Out-of-Pocket
Payments and
Utilization of
Health Care
Services in
Albania: Evidence
from Three
Districts

August 2004

Prepared by:

David R. Hotchkiss, PhD
Tulane University

Paul L. Hutchinson, PhD
Tulane University

Altin Malaj, MD, MPH
Abt Associates, Inc.

Andrés A. Berruti, MA
Tulane University

Qt// PER plus

Partners for Health Reformp/us

Abi Abt Associates Inc. A 4800 Montgomery Lane, Suite 600
desad  Bethesda, Maryland 20814 A Tel: 301/913-0500 A Fax: 301/652-3916

In collaboration with:

Development Associates, Inc. A Emory University Rollins School of Public
Health A Philoxenia International Travel, Inc. A Program for Appropriate
Technology in Health A Social Sectors Development Strategies, Inc. A
Training Resource Group A Tulane University School of Public

Health and Tropical Medicine A University Research Co., LLC.

Funded by:
U.S. Agency for International Devel opment Order No. TE 051







é// PR p/us

Mission
Partners for Health Reformplusis USAID’ s flagship project for health policy and health system

strengthening in developing and transitional countries. The five-year project (2000-2005) builds on
the predecessor Partnerships for Health Reform Project, continuing PHR' s focus on health policy,
financing, and organization, with new emphasis on community participation, infectious disease
surveillance, and information systems that support the management and delivery of appropriate
health services. PHRplus will focus on the following results:

p  Implementation of appropriate health system reform.

p  Generation of new financing for health care, as well as more effective use of existing funds.

p  Design and implementation of health information systems for disease surveillance.

»  Délivery of quality services by health workers.

p Availability and appropriate use of health commodities.

This document was produced by PHRplus with funding from the US Agency for International Development
(USAID) under Project No. 936-5974.13, Contract No. HRN-C-00-95-00024 and is in the public domain. The
ideas and opinions in this document are the authors’ and do not necessarily reflect those of USAID or its
employees. Interested parties may use the report in part or whole, providing they maintain the integrity of
the report and do not misrepresent its findings or present the work as their own. This and other HFS, PHR,
and PHRplus documents can be viewed and downloaded on the project website, www.PHRplus.org.

August 2004

Recommended Citation

Hotchkiss, David R., Paul L. Hutchinson, Altin Malaj, and Andrés A. Berruti. August 2004. Out-of-Pocket Payments and Utilization of Health Care
Services in Albania: Evidence from Three Districts. Bethesda, MD: The Partners for Health Reformplus Project, Abt Associates Inc.

For additional copies of this report, contact the PHRplus Resource Center at PHR-InfoCenter@abtassoc.com or visit
our website at www.PHRplus.org.

Contract/Project No.: HRN-C-00-00-00019-00
Submitted to: USAID/Albania

and: Karen Cavanaugh, CTO

Health Systems Division

Office of Health, Infectious Disease and Nultrition
Center for Population, Health and Nutrition

Bureau for Global Programs, Field Support and Research
United States Agency for International Development







Abstract

Like most countriesin Central and Southeastern Europe, Albaniais considering a number of
alternative health sector reform strategies to improve the availability, quality, and use of primary
health care services. However, in order to assess the likely success of such reforms, more needs to be
known about the current levels, distribution, and determinants of household out-of-pocket spending
on health. The purpose of this paper isto use the 2002 Albania Baseline Health Survey, a survey of
2,000 households in Berat, Kucova, and Fier, to understand the magnitude and distribution of out-of-
pocket payments for health care services and to identify the factors that operate at the household and
provider levels that determine whether individuals pay for health care and how much is paid within
the month prior to the survey. Of particular interest in the study is examining the extent to which
households incur out-of-pocket payments across a number of dimensions — including health insurance
status, socioeconomic status, type of service, and type of facility. The findings suggest that out-of-
pocket payments for care provided in government facilities are widespread, with marked differences
in payment practices between inpatient and outpatient care. For outpatients using primary health
centers, the type of facility that isthe focus of the government’s primary health care program, average
payments appear to be nominal (0.6 percent of estimated total monthly household expenditure per
capita). The multivariate findings indicate that insurance coverage significantly reduces the likelihood
of paying for medicines to treat acute and chronic heath problems, but not of paying for
consultations. The policy implications of the findings on alternative health care financing reforms are
briefly discussed.
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Executive Summary

Like most countriesin Central and Southeastern Europe, Albaniais considering a number of
health sector reformsin order to improve the availability, quality, and use of health care services.
Among the reforms that are under consideration are separating financing and service provision,
decentralizing management and financing responsibilities, introducing alternative provider payment
systems, and mobilizing additional private resources through patient cost-sharing. However, before
such reforms can be considered, more needs to be known about the role that households currently
play in financing the health care system.

