-profit facilities. These results are very similar across all
three geographic areas, as can be seen vhen reading the first two columns of
the table.

The vast majority of the country’s population does not have private
health insurance, however. Average private-for-profit patient expenditure
associated with a visit was approximately 77 colones, or about USS 15.
Relative to the fully insured, people who face that price level are about half
ac likely to seek outside care, and also about half as likely to go to the
private for-profit sector than those who are fully insured. In contrast to
the results obtained from the study in Santo Domingo, Dominican Republic, the
Salvadoran people appear to be much more responsive to prices, or, in
technical terms, have higher demand price elasticities within the observed
market price ranges. The policy implications of this finding are explored
below and in Chapter VI.

I. MOH Price and Patient’s Income Level

People’s price responses tend to vary with their income. For example, an
anticipated expenditure of 77 colones in a private facility will, other things
being equal, be more of a demand deterrent for a person whose monthly
Eouseﬁo?ﬁ Income is 100 colones than for someone with an income of 10,000
colones. This is so because, by paying the 77 colones, the poor person has to
forego a lot more utility (see Chapter III) than the rich person by
sacrificing consumption of other goods and services worth 77 colones. The
poor person may be prevented from buying needed food which could bring him or
her a high utility; the wealthier individual, instead, may have to give up
consumption that is less indispensable which would bring him or her less
utility.

Table V.8 illustrates how MOH price changes would affect demand across
income groups. If the table is read vertically, it can be seen that as a
person’s income goes up, so do his or her probabilities of seeking care and of
choosing a private provider. It is vorthwvhile reminding the reader that this
finding does not stem from the fact that higher income people are more likely
to be insured, since it is assumed that, other than the MOH price and the
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Table V

'8

Decision to Seck Cutpatient Curative Care and Choice of Provider as a Function

of MOH Facility Price and Houschold Annual Income

{San Salvador Metrcpolitan Area)

annyal Househotd !ncome

uintite (April 1989 colones)

MCOH Facility Price (April 1989 Colones)

2.5 5 (") 7.5 10
Decisien Cecision Decision Cecision Decision
t0 Scek Provider to Seek Provider to Seek Provider t> Seek Provider tc Seek Provider
Care Choice Care Choice Carc Choice Care Choice Care Choice
02876 COLONES  weeessee sesssmes  stssstes sssssosssestoonsssssiosSnosnnsosriiionn mTIiIIIsnionns
No meaical care 82.0% 82.5% 82.9% 83.3% 83.7%
Medical care 18.0% 17.5% 17.1% 16.7% 16.3%
Mir. of Health S3.1% L9.6% 46.2% 42.9% 319.7%
Social Security 5.1% 5.4% 5.8% 6.2% 6.5%
Private-fcr-prof. 36.5% 39.2% 61.9% 66,57 47.0%
Private-non-prof 5.3% 5.7% 6.1% 6.5% 6.9%
ii1: 5181-78CC COLCNES
No medical core 81.6% 82.1% 82.5% 82.9% 83.2%
regical care 18.4% 17.9% 17.5% 17.1% 16.8%
Min, of Health 50.4% 47.0% 43.74% 40.5% 37.5%
Sozial Sezurity 6.8% S.% 5.5% 5.8% 6.1%
Private-fsr-zcrof. 318.6% 62.3% 45.0% $7.5% 50.0%
Private-rcn-prof 5.2% 5.5% 5.9% 6.2% 6.5%
'R “WwB8C1-1745C3 CCLCNES
Lo macical care 20.1% 80.5%4 80.8% 81.1% 81.3%
Medical care 19.9% 19.5% 19.2% 18.9% 18.74
Min. of Healzh 40.9% 38.0% 35.3% 32.7% 30.2%
Social Security 3.9% 4. 1% 4. 3% 6.5% L.6%
Private-for-prof. 50.7% 53.2% 55.5% 57.8% 59.5%
Private-non-prof. 6.5% . T% 4.9% 5.1% 5.3%
ASSUMPTIONS
| Frivate Private |
no | HOH SS tor prof nonprofit |
:ro | |
¢ "o {Price ysc2 taole 3.2 76.5 1.7 |
D 25-Le ! i |
: male fTrav Time | S5 S 52 L4 I
: 3 years | ! |
Regicn : SSMA |Waiz Time | ‘62 104 56 94 |
|

(=y=Cverall sample average

41



person’s income, all other things are kept constant in the analysis of Table
V.8. Higher income people may be more likely to seek care because they may

be more informed about the benefits of health care. Vealthier people may also
be able to take more advantage of the care provided by private doctors in
order to improve their health status. Finally, as discussed above, people
with a higher income will have a greater capacity to pay for health care at
any price level. For example, at the sample average MOH price of 5 colones, a
household belonging to the lowest income quintile will seek care in 17.1% of
the cases. In contrast, the equivalent probability for a person whose
household belongs to the highest income quintile is 19.2%. Given the survey
sample size, this small difference in probability may prove to be not
statistically significant.

Although differences in the 1ikelihood of seeking care outside the home
are small among income groups, more important differences exist in the choice
of subsector, as shown in the table. Relative to the poorest, higher income
people show a preference for private providers at the expense of MOH
facilities. For example, at the same price of 5 colones, people form the
lowest income juintile seeking care will choose MOH facilities in 46.2% of the
cases and private providers in 41.9% of the instances. The comparable figures
for people in the highest income group are 35.3% for MOH providers and 55.5%
for private facilities.