While very little research has been conducted on household out-of-pocket paymentsin Albania,
agrowing amount of research on this issue has been conducted in neighboring countries (Lewis 2000;
Ensor 2004; Delchevaet a. 1999; Thomson and Witter 2000). This research suggests that a
substantial portion of out-of-pocket payments are informal in nature, and that, whatever their origin,
informal payments practices can cause several negative effects on health system performance. Such
payments can have serious implications on the governance of the health system, can negatively affect
service accessibility, and utilization (particularly among the poor), can lead to perverse incentives
among managers and health care providers, and, if not accounted for, have the potential to limit the
success of health system strengthening efforts (Lewis 2000; Ensor 2004). At the same time, health
care delivery systemsin transitional economies such as Albania's are often fragile. Public health care
providers frequently earn very low and sometimes irregular salaries, and informal payments might
play an important role in preventing the disintegration of the government-run health care system by
ensuring that health workers do their jobs. Nevertheless, previous research suggests that informal
payments, if ignored, can have a substantial but perhaps unpredicted influence on attempts at health
sector reform (Ensor 2004).

The purpose of this paper is to describe health care utilization patterns and the levels and
distribution of out-of-pocket payments on outpatient health care services among a sample of
households interviewed in three areas of Albania (Berat, Kugova, and Fier). In addition, the paper
examines the following hypotheses: first, whether individuals covered by health insurance are less
likely to pay for consultations (at primary health centers, or PHCs) and medicines, and pay less for
consultations and medicines, than non-insured individual's; second, whether individuals from rural
areas are less likely to pay for consultations, and pay less for consultations, at PHCs than individuals
from urban areas; third, whether individuals from rural areas are more likely to pay for consultations,
and pay more for consultations, at polyclinics and hospital s than individuals from urban areas.
Finaly, it examines whether household wealth is positively associated with out-of-pocket payments
for curative health care.

Background

Although the government has not adopted a health policy that provides a comprehensive health
sector strategy and an action plan that would guide implementation steps, in the last ten years,
Albania has passed several laws and decrees related to health policy, some of which have led to
substantia changesin the organization and financing of health care services. These changes include
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the introduction of social health insurance in 1995. Managed by the Health Insurance Institute, the
government-sponsored health insurance program is still limited both in terms of the population and
servicesit covers. The scheme allows patients to obtain one free consultation with a general
practitioner (GP) or family doctor in order to treat each illness episode, and to free consultations for
care received at facilities where the patient has been properly referred. Patients who are not enrolled
in the insurance program or use the referral system improperly are supposed to pay afee of 200 Lek
at PHCs and 300 Lek at polyclinics and hospitals. In addition, insurance enrollees receive subsidies
on more than 300 drugs if prescribed by a GP or afamily doctor. In order to receive benefits, an
insured individual must present a*health license” or “health booklet” that documents their
membership. Without such documentation, scheme members may find their access to free services or
discounted drugs impeded.

Alongside these official feesthat are charged for health care services are informal payments.
Although no reliable estimates are available on the prevalence and magnitude of informal payments
in Albania, a qualitative study in the same areas where our household survey was administered found
anecdotal evidence that such payments are widespread and extensive, particularly for inpatient care
(Vian, Gryboski, Sinolmeri, and Clifford 2004). Among the reasons given by providers and the public
on why such payments occur include: low salaries of health staff; perceived low levels of quality and
adesire to get better service; fear of being denied treatment, particularly among rural individuas
seeking care in polyclinics and hospitals, which are located in urban areas; and traditional cultural
beliefs about expressing appreciation.

Theissue of salary levels of physicians and their importance in contributing to the practice of
informal paymentsis complex. After the introduction of the social insurance program in 1995, the
Health Insurance Institute became responsible for paying salaries to GPs and family doctors who staff
ambulances and PHCs while the MOH remained responsible for paying the salaries of specialists,
who staff polyclinics and hospitals. Not only do GPs and family doctors have a much higher base
salary than specidlists, they also receive extra compensation if they are posted in rural areas. Asa
result of both the higher salary base and the additional compensation for accepting rural assignments,
GPs and family doctors earn salaries that are on average two to three times higher than those of
specialists. The systems used to remunerate doctors can have two potentially important influences on
out-of-pocket payments. First, specialists working in polyclinics and hospitals may demand higher
payments than GPs and family doctors working in PHCs and ambulances. Second, GPs and family
doctors working in urban areas may demand higher payments than GPs and family doctors working in
rural areas. Both of these hypothetical effects are based on the proposition that salary levels
contribute to the practice of informal payments, a proposition that is supported by the findings of
Vian et a. (2004).

Data and Methodology

The datafor the analysis comes from the Albania Baseline Health Survey, a survey of 2,000
households carried out December 2002 in Berat, Kugova, and Fier by the Albania Institute of
Statistics (INSTAT) with support from the PHRplus Project. A random sample of households was
selected in each of six sample enumeration areas. The target number of households sampled was
based on household population estimates and the average household size provided to the research
team prior to the survey. The survey collected information on a wide range of topics, including:
household demographic and economic characteristics; health insurance coverage; morbidity;
utilization of preventive, reproductive, and curative health care services; out-of-pocket costs for
health care; and perceptions of health care quality.
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We test the main hypotheses regarding the payment of formal and informal fees using
multivariate regression analysis. Multivariate regression approaches allow us to examine the effects
of determinants of expenditures such as having health insurance while controlling for other factors
that may directly or indirectly also affect expenditures. Maximum likelihood probit analysisis used to
estimate the relationships between the likelihood of incurring specific types of acute and chronic care
medical expenditures —including informal fees—and a set of individual- and facility-level covariates.
Ordinary least squares analysisis used to estimate the rel ationships between the magnitude of levels
of out-of-pocket payments and the same types of variables. The key individual-level factors
hypothesized to affect the prevalence and magnitude of expenditures are health insurance status,
urban/rural residence, and socioeconomic status. Several other variables are included as controls. age
and sex of theindividual, educational status, and characteristics of the household such as whether it is
headed by afemale.

Because it is believed that the charging of fees may depend upon both the type of health services
being sought and the age of the health care seeker, separate estimations are conducted for children
under the age of 17 and adults 18 and over. In the former case, the educational attainment of the
household head is used as a proxy variable for the educational level of household members.

Results

Although findings from afacility survey in the same study area indicate that mandated user fees
arerarely charged for curative health care services, the household survey findings suggest that out-of-
pocket payments for care provided in government facilities are in fact widespread, with marked
differences in payment practices between inpatient and outpatient care. For example, among those
requiring hospitalization, over 45.2 percent reported paying fees for doctors’ and nurses’ services and
61.3 percent reporting making gift payments, and, among those using outpatient services for acute
health problems, 44.6 percent reported paying consultation fees and 24.7 percent reported providing
gifts. In addition, for inpatients, the magnitude of out-of-pocket payments appears to be substantial, as
payments for doctor and staff services and gifts averaged 50 percent of average monthly per capita
household expenditures and total payments for hospitalizations, which include consultation fees, gifts,
drugs, laboratory tests, food, and transportation, averaged about 88 percent of average monthly per
capita household expenditures. The survey data do not allow us to assess the impact of these health
care expenditures on household living standards, but proportional payments of this magnitude may be
catastrophic both for poor households and for many non-poor households.

On the other hand, for outpatients using PHCs, the type of facility that is the focus of the
government’ s primary health care program, average payments appear to be nominal. Of the estimated
total monthly household expenditure per capita, individuals spent an average of 0.6 percent on
consultations during the month before the survey and 10.4 percent on the total cost of care. We also
found that among the sample of ill individuals not using health care facilities, the percent of
individuals who report that costs were a barrier to service use was very low (5.9 percent), even among
those in the poorest wealth quintile (8.7 percent). This finding is consistent with a 2003 World Bank
study that indicates that the responsiveness to marginal increasesin service fees (price elasticity)
among both the poor and non-poor is very low (inelastic).

The multivariate analysis offers a number of interesting findings regarding the determinants of
private expenditures. Of particular interest are the findings on the effectiveness of Albania’s social
health insurance program, which, in addition to improving the availability of primary health care
services by paying the salaries of GPs and family doctors, is designed to provide financial relief to
enrollees through subsidies for PHC consultations and prescribed medicines. The results indicate that,
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after controlling for other factors, insurance coverage significantly reduces the likelihood of paying
for medicines to treat acute and chronic health problems, but not of paying for consultations received
at PHC facilities. Although we cannot definitively explain why insurance coverage does not influence
consultation expenditures at PHC facilities, alikely explanation concerns the role that informal
payments play in the total amounts necessary to receive health care services. In addition, it is possible
that insurance enrollees are unaware of their rights and pay what they believe to be the official fees
(which are not accounted for by health staff).