J. Private Facilities’ Price and Patients’ Income Level

Table V.9 shows how private sector prices affect demand across income
groups. This analysis is similar to the one provided in Table V.8 in the
case of MOH prices. Findings arising from Table V.9 for the private sector
care parallel those derived from Table V.8 in the care of MOH prices. First,
at any giver price level, poorer individuals are less likely to seek care
outside the home than the more affluent. Second, those who belong to lower
income groups are less likely to go to private facilities than those with
higher incomes. Note, however, that if both the poor and the rich were fully
insured in the private sector (i.e., if all faced an out-of-pocket private
price of zero, as shown in the first two columns of Table V.9), virtually no
differences in health care seeking behavior would arise among the poor and the
rich: approximately 37% of all those i1l or injured would seek care and about
94% of those seeking care would go to private providers.

K. Social Security Beneficiary Status and Patients’ Income Level

Table V.3 showed how a patient’s beneficiary status affects his or her
decision to seek care and to choose a subsector. It was shown that ISSS
beneficiaries living in AMSS and other urban areas were both twice as likely
to seek care outside the home than the non beneficiaries and over 80% likely
to go the ISSS facilities when seeking care, compared with about 5% for non
beneficiaries. Large, although less dramatic contrasts in health care seeking
behavior among beneficiaries and non beneficiaries are also observed in rural
areas.
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Table V.9

Decision to Seek Qutpatient Curative Care and Choice of Provider as a Function
of Private Facility Price and Hcusehold Anrual Income

(San Salvador Metropolitan

Area)

Annual Hcusehold lncome

Private-for-prefic Facility Price (April 1989 Colcnes)

0 18 77 (*) 115
Decision Decision Decision Decision
to Seek Provider 15 Seek Provider to Seek Provider to Seek Provider
Care Choice Care Choice Care Choice Care Choice
H 0-2376 COLONES ~ ===smeew=e sesscsss  ses-sses sememsmoc cocsosss roensoss monnsio fTITOTES
%o medical care 63.0% 77.9% 83.0% 84.2%
Medical care 37.0% 22.1% 17.0% 15.8%
Min, of Health 4L.9% 23.2% L6.4% 56.3%
Social Security 0.6% 2.94 5.8% 7.1%
Private-for-prof. 93.8% 70.8% 41,6% 29.1%
Private-non-prof. 0.6% 3.1% 6.2% 7.5%
111: 5127-7800 COLONES
No medical care 62.9% 77.5% B2.5% 83.8%
Medical care 37.1% 22.5% 17.5% 16.2%
Min. of Health 4.9% 22.2% 43,9% 53.0%
Social Security 0.6% 2.8% 5.5% 6.6%
Private-for-prof. 93.8% 72.0% 46, T% 33.3%
Private-non-prof. 0.7% 3.C% 5.9% 7.1%
'K 1<EC1- 176400 COLONES
No medicai care 62.9% 76.0% 80.8% 81.8%
Medical care 37.1% 24.0% 19.2% 18.2%
Min. of Health 5.1% 19.2% 35.4% 40.5%
Social Security 0.6% 2.3% 4.3% L.S%
Private-for-prof. 93.4% 75.8% 55.4% 49.0%
Private-non-prof. 0./% 2.7% 4.9% 5.7%
ASSUMPT{ONS
| Private Private
geo/lrcerr: no | MOH SS for prof nonprofit
Accident : no |
$S Benef. : no |Price | 5 0.2 see table 11.7
Age : 25-44 | |
Sender : male [Trav Time | 56 45 52 44
gducatizn : 3 years |
Region : SSMA [Wait Time | 162 104 t5 94

(*)=0verall sample average
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Table V.10 shows how behavior among these two groups of individuals
differs by income group. The main results from the tables are that higher
income ISSS beneficiaries are slightly more likely to seek care outside the
home and also less likely to choose ISSS facilities. For example, the table
shows that beneficiaries who belong to the lowest income quintile have a 37.1%
probability of seeking care outside the home and an B84.0% probability of
going to an ISSS facility. The corresponding figures for beneficiaries in
the highest income quintile are 37.7% and 79.1%, respectively.

L. Travel Time to the Facility, by Region

As expected, travel time has a negative effect on both the probability of
seeking care and the probability of choosing the given subsector, as shown on
Table V.11 in the MOH case. For example, the table shows that people who
have an MOH facility next door (travel time of zero minutes in the table)
have a probability of seeking care of 19.2% and arez 56.0% likely to choose
MOH. In contrast, those who have to travel 112 minutes to reach the nearest
MOH facility would seek care slightly less often (16.3%) but would be much
less likely to choose an MOH facility. This effect is similar across regions
as shown in the table. Equivalent effects are observed when varying the
travel time to private providers and to ISSS facilities, as shown in Tables
C.3 and C.4 of Appendix C.

M. Implicit Perceived Quality Differentials, by Region

Table V.12 shows what health care demand would be if all four subsectors
had the same price, waiting time, and travel time as those of the MOH
subsector and if all people were ISSS beneficiaries. As can be seen from the
table, demand for each subsector’s services would not be the same. The
principal reason for the vide differences observed in subsector demand is the
fact that people’s perception of the quality of care vary among subsectors.
In particular, the private for-profit subsector is perceived as being of
overvhelmingly higher quality than any other subsector while MOH care is
perceived as being of very poor quality. ISSS is perceived as providing
services of intermediate quality, although it is perceived as providing
relatively lower quality services in rural than in either other urban or urban
‘areas. The table also shows that relative to men, women perceive ISSS
facilities as being of better quality at the expense of private for-profit
providers.

N. Regional Differences in Demand

Several tables in this chapter showed actual health care utilization
in urban, othei urban, and rural regions. In all such tables, demand, i.e.,
the likelihood of seeking care outside the home and the likelihood of choosing
a particular subsector, varied across regions. In particular, residents were
more likely to seek outside care and more likely to go to either the ISSS or
to private providers than either other urban or rural dvellers. The latter
had the lowest probability of seeking care and choosing the private sector or
ISSS providers.
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Table V.10

Decision to Seek Outpatient Curative Care and Choice of Provider as a Function
of Social Security Beneficiary Status and Household Annual Income
(San Saivader Metrcpolitan Area)

Annual Household Income Social Security Beneficiary
guintite (April 1989 colcnes)

...................................................................................................

Yes No
Decision Decision
to Seek Provicer to Seek Provider
Care Choice Care Choice
1: 0-2876 COLONES  s=e=-=-=ec ssscesce  coscccce ccocccons
No medical care 62.9% 82.9%
Medical care 37.1% 17.1%
Min. of Health 7.9% 66,2%
Social Security 84.0% 5.8%
Private-for-prof. 7.1% 41.,9%
Private-non-prof. 1.0% 6.1%
1{1: 5181-7800 CCLONES
No medical care 62.8% 82.5%
Medical care 37.2%4 17.5%
Min. of Health 7.8% 43.7%
Social Security 83.0% 5.5%
Private-for-prof. 8.1% 45,0%
Private-ncn-prof. 1.1% 5.9%
V:  14B01-176400 COLONES
No medical care 62.3% 80.8%
Medical care 37.7% 19.2%
Min. of Health 7.7% 35.3%
Social Security 79.1% 4.3%
Private-for-prof. 12.1% 55.5%
Private-non-prof. 1.1% 4.9%
ASSUMPTIONS
Private Private
MOH SS for prof nonprofit
Bed/Interr: no
Accident : no |Price 5 0.2 76.5 1.7
Age s 25-44 . |
Gender : male {Trav Time 56 45 €2 L4
Education : 3 years !
Region : SSMA : |Wait Time | 162 104 56 94
(*)=Overall sample average ' |
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Table V.11

Decision to Seek Outpatient Curative Care and Choice of
Provider as a Function of Travel Time to MOH Facility

by Regicn

REGICN Travel Time (minutes)
0 28 36 (") 84 112
Decrsicn Decision Decision Deciston Provicer

SAN SALVADCR to Seek Frovider to Sezk Previcer to Seek Provider to Seek Provider Percent Choice

METROPOLITAN AREA Zare  Choice Care Choice Care Choice Care Choice ==-se-=- --oc-c--

No medical care 80.3% 81.7% 82.5% 83.2% 83.7%

Medical care 19.2% 18.3% 17.5% 16.8% 16.3%
Min. of Health 56.0% 5. 9% 43.8% 37.9% 32.3%
Social Security 4.,3% 4.9% 5.5% 6.0% 6.5%
Private-for-prof. 35.24 40,0% 44.9% L9.6% s4,0%
Private-ncn-prof L.6% 5.2% 5.9% 6.5% 7%

STHER URBANK AREAS

w0 n2dicatl care 3. 7% Bs.E% 85.4% 86.0% 86.6%

Medical care 16.3% 15.46% 14.6% 14.,0% 13.4%
Min, of Health 61.6% 55.7% 49.6% 43.5% 37.6%
Social Security 3.6% 4.5% 5.1% 5.7% 6.3%
Private-for-prof. 33.2% 38.3% 43.6% 48.8% 53.9%
Private-non-prof 1.3% 1.5% 1.84 2.0% 2.2%

RURAL AREAS o i

Nn medical care 34.8% 85.6% 85.3% £6.9% 87.4%

Yedical care 15.2% 16.47 13.7% 13.1% 12.5%
Min, of Health 59.5% 53.5% 47.4% 41,3% 35.5%
Sccial Security 1.5% 1.7% 2.0% 2.2% 2.4%
Private-for-prof. 37.2% L2.7% 48.3% 53.8% 59.1%
Private-non-prof. 1.8% 2.V% 2.4% 2.7h 2.9%

ASSUMFTICNS
| Private Private

Secd/Interr: nc ] MOH SS for prof nonprofit

Accidart ¢ no '

S5 senef. : no |Price | 5 0.2 76.5 1.7

Age 1 25-44 |

cenZgar : male |Trav Tire |[see teble 45 52 44

£cucatjon : 3 years | |

'nceme + (016 coiones (yearly) [Wait Time | 162 104 56 94

(*)=Overall sample average |
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Bed/Interr: no

Accident
SS Benef
Age
Sender
Educatio
{ncome

Table v.12

Decision to Seek Outpatient Zurative Csre and Choice of Provide
when Price, Travel Time, and Waiting Time
Are the Same Across Schsectors
by Gender anc by Rejicn

r

REGICN
. GENCER
MALE FEMALES
Decisicn Decision
SAN SALVADOR to Seek Provicer to Seek Provider
METRCPCLITAN AREA Care Choice Ccare Choice
No medical care 49.3% 47.0%
Medical care 50.7% 53.0%
Min. of Health 2.42% 2.51%
Social Security 26.8C% 36.41%
Private-for-prof. 70.32% 60.19%
Private-non-prof. 0.46% 0.89%
OTHER URBAN AREAS
No medical care S§L1z ) Sé.éi
Medical care 44.9% &7.1%
Min. of Haalth 2.86% 2.98%
Social Security 25.88% 35.43%
Private-for-prof. 71.12% 61.31%
Private-non-rof. 0.14% 0.28%
RURAL AREAS
No medical care 58.0% 56.7%
Medical care 42.0% 43.3%
Min. of Health 2.58% 3.3¢%
Social Security 10.85% 16.06%
Private-for-prof. 85.96% 80.13%
Private-non-prof. 0.21% 0.45%
ASSUMPT [ONS
Private Private
MCH SS for prof nonprofit
1 no
. 1 yes Price 5 5 S 5
s 25-44
: see table |Trav Time | 56 56 56 56
n : 3 years {
: 7800 colones (yearly) [Wait Time | 162 162 162 162
|
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The analysis presented here suggests that these differences in demand can
be attributed primarily to the fact that, relative to people in either urban
or other urban areas, rural dwellers {(a) have the lowest average educational
level; (b) have to travel farther to reach private facilities; (c) have lower
incomes: (d) perceive the ISSS facilities as being of poorer quality; and (e)
perceive the MOH facilities as being of slightly better guality. subsector,