The study did not find evidence to support the hypothesis that socioeconomic status significantly
influences consultation costs for outpatient acute health care. In addition, among adult patients,
socioeconomic status was not found to affect the likelihood of paying gifts nor the magnitude of
payments for gifts, indicating that poor and non-poor are equally likely to make such payments. This
finding is not surprising, as there are no formal mechanismsin place in government-run health
facilities to protect the poor from out-of-pocket health payments. However, it isinteresting to note
that, for the sample of outpatients under 18 years of age, the poor were found to be 3.6 percentage
points less likely to make such payments (18.4 percent versus 22.0 percent) and pay |less than the non-
poor.

Study Limitations

There are anumber of limitations to the study. First, the survey methods and data used in this
anaysis only allow usto partially uncover the situation regarding out-of-pocket health care
expenditures. Like most surveys of household health expenditures, the survey data do not contain
information that would allow usto disentangle private expenditures into the amounts spent on
mandated payments vs. the amounts spent informally. Second, the health expenditure component of
the survey only includes item-specific questions on one broad type of health care service — care
associated with acute health problems. For this type of service, questions were asked on the amounts
spent for consultations, gifts, tests, medicines, food and other items. For other types of health care
services, questions were asked either on the amounts spent for certain types of items (i.e., medicines
for those seeking treatment for chronic problems) or for the total amounts spent for all services and
items associated with care (i.e., for maternity care). Finally, the survey does not include questions on
the types and quantity of medicines prescribed and used. Not having this type of information prevents
us from assessing whether health insurance enrollees received the appropriate level of subsidies for
prescribed medicines.

Implications for Reform

Despite these limitations, the results have a number of implications for ongoing health reform
effortsin Albania. First, strategies with the objective of addressing informal payments should first be
focused at the hospital level, as the findings on the differences in charging practices between inpatient
and outpatient care provides support to the premise that informal payments are a much greater
problem for hospital care than for primary care. The finding that informal paymentsis amore severe
problem for inpatient care than for outpatient is not surprising given the findings from other studiesin
Albania, which suggests that hospital physicians often use their monopolistic market position in order
to extract payments from patients as a precondition to delivering potentially life-saving health care
services (Vian et a. 2004) and that GPs and family doctors earn substantially higher salaries than
specialists (Tabaku and Fairbank 2004). Primary health care physicians are lesslikely to beina
position to extract large payments, as consumers of primary services have more choices on which
physician to seek treatment from, both within and across health care facilities.
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Secondly, the effectiveness of many health system-strengthening efforts may be impeded unless
the issue of informal payments is adequately addressed. For example, while insurance membership
was found to be significantly associated with savings on medicine costs, after controlling for other
factors, membership was not found to significantly affect PHC consultation expenses, a stated benefit
of the insurance program. Although out-of-pocket payments at PHCs were not found to be
substantial, informal payments might be playing arole in limiting the effectiveness of the Health
Insurance I nstitute program, as physicians may lack motivation to collect official fees from non-
enrollees. The ineffectiveness of health insurance coverage on consultation fees appears to be an
example of a situation in which perverse incentives created by informal payments are thwarting a
reform effort. It isalso likely that aternative payment strategies may fail without changing the
incentives faced by physicians and other health care staff, by raising salaries, and/or by offering
performance incentives. Until the problem of informal paymentsis effectively addressed, it is
unlikely that the social insurance program will have an impact on mandated consultation
expenditures.

Third, the limited correlation between social economic status and out-of -pocket payments
suggests that there is considerable potential for improving the targeting of the poor and other
vulnerable populations. Again, the introduction of programs that effectively address the problem of
informal payments, along with formal targeting strategies, are likely to be essential for protecting the
poor against excessive private expenditures, and for improving access to primary health care service.

There are anumber of available strategies for addressing the problem of informal payments,
including increasing provider accountability by strengthening systems to detect and impose penalties
on providers who charge informal payments, formalizing payments through user fee strategies,
introducing provider incentive systems that include quality assurance and performance assessment,
and improving knowledge and awareness about patient rights and responsibilities, particularly the
benefits of health insurance. While identifying the strategies that are likely to be both feasible and
effective in improving health system performance in the Albanian context is beyond the scope of this
analysis, it should be recognized that many of these strategies may have unintended and adverse
consequences on service provision and utilization. For example, enforcing penalties for charging
informal payments could result in a decrease in the supply of servicesif health workers opt to leave
their jobsin response, and user fee strategies could actually increase the total amount of out-of-pocket
paymentsif they don't replace informal payments. Further research is needed both to better quantify
the problem of informal payments, and to monitor and evaluate the effectiveness of alternative
strategies on program accountability and service efficiency, accessibility, quality, and utilization.
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1. Introduction

Like most countriesin Central and Southeastern Europe, Albaniais currently considering a
number of health sector reforms in order to improve the availability, quality, and use of health care
services. Among the reforms under consideration are separating financing and service provision,
decentralizing management and financing responsibilities, introducing alternative provider payment
systems, and mobilizing additional private resources through patient cost-sharing. However, before
such reforms can be considered, more needs to be known about the role that households currently
play in financing the health care system.