VI. POLICY IMPLICATIONS

Chapter IV, provided a description of health care utilization patterns in
El Salvador. A main finding was that, in spite of the presence of MOH
facilities that provide health services at relatively lov prices, a large
proportion of the country’s uninsured population opted to use the private for-
profit sector and thus incurred relatively high treatment expenditures. In
San Salvador, 58% of total utilization took place in private facilities while
only 26% occurred in MOH facilities. In other urban areas, the private sector
and the MOH captured similar shares ot total utilization, with about 43% of
the market each. Finally, in rural areas, MOH providers accounted for the
largest market share, with 58% of total utilization, although the private
sector still played a major role capturing about 43% of the patients.

Some may wonder vhy the MOH fails to capture a much greater share of all
patients, particularly in light of the fact that the MOH service price is, on
average, less than one tenth the price of private sector services. This
document has demonstrated that, in order to understand consumer demand for
health care, one must keep in mind the fact that price is only one among
several factors that influence demand. Thus, lower MOH prices alone will not
necessarily translate into a higher demand for MOH services. Factors other
than prices, such as consumers’ quality perceptions, are crucial in explaining
consumer preferences.

Chapter V showed that non-price variables, such as age, education, and
type of health problem affected individual demand in an important way. In
particular, it was shown that consumers’ perceptions of health care quality
varied widely among subsectors and had an important effect on demand. For
example, the analysis revealed that, if all subsectors had the same price,
travel, and waiting times as the MOH subsector and if everyone in AMSS had
‘access to ISSS services, over 60% of the people in AMSS would choose the
private sector, about 36X would go to ISSS facilities, and only around 3%
would go co MOH providers. This implies that the private sector is perceived
by the population as providing services of the highest quality, the MOH as
providing services of very low quality, and ISSS facilities as having services
of intermediate quality.

The analysis of Chapter V also revealed that the price of health care
played an important role as a determinant of demand. For example, the
analysis showed that those who have full private insurance coverage are much
more likely to seek care outside the home and to choose private providers than
those who are not insured. Finally, it wes wiso shown that price had an
effect of a different magnitude on demand fepending upon the income level of
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the individual, the demand of lower income people being more affected by price
variations than that of more affluent people.

In light of the above findings, the vemainder of this concluding chapter
discusses some of the study’s policy implications. The discussion focuses on
the following policy options: (a) improving the quality of MOH services; (b)
changing MOH prices; (c) expanding the role of the private sector; and (d)
expanding ISSS coverage and improving ISSS service quality.

A. Improving the Quality of MOH Services

The governments of most developing countries have adopted the policy of
organizing and providing low-priced health care services through a country-
vide network of health facilities. By selling services at lov prices
(relative to cost), governments express their belief that price is an
important determinant of demand and that low prices will result in high
demand for government services. Several studies of health care demand,
including the present one, have shown that prices of health services indeed
have an important effect on demand. However, this and other studies have
also shown that government services tend to be perceived by the population as
being of low quality when compared to the services of private providers.
Thus, in such cases, lower prices do not translate into important demand
increases for government services. If the government of E1 Salvador wishes to
increase the volume of service at MOH facilities, it will have to improve
service quality.

Wwhile this study has shown that MOH services are perceived as being of
poor quality, it has not identified exactly which features of its services are
responsible for such a perception on the part of consumers. It is likely,
though, that the factors which intervene in consumers’ quality valuation
include the availability of drugs in MOH facilities, the attitude of the
staff, and the general condition of the premises. Conducting studies of
health care quality can help to fully understand consumer behavior and to
allow MOH officials to improve quality.

Studies of health services quality should attempt to understand the
process whereby consumers assess quality and should avoid the futile exercise
of trying to assess quality only as measured by MOH providers. Consumers’
quality perceptions are the only thing that matter since consumption decisions
are made by the consumers, not the providers.

B. Changing MOH Prices

Many studies of health care demand have recommended the adoption of
higher user fees in government facilities, the argument being that the
resulting increased revenue can be used to improve service quality." Such a
recommendation is not always warranted. Though higher MOH prices are likely

13 see, for example, Bitran (1988a). Higher fees for health have also
b2en recommended to promote efficiency in consumption of health services. A
discussion of this point can be found in Akin et al. (1987).
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to result in higher revenue, it is questionable that a price increase

will automatically translate into better quality. In fact, government
facilities often operate in an inefficient way for several reasons,

including poor employee motivation and inadequate control of operations.
Thus, higher user- fee revenue can easily be absorbed by the system’s
inefficiencies without bringing about any improvements in service quality.
A conclusion of the foregoing discussion is that measures to improve
management of government facilities must accompany if not precede measures to
revise upwards guvernment prices if, in fact, higher prices are deemed
essential. Further, clear policies for quality improvements, which would
stem from studies of consumer quality perceptions, should be delineated prior

to embarking on a policy of higher MOH prices.

If higher MOH net revenue is needed to help finance quality improvement
measures, the government of El Salvador will have to make decisions about
the pricing systems it should adopt. Defining a pricing policy entails,
among other things, determining price levels for different services and
deciding whether fees should vary according to patient characteristics, such
as income, in order to address equity concerns. Decisions would also have
to be made about the mechanisms whereby user fees would be collected and
spent, particularly whether facilities would be allowed to retain and spend
locally all, or a portion of the proceeds.

Vhile several studies of health care demand have recommended price
increases in government facilities, as discussed above, few, if any, have
recommended government price reductions. This study has shown that, other
things being equal, a price reduction in MOH facilities would translate into
a higher demand for MOH services. Thus, some readers who would like to
promote greater use of MOH services may be tempted to propose cuts in MOH
prices. Such a measure, however, is not recommended for the following
reasons. First, while lower prices could result in higher demand, the
increase in demand would only be very modest, as shown in Tables V.6 and V.8.
Second, the increase in demand would not be large enough to offset the price
reduction and, thus, MOH revenue would go down. This would not solve the
principal problem which is the poor quality of MOH care.

C. Expanding the Role of the Private Sector.

This study shows that the people of El Salvador have a strong preference
for private sector services. Such a preference holds across urban and other
urban dvellers, and among all socioeconomic groups. The primary reason for
this preference is the relatively superior quality of private care as
perceived by consumers.

If the goal of the government of El Ssalvador is to improve accessibility
of health care services, that goal can be achieved through the private sector.
For example, the government could establish contracts with private providers
to deliver services to the population and reimburse the providers through
prospective reimbursement agreements. The government could also set policies
for promoting a greater role of the private sector in service delivery. Such
policies could include ensuring that capital be made available for start-up
costs of private practitioners. In sum, to achieve its goal of higher
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coverage of health services, the government may find it more efficient, from a
social viewpoint, to do so through the private sector as opposed to doing so
through government facilities. Pilot projects of private-public collaboration
could be undertaken to study the feasibility of adopting such policies on a
larger scale.

D. Expanding ISSS Coverage and Improving ISSS Service Quality

This study has shown that about 20% of all ISSS beneficiaries in urban
and other urban areas and approximately 37% in rural areas used either private
or MOH facilities. As discussed in Chapter V, this behavior was explained
partly by a relatively longer travel time to ISSS facilities (see Table C.4).
Chapter V also showed that people’s preferences for ISSS services varied
according to socioeconomic and demographic variables. Finally, and more
importantly, the analysis revealed that, on the average, ISSS providers were
perceived as being of lower quality than private providers.

As in the case of government services, the social security institute
should seek to identify and solve deficiencies in service, particularly in
rural areas, vhere lower quality perceptions appear to be the chief cause of
low use.

The descriptive analysis of Chapter IV showed that ISSS users have the
highest average income among the three subsectors studied. In addition to
looking for ways for improving service quality, ISSS should also explore the
option of expanding its coverage to other population groups, especially to
other workers and to self-employed individuals. To explore the option of
expanding coverage, the social security institute need to assess the extent to
which its costs would go up as a result of expanding its coverage. If excess
capacity currently exists in ISSS facilities, then it is likely that the
incremental cost would be modest on a per capita basis. Thus, ISSS could
afford to enroll people with lower income who would make a smaller monthly
contribution to the ISSS fund than the current affiliates.
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APPENDIX A

This Appendix provides a detailed description of the behavioral model
used in the study as well as the statistical estimation techniques.

Behavioral Model

The behavioral model used in this study follows closely that developed
by Gertler, Locay and Sanderson (1987).'% It is assumed that individuals
derive utility from their health status and from the consumption of non-
health goods and services. Individuals’ health status is negatively affected
by illnesses or injuries. Individuals with a health problem must decide
vhether or not to purchase health care. If purchased, the ability of
individuals to transform health care into an improved health status depends
on many factors such as the persons’s age, sex, education, and type of health
problem. In order to obtain health care services people have to incur both
monetary and non-monetary costs. Monetary costs are the out-of-pocket
payments made to the provider and the payments made for transportation to the
health care facility. Non-monetary costs are the time spent by individuals
traveling to and from the provider’s facility and the time spent waiting At
the facility.

Out-of-pocket costs affect people’s utility since they reduce the amount
of income available to purchase non-health goods and services. Time costs
also affect utility negatively since they reduce a person’s time available for
leisure or for other income-producing activities.

More formally, let us denote by Uij the utility obtained by individual i
when consuming provider’s j health services given that the individual has a
health problem. Let Hij be an individual’s expected health status after
receiving care, Rij the goods and services consumed by person i after paying
provider j, and Tij the time spent by individual i when obtaining care from
provider j.

Thus,

Uy, = U (B, Rygy Tyy) (1)

13

Individuals are assumed to have limited monetary resources. Their total
expenditures on health and non-health goods and services must not exceed
available income. Let Y,’ be income available to individual i, Pij' the price
that individual i must pay provider j per unit of health care, M, the
quantity of health care services purchased, W the unit price of a composite of
non-health goods and services, and R, the amount of these goods and services
consumed by individual i. The followlng budget constraint must hold:

14 This appendix matches with minor differences in Appendix B of
Bitran(1989a)
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Y.’ = P M, o+ W R, (2)
An individual with'a health probiem must choose provider j and the
amount of medical care M which will maximize utility as specified in (1)
subject to the budget conStraint in (2).

In order to simplify the model, it is assumed that the quantity of care
to be consumed (M, ) is determined by the provider and unknown at the time of
the first visit. Further, it is assumed that the quantity of care that
patients expect to obtain is fixed across providers and close to one (visit).

In order to simplify the notation one can normalize the budget constraints in
prices using as denominator the price of non-health goods and services.