While very little research has been conducted on household out-of-pocket paymentsin Albania,
agrowing amount of research on thisissue has been conducted in neighboring countries (Lewis 2000;
Ensor 2004; Delchevaet al. 1999; Thomson and Witter 2000). This research suggests that a
substantial portion of out-of-pocket payments are informal in nature, and that, whatever their origin,
informal payments practices can cause several negative effects on health system performance. Such
payments can have serious implications on the governance of the health system, can negatively affect
service accessibility and utilization (particularly among the poor), can lead to perverse incentives
among managers and health care providers, and, if not accounted for, have the potential to limit the
success of health system strengthening efforts (Lewis 2000; Ensor 2004). At the same time, health
care ddlivery systemsin transitional economies such as Albania's are often fragile. Public health care
providers frequently earn very low and sometimes irregular salaries, and informal payments might
play an important role preventing the disintegration of the government-run health care system by
ensuring that health workers do their jobs. Nevertheless, previous research suggests that informal
payments, if ignored, can have a substantial but perhaps unpredicted influence on attempts at health
sector reform (Ensor 2004).

The purpose of this paper is to describe health care utilization patterns and the levels and
distribution of out-of-pocket payments on outpatient health care services among a sample of
households interviewed in three areas of Albania (Berat, Kugova, and Fier). In addition, we
investigate whether Albania s socia health insurance program has been successful in reducing out-of -
pocket expenditures for health care among program participants. Finally, we investigate the equity
dimensions of out-of-pocket expenditures by assessing the influence of socioeconomic characteristics
on health care expenditures. It is hoped that a better understanding of the prevalence, magnitude, and
determinants of out-of-pocket payments can be used by the government of Albaniato help evaluate
the effectiveness of ongoing health reform efforts and to assess the likely effects of reforms that are
under consideration to improve health system performance.
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2. Background

Albania’ s Ministry of Health (MOH) accounts for nearly all health care service delivery in
Albania, with primary health centers (PHCs) being the centerpiece of the government’s strategy for
primary health care. PHCs are located in both urban and rural areas, and are staffed by general
practitioners (GPs), family doctors,* and/or pediatricians. Ambulances, atype of health post in rural
areas, have a small number of non-specialized medical personnel, often with no formal training.
Polyclinics and hospitals offer secondary and tertiary care, are located exclusively in municipalities,
and are staffed by specialists.

Although the government has not adopted a health policy that provides a comprehensive health
sector strategy and an action plan that would guide implementation steps, in the last ten years,
Albania has passed several laws and decrees related to health policy, some of which haveled to
substantial changes in the organization and financing of health care services. These changes include
the privatization of pharmacies and dental practicesin 1993 and the introduction of social health
insurance in 1995. Managed by the Health Insurance Institute, the government-sponsored health
insurance program is still limited both in terms of the population and services it covers. The scheme
allows patients to obtain one free consultation with a GP or family doctor in order to treat each illness
episode, and free consultations for care received at facilities where the patient has been properly
referred. Patients who are not enrolled in the insurance program or use the referral system improperly
are supposed to pay afee of 200 Lek at PHCs and 300 Lek at polyclinics and hospitals. (For
hospitalized individuals, official policy does not stipulate that inpatients be charged fees for
examinations, consultations, and diagnostic services other than the 300 Lek fee charged by
specidists.) In addition, insurance enrollees receive subsidies on more than 300 drugsiif prescribed by
a GP or afamily doctor. In order to receive benefits, an insured individual must present a“health
license” or “health booklet” that documents their membership. Without such documentation, scheme
members may find their access to free services or discounted drugs impeded.

Legally, all economically active individuals (employees, employers, the self-employed, or
unpaid family workers) are obliged to contribute to the scheme, while the state bears responsibility
for the contributions of children, full-time students, retirees, the disabled, the unemployed, pregnant
women, and citizens under compulsory military service. Although all Albanians are supposed to be
covered by the program, 2002 Living Standards Measurement Survey (conducted by INSTAT with
assistance from the World Bank) shows that only 39 percent of the country’s population reports
having a health license.