Thus, (2) becomes

Y.=P..+R.

i ij ij

vhere Pij = Pij'/v and Y, = Yi’/w.

It is important to point out that this model allows for price
discrimination on the part of the provider. In other words, a provider who
produces a homogeneous health service may charge different prices to
different individuals. This feature of the model reflects a common practice
among doctors in El Salvador.

If the quantity of medical care were an endogenous variable, individuals
with a health problem would face two decisions: which provider to choose, and
how much care to obtain from the chosen provider, given its price and time
costs. However, since the amount of care has been assurid to be approximately
equal to one, ill people must only decide from which provider to obtain care.

The substitution of (3) into (1) yields an indirect utility function
shown in (4), that relates utility to the person’s income, to the prices of
goods and services, and to the health status and leisure time.

Vg o= Vyy (B Y-Pyyy Tyy) (4)
As in Gertler et al. (1987), quality of health care can be defined by
establishing a relationship between a person’s health status before obtaining
care, Jio, and after getting care from provider j, Hij. For example, quality
can be defined as the difference between health status after and before
treatment
Q,, = Bij - B (3)

ij io

Solving for Hi in (5), one can obtain a relationship between after-
treatment health stgtus, pre-treatment health status, and quality of care.

Bij = H,

Health care quality, Q,,, is assumed to be a function of individual’s and
provider’s characteristies. “Thus,

+ Q. (6)

-]
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Q. = Qi:i (X, Z.) (7)

b} b}

vhere X, and Z, denote individual and provider characteristics, respectively.
Expression (6) can therefore be re-written as follows:

Hy, = H, + Q (X,2) (8)

ij io

Substituting for H, ., as defined in (8), into (4), above, and after
completing the specifica%ion, one obtains an expression for individuals’
jndirect utility which can be tested empirically.

Empirical Specification

An indirect utility function quadratic in consumption was used in the
empirical analysis.

Vo o= Hyy +a (¥, - Bry) o+ be(¥, - P )P+ Ty +R (10)
wvhere R represents a random error and accounts for unobserved explanatory
variables. Substituting for H,, from (8) into (9) one get: the following
expression for individuals’ utiiity:

Vog o= By, + Q (X,29) +a(¥y - Byy) + bo(¥ - Py )P+ eTyy + R (11)
Finally, if we let quality be a linear function of individual and provider
characteristics, expression (11) becomes:

V,. = a*P

. 2 . L] * L]
i i * b (Pij - ZYi Pij) + C Ti:i + D X, + EJ. Zj + B (12)

vhere D, and E. are vectors of parameters and X, and Zj are vectors of
individual and’provider attributes, respectively.

Estimation

People with a health problem face two types of decisions. First, they
must decide whether or not to seek care. Second, conditional upon seeking
care, they must decide from which provider to seek care. The two-step
decision-making process can be estimated using nested logit (MacFadden, 1981).
Nested logit does not suffer from the independence from irrelevant
alternatives (IIA) problem and is a more general formulation of MacFadden's
conditional logit.

Nested logit can be estimated using full information maximum likelihood.
Hovever, the likelihood function is highly non linear, and programming a
maximization algorithm can be a difficult and time-consuming process.

An alternative to the full information maximum likelihood method is a
two-step procedure. The disadvantage of FIML over the two-step procedure is
that any misspecification at one stage also contaminates the estimated
parameters at the other stage. The distributional assumptions of the error
term are also stronger for FIML than for the two-step procedure.
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Two-step estimation is done as follows: 1In the first step, only those
individuals vho sought care are considered in order to estimate the parameters
of expression (12). Using the estimated parameters, the "inclusive value" is
calculated, which represents an exponentially wveighted sum of the utilities
that could be obtained from each alternative provider. In the second step,
the inclusive value is used as an additional variable in the indirect utility
expression.

It must be noted that V.. in (12) is unobserved. What is actually
observed is the decision made by people, i.e., the provider chosen. Thus, the
dependent variable is a dichotomous variable which takes on two values
depending on the choice made. Traditionally, dichotomous variables are
arbitrarily labelled 1 and 0, the former value being used if the choice is
made and the later if not. Of course, any other labelling is equally valid.
The independent variables are those specified on the right-hand side of
equation (12).

As explained in Chapter III, the focus of this analysis is the
individual’s choice of health care subsector. In principle, each person who
is ill can obtain care from providers in any of three subsectors: the
Ministry of Health (MOH), the El Salvador Social Security Institute (ISSS), or
the private sector. Using the nested logit formulation, the probability that
an individual who decides to seek care chooses subsector j is given by the
expression

ec). + 4/ (1-8)
Pj = (13)

CH-d/(l-g) CI-d/(l-g) Cp°d/(1—g)
+ +e

e e
vhere g is the correlation coefficient among the error terms of the indirect
utility functions associated with each alternative, d is a vector containing
the parameters (a,b,c,Di,E ) specified in expression (12), above, C is a
vector containing the indeéendent variables (P j,Pzi -2Y,'Pij,Ti.,Xi,Z.) of
expression (12), and the subindices M, I, and f denole the subse%tors df MOH,
1SSS, and private, respectively.

Expression (13) can be used to compute the probability of choosing MOH
(j=M). In that case, the numerator in (13) would be gfM-d/il-9) = gimjilar
expressions can be used to compute the probability of choosing ISSS or
PRIVATE. Note that the denominator in all three expressions is the same.