Alongside the official feesthat are charged for health care services (described above) are
informal payments, which can be defined as * payments to institutions or individualsin cash or in kind
made outside official payment channels for services that are meant to be covered by the public health
system” (Lewis 2000). Although no reliable estimates are available on the prevalence and magnitude
of informal paymentsin Albania, a qualitative study in the same areas where our household survey
was administered found anecdotal evidence that informal payments are widespread and extensive,

! Family doctors refer to physicians who have a speciality in Family Medicine.
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particularly for inpatient care (Vian, Gryboski, Sinolmeri, and Clifford 2004). Among the reasons
given by providers and the public for why such payments occur include low salaries of health staff;
perceived low levels of quality and a desire to get better service; fear of being denied treatment,
particularly among rural individuals seeking care in urban facilities; and traditional cultural beliefs
about expressing appreciation.

Theissue of salary levels of physicians and their importance in contributing to the practice of
informal payments is complex. After the introduction of the social insurance program in 1995, the
Health Insurance Institute became responsible for paying salaries to GPs and family doctors who staff
ambulances and PHCs while the MOH remained responsible for paying the salaries of specialists,
who staff polyclinics and hospitals. Because of their higher base salary and because they receive extra
compensation if they are posted in rural areas, GPs and family doctors earn salaries that are on
average two to three times higher than those of specialists. The systems used to remunerate doctors
can have two potentially important effects on out-of-pocket payments. First, specialists working in
polyclinics and hospitals may demand higher payments than GPs and family doctors working in
PHCs and ambulances. (That the costs of living and costs of services are likely to be higher in urban
areasthan in rural areas may also contribute to urban physicians charging more than rural physicians).
Second, GPs and family doctors working in urban areas may demand higher payments than GPs and
family doctors working in rural areas. Both of these hypothetical effects are based on the proposition
that salary levels contribute to the practice of informal payments, a proposition that is supported by
the findings of Vian et al. (2004).

The government has been attempting to deconcentrate financial and managerial authority to its
12 regional authorities and to local governments. Decentralization has moved very slowly because of
alack of clarity regarding which roles and responsibilities would be delegated and a lack of capacity
at the subnational level. Meanwhile, the health sector has remained centralized, with the only impact
of decentralization being that the MOH is no longer funding operations and maintenance of
ambulances and PHCs. In addition, the introduction of social insurance and the decentralization
efforts have led to fragmentation in the financing and management of primary health care services
between the Ministry of Health, the Health Insurance Institute, and the Ministry of Local
Government.

In order to improve the performance of the health care system, the government is considering a
number of health reform strategies that focus on several guiding principles, including the separation
of financing and service provision, increasing the legal, financial, and managerial autonomy of health
care providers, single source financing, and the establishment of regional health authorities
responsible for planning and monitoring service quality (Tomesh 2004). The government has
appointed aworking group of local lawyersto draft legislation focusing on the guiding principles of
reform, leaving room for the government to consider which exact strategies will be implemented and
determine how they will be implemented.

The effectiveness of many of the reform strategies being considered by the government could be
influenced by the practice of informal payments. In addition to providing estimates of the prevalence
and magnitude of out-of-pocket payments, this paper examines the following hypotheses: first,
whether individuals covered by health insurance are less likely to pay for consultations (at PHCs) and
medicines, and pay less for consultations and medicines, than non-insured individuals; second,
whether individuals from rural areas are lesslikely to pay for consultations, and pay less for
consultations, at PHCs than individuals from urban areas; third, whether individuals from rural areas
are more likely to pay for consultations, and pay more for consultations, at polyclinics and hospitals
than individuals from urban areas. And finally, we examine whether household wealth is positively
associated with out-of-pocket payments for curative health care.
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3. Data and Methods

The data for the analysis come from the Albania Baseline Health Survey, a survey of 2,000
households carried out December 2002 in Berat, Kucova, and Fier by the Albania Institute of
Statistics (INSTAT) with support from the Partners for Health Reformplus (PHRplus) Project. This
survey and afollow-up survey planned for autumn 2004 will be used to assess the impact of a
primary health care pilot supported by PHRplus. The primary aim of the intervention is to improve
the utilization of primary health care services through changes in the management, financing, and
service quality of primary health care services.

The study has a quasi-experimental research design with intervention and control groups. In
consultation with the United States Agency for International Development (USAID), four PHCs in
Berat and Kugovawere purposely selected as the PHCs that would receive assistance from PHRplus
to implement the primary health care pilot. Two of these facilities are located in municipalities and
two in communes, and each had been recently renovated with financial and technical assistance from
USAID and the government of Albania.