The product of probability expressions as specified in (13) constitutes
the likelihood function whose maximization yields the estimated vector of
parameters d/(1-g). The inclusive value for MOH, ISSS, and PRIVATE is defined
as follows:

c,d/(1-g) € -d/(1-g)  C,-d/(1-g)

S = 1ln (e +e +e ) (14)
SIP
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vhere 1n denotes natural logarithm.

once the inclusive value has been calculated, probability expressions for
the CARE/NO CARE options are defined as follows:

Cy'h
e
Prob = (15)
NO CARE C,h S (1-8)
e + €
S+ (1-8)
e
Prob = (16)
CARE C,'h 5 (1-g)
e + e

vhere Prob denotes probability, S is the inclusive value of expression (14),
C. is the vector of variables characterizing the NO CARE alternative, and h is
tge corresponding vector of parameters.

In summary, the parameters d/(1-g) are calculated in the first step and
used to compute the inclusive value. These parameters show how individual and
provider characteristics influence the choice of subsector once the decision
to seek care has been made. In the second step, the inclusi. e value is used
as a variable characterizing the CARE option in order to estimate the vector
of parameters h.

After estimation, probability calculations can be done by solving the
following system of equations:

Prob CN~h
NO CARE e
= o = kl (17)
Prob S.(1-g)
CARE e
Prob
MOH (CH-CI)-d/(l-g)
= e = k2 (18)
Pro
ISSS
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Prob

MOH /C,-C,)+d/(1-g)
= e = k3 (19)
Prob
PRIVATE
Prob + Prob + Prob + Prob =1 (20)
NO CARE MOH ISSS PRIVATE

Equations (17) through (20) constitute a system of four equations wvith

unknowns Prob Prob Prob, .. and Prob

MoH ! 1SS PRIVATE'®

NO CARE’

Solving for these four unknowns one obtains the following recursive
solution for probability expressions:

1

Prob = (21)
ISSS (T+k1). (1+k2+k2/k3)

Prob = k2+Prob (22)
MOH ISSS

Prob = (k2/k3)°P (23)
PRIVATE ISSS

Prob = kl+(Prob + Prob + Piob ) (24)
NO CARE MOH ISSS PRIVATE

Hedonic Price and Travel Time Equations

An individual who has a health problem and who decides to seek care,
faces three choices: to go to MOH facilities, to go to ISSS facilities, or to
.go to private facilities. Each choice is characterized by a price, travel,
and vaiting time. Individuals make the subsector choice basecd on the ex-ante
expected price, travel and waiting times. For estimation purposes, it is
necessary to impute a price, a travel, and a vaiting time to each of the three
options faced by people with a health problem. Unfortunately, the only
information available is the ex-post price actually paid to the provider in
the subsector chosen, the distance actually travelled, and the actual time
spent vaiting in the facility.

A price, a travel time, and a vaiting time are imputed to each of the
three options faced by an individual using hedonic predicted values. A
hedonic price equation is an equation vhich has as dependent vari:ble the out-
of-pocket price paid by the patient to the provider, and as independent
variables those variables which affect the price, such as the insurance status
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of the patient and the type of medical problem. A hedonic travel time
equation has as dependent variable the travel time to the provider’s facility,
and as independent variables those variables vhich are presumed to affect
travel time, such as the age of the patient and the number of facilities of

the corresponding subsector in the patient’s neighborhood. A hedonic waiting
time equation is similarly defined.

Appendix Tables B.2 through B.4 present the results from the hedonic
regressions.
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APPENDIX B

STATISTICAL RESULTS
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Constant

Price

Price squared
Price times income
Travel time
Waiting time

Age: 1-24 years
25-44 years

Sex
Years of education

Bed continement or
work interruption

Accident

San Salvador Metro-
politan Area

Other urban areas

Social Security
beneticiary dummy

inclusive value
Log-likelihood

Desgr e ut breedom

TABLE B.1

Curative Ambulatory Medical Care

Subsector Choice

Nested Logit Estimated Coetticients and t-Statistics
" Choice ot Subsector and Decision to Seek Care

Decision to
Seek Care Outside 1he Home

Ministry of Health

Social Security

Private tor Profit

No Care

Coefficient t-Statistic Coetticient t-Statistic Coefficient t-Statistic Coetticient t-Statistic
1.06 1.84 -3.27 4.27 a.n 6.82 2.69 14.12
-0.57x107" 4.17 -0.57x107! 4.17 -0.57x107! 'Y, - -
0.22x1073 1.90 0.22x1073 1.90 0.22x107> 1.90 - -
0.36x1073 3.92 0.36x107> 3.92 0.36x107> 3.92 - -
-0.87x1072 1.34 -0.87x1072 1.34 -0.87x1072 1.34 - -
0.69x1072 1.15 0.69x10%2 1.15 0.69x1072 1.15 - -
0.63 72 0.13 0.21 -0.64x1072 0.02 0.26 2.38
0.58 1.16 1.68 2.72 0.48 0.98 0.31 2.30
0.63 1.74 0.36 0.75 0.82 2.4 0.40 4.62
-0.80x107! 2.05 0.34x10"" 0.64 -0.89 0.24 -0.33x10"" 5.37
1.05 1.94 0.98 1.37 1.69 2.84 -0.49 2.89
1.18 0.39 1.2 0.87 -0.99 1.04
-0.98 2.40 0.13 0.18 -0.97 2.33 -0.7 6.37
0.35 0.80 1.26 1.8 0.20 0.46 0.68 0.69
- - a.44 12.29 - - -0.22 2.32
- - - - - - 0.47 5.08
-734.7 -2,411.5

1,121

V0,050




Cow:stant

Accident
Respiratory illness
Intestinal illness
Acute illness

Sex

Age: Less than 1 year
2-44 years

Bed confinement or
work interruption

Private insurance
beneficiary

Social Security
benet iciary

San Salvador Metro-
politan Area

Other urban areas
Adjusted R-squared

Degrees of Freedom

Ministry of Health’