In selecting the two control facilities, the following criteriawere used. First, like the four
facilitiesin the intervention areas, the PHC facilities in the control areas must have been recently
renovated. Second, both a municipality and a neighboring commune facility should be selected.
Third, the socioeconomic characteristics of the populations in the municipality and commune control
areas must be similar to the populations in the intervention areas with respect to selected social and
demographic characteristics, including educational status, age structure, and ownership of specified
household assets. Based on these criteria, two PHCs in Fier and their catchment areas were selected
as the controls for the study.

A random sample of households was selected in each of the six areas. The target number of
households sampled was based on household population estimates and the average household size
provided to the research team prior to the survey. The survey collected information on awide range
of topics, including: household demographic and economic characteristics, health insurance coverage;
morbidity; utilization of preventive, reproductive, and curative health care services; out-of-pocket
costs for health care; and perceptions of health care quality. To gauge curative health care utilization,
individuals were asked questions on whether they had a chronic illness and/or disability and whether
they had experienced an acute illness or problem in the month prior to the survey. For those
individuals who report that they suffered from a chronic or acute health problem, questions were
asked on whether care from atrained health care provider was utilized, the type of facility visited, the
types of services utilized, out-of-pocket expenditures, and opinions regarding the quality of care that
was received. Those who report seeking health care for chronic problems were asked about their out-
of-pocket costs for medicines, while those seeking care for acute problems were asked not only about
expenditures on medicines, but also on consultations, tests, and food and transportation associated
with seeking health care. Because more complete data were collected on out-of-pocket expenditures
for acute health care, we focus principally on this type of health care utilization in the study.

As mentioned above, previous research suggests that gift giving (voluntary) and forced payments
(involuntary) for publicly provided health services are common. While the survey included questions
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on the amounts paid in the form of in-kind or monetary gifts and whether these gifts were voluntary
or involuntary, we suspect that our estimates of payments for consultations, laboratory tests, and even
medicines may combine officially sanctioned payments with informal payments. Thisis supported by
findings from a separate survey of health facilities in the same areas where the household survey was
administered (PHRplus 2004). Results from the survey showed that, despite the official policy that
callsfor the collection of user fees, ailmost al of the government facility directors reported that
services are offered free of charge. This suggests that most if not all of the consultation payments
reported by our sample are informal. While medicines are purchased in private pharmacies, there are
some reports that some physicians receive kickbacks from pharmacists on some prescription
purchases. Given these measurement issues, the analysis presented in this paper focuses on all out-of-
pocket health care payments, and not just on informal payments.

To assess household wealth, questions were asked on the type of dwelling where the household
resides, access to water and electricity, and ownership of several types of assets, such asacar,
television, satellite dish, and refrigerator. A number of studies have demonstrated the validity of using
wealth-based indicators for categorizing households (Filmer and Pritchett 1999, Filmer and Pritchett
2001, Montgomery et a. 2000). The information on dwelling conditions and asset ownership were
used to construct a composite measure of economic well-being or wealth ownership by applying
principal component analysis along the lines suggested by Filmer and Pritchett (2001). These indices
are often referred to as household wealth scores. More details on the research design, sampling
procedures, the types of data collected, and variable construction, can be found in PHRplus 2004.

In order to test the main hypotheses of this analysis, we examine the likelihood that individuals
make out-of-pocket payments, and the magnitude of those payments, for several different types of
health care expenditures. (1) consultation costs at PHCs for outpatient acute care, (2) consultation
costs at hospitals and polyclinics for outpatient acute care, (3) consultation and gift payments for
outpatient acute care at any type of government health facility, and (4) expenditures on medicine for
outpatient acute and chronic care at any type of government health facility. Because few individuals
included in the household survey reported being hospitalized, we investigate the hypotheses only
using the sample of individuals who reported outpatient care.

We test the main hypotheses regarding the payment of formal and informal fees using
multivariate regression analysis. Multivariate regression approaches allow us to examine the effects
of determinants of expenditures such as having health insurance while controlling for other factors
that may directly or indirectly aso affect expenditures. Unfortunately, modeling the determinants of
medical care expenditure is aless-than-straightforward endeavor. Several factors complicate attempts
to obtain unbiased estimates of the impact of variables that influence health care expenditures. First,
data on medical care expenditures typically exhibit alarge number of observations clustered at zero,
with the rest of the observations being positive and highly skewed. As aresult, acommonly used
estimator for limited dependent variables, the Tobit model, may produce biased parameter estimates
(Manning et al. 1987). Second, ordinary least squares (OLS) analysis base on a sample that excludes
individuals who did not report paying for health care is problematic because of potential sample
selection bias.