TABLE B.2

Curative Ambulatory Medical Care
Hedonic Price Regressions
OLS Estimates

Social Security Private tor Protit Private Non-Profit
Coefticient t-Statistic Coeftficient t-Statistic Coetficient t-Statistic Coefficient t-Statistic

9.77 3.80 0.57 1.00 91.43 5.94 11.61% 1.217
-1.67 0.50 -0.30 0.77 -14.65 0.45 0.65 0.07
-0.52 0.25 0.28 0.86 ~-9.39 0.81 -9.49 1.05
2.46 1.24 0.17 0.60 13.35 1.07 1.96 0.23
-2.36 0.98 -0.35 1.02 -10.22 0.80 9.52 1.21
2.25 1.28 0.04 0.18 -1.42 0.14 -5.46 0.7%
-4.34 1.26 -0.33 0.30 6.10 0.27 -13.63 0.65
~-1.87 0.84 0.14 0.48 -9.43 0.82 -0.60 0.08
1.32 0.50 -3.22 0.62 28.2 2.13 -9.49 0.90

- - - - 4,20 0.15 - -
-7.88 1.33 -0.58 1.92 - - - -
3.17 1.29 0.33 0.88 -6.91 0.54 3.83 0.54
2.78 1.49 -0.10 0.26 6.60 0.54 5.2/ 0.51
0.03 0.06 0.01 0.00
336

a8 269 40




TABLE B.3

Curative Ambuiatory Medical Care
Hedonic Travel Time Regressions
OLS Estimates

Ministry of Health Social Security Private tor Profit Private Non-Profit
Coefticient t-Statistic Coetficient t-Statistic Coeftficient t-Statistic Cociticient t-Statistic
Constant 76.04 8.66 44.99 3.46 89.53 9.13 87.24
Accident 5.80 0.48 10.84 0.7 -34.45 1.85 -145.73
Acute illness 0.40 0.06 8.95 1.08 -18.69 2.54 -13.29
Sex 4.51 0.7 -6.12 0.75 12.99 1.86 .88
Age: Unde. 1 yeor -8.75 0.77 - - 24.75 .70 -
1-4 years -31.79 3.23 - - 71.47 0.63 -
5-14 years -3.76 0.39 - - -10.15 1.00 -
15-44 years -12.49 1.61 - - 4.49 0.53 -
Under 15 years - - 0.91 0.03 - - -4.74
Bed cont inement or
work interruption ~-20.14 2.17 19.07 1.62 -7.52 0.80 2.01
San Salvador Metro-
politan Area -22.87 2.78 1.42 0.12 -52.98 6.41 -49.03
Other urban areas -22.15 3.48 -13.76 1.12 -39.62 4.85 -50.3
Number of sector tacil-
ities in person's
municipality -0.41 0.44 ~4.97 1.27 -0.86 0.91 -
Ad justed R-squared 0.07 0.07 0.14

Degrees ot Freedom 304 68 307




TABLE B.4

Curative Ambulatory Medical Care
Hedonic Waiting Time Regressions
OLS Estimates

Ministry of Health Social Security Private tor Protit Privale Non-Prolil
Coefficient t-Statistic Coefticient t-Statistic Coetficient t-Statistic Coctticient t-Statistic
Constant 154.11 6.22 54.65 1.59 65.34 5.80 85.62
Accident -47.32 1.40 18.04 0.45 12.90 0.60 142.70
Acute illness 35.16 1.87 30.21 1.37 -5.01 0.59 9.57
Sex -21.24 1.19 -16.93 0.78 -2.33 0.29 -4.78
Age: Under 1 year -25.06 0.78 - - 0.49 0.02 -
1-4 years -39.70 1.43 - - 9.7% 0.72 -
5-14 years -10.91 0.40 - - 2.05 0.18 -
15-44 years 2.24 0.10 - - 1.66 0.17 -
Under 15 years - - -30.00 0.33 - - 21.97
Bed continement or
work interruption -1.70 0.07 15.88 0.64 14.56 1.34 42.58
San Salvador Metro-
politan Area 6.15 9.27 40.97 1.26 -1.58 0.17 -22.45
Other urban areas 0.19 0.01 28.58 0.88 -11.70 1.24 -23.41
Number of subsector
facilities in per-
son's municipality 1.75 0.66 -6.51 0.63 -1.19 1.10 -
Adjusted R-squared 0.00 -0.04 0.14

Decrees of Freedom 304 68 307
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Additional Results
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n Activity arg/or Sed Cenfinement Due to Itiness

Main A-tivity lrterrusted, or Eed c:nfinemant, or 3oth

Yes NO
Decision Decision
=9 Seek Provider to Scex Provider
Cara  Choice Care Choice
MALES
No medical care £3,5% 82.5%
Medical care 39.5% 17.8Y
Min, cf -2alth 12.2% 43.8%
Sacial Sescurity 3.8% 5.5%
Private-for-prof. 62.5% 44 .9%
Privata-non-prof. 1.5% 5.9%
SIMALES
No medicol cars S2.%4 81.0%
Medical care [ k4 19.0%
Min. of Health 35.2% 44 . 2%
Sacial Security S.6% 7.2%
Private-for-prcf. 56.3% 37.46%
Private-non-prof. 3% 11.1%
ASSUMPTICNS
Private Private
MOH SS for prof nonprofit
fzcident : no |Price 3 0.2 76.5 11.7
55 8enef. : no |
hse : 25-44 [Trav Time 56 65 52 46
Ecucaticn : 3 years |
Income : 6016 colones (yearly) fwait Time 162 104 56 94
Region : San Salvador Metropolitan Area |
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