In order to address the sample selection issue, we estimated a Heckman selection model that
included an equation to predict whether an acutely ill individual reported paying anything for medical
care and a second equation to predict how much an individual reported paying. We tested whether rho
was statistically different than zero, indicating sample selection bias, and found that there was no
evidence of sample selection. Based on this result, we then modeled health expenditures using two
separate equations. First, maximum likelihood probit analysis was used to estimate the relationships
between the likelihood of incurring specific types of acute and chronic care medical expenditures —
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including informal fees— and a set of individual- and facility-level covariates. Second, OLS analysis
was used to estimate the rel ationships between the magnitude of levels of out-of-pocket payments and
the same types of variables. The key individual-level factors hypothesized to affect the prevalence
and magnitude of expenditures are health insurance status, urban/rural residence, and socioeconomic
status. Several other variables are included as controls: age and sex of the individual, educational
status, and characteristics of the household such as whether it is headed by afemale.

Because it is believed that the charging of fees may depend upon both the type of health services
being sought and the age of the health care seeker, separate estimations are conducted for children
under the age of 17 and adults 18 and over. In the former case, the educational attainment of the
household head is used as a proxy variable for the educational level of household members.
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4. Descriptive Results: Morbidity and

Health Care Utilization

This section presents survey findings on the prevalence of morbidity and health care utilization
patterns by household wealth status and urban/rural status. Table 1 presents results on the prevalence
of self-reported morbidity and the percent of ill individuals that report utilizing health care services.
Overall, 8.9 percent of survey individuals reported having a chronic health problem that has lasted
three months or longer, with heart and lung problems being the leading types of problems reported,
and 9.5 percent of individuals reported having an acute health problem that occurred within the one-
month period prior to the survey, with cold and the flu being the most frequently reported problems.
The prevalence of self-reported chronic and acute health care problems did not vary substantially by
household wealth or by urban/rural status. As expected, chronic morbidity increased substantialy by
the age of the respondent (not reported in the table). The prevalence of acute morbidity was * U-
shaped,” with respondents 14 years and younger and 65 years and older reporting higher average
levels of morbidity than respondents 15 to 64 years of age.

Table 1: Prevalence of Self-reported Morbidity, and Percent Who Report Using Health Care from a
Trained Provider, by Place of Residency and Household Wealth Quintile

Place of
Self-reported residency Household wealth quintiles
morbidit;:llzeealth care Total Urban Rural Poorest | Second Third Fourth | Richest
n=8,142 | n=3,208 | n=4,934 | n=1,694 | n=1,676 | n=1,610 | n=1,554 | n=1,608

Ill or injured

Total 17.3 18.2 16.7 18.6 16.8 16.2 16.5 18.4

Chronic 8.9 10.3 7.9 9.2 8.2 7.9 9.3 9.8

Acute 9.5 9.3 9.6 10.2 9.7 9.0 8.5 9.8
Used health care

Total 50.0 59.8 43.1 36.5 50.9 51.0 54.9 58.6

Chronic 53.3 63.9 44.4 41.7 44.2 56.7 64.8 59.5

Acute 44.2 50.5 40.3 30.1 53.4 44.8 394 53.8

Overall, 53.3 percent of individuals with chronic morbidity and 44.2 percent of individuals with
acute morbidity reported utilizing health care services from atrained health care provider in the one
month prior to the survey (Table 1). Service utilization rates varied substantially by household wealth
and geographic location. For example, among those with acute morbidity, 50.5 percent of urban
respondents vs. 40.3 percent of rural respondents reported seeking care, and 53.8 percent of
respondents in the highest wealth quintile vs. 30.1 percent of respondents in the lowest wealth quintile
reported seeking care. Among non-users, the leading reasons given for why medical assistance was
not sought out was they did not think the problem was serious (73.3 percent) and they self-treated
themselves at home (31.0 percent). Only a small percentage (5.4 percent) reported that the cost of
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services was areason for not using health care, and surprisingly, this finding did not vary
significantly by the wealth status of the household.

Table 2 presents information on the type of health care facility that was reportedly utilized by
those with health problems. The sequencing of health care utilization is difficult to gauge for those
with chronic problems as opposed to those with acute problems. For those with chronic morbidity,
recent health care utilization islikely to be influenced by how the individual previously used facilities
and providersin response to their problem. As aresult, for the chronically ill who reported utilizing
health care servicesin the past six months, we asked individuals where they “usually” go for
treatment. For the acutely ill, we asked about the type of facility that was reportedly first utilized.

Table 2: Percent Distribution of Individuals Who Used Health Care, by Place Where Care Was
Received, Place of Residency and Household Wealth Quintile

Place where care was Place of residency Household wealth quintiles
received Total Urban Rural Poorest | Second | Third | Fourth | Richest
Chronic n=635 n=300 n=335 n=129 n=119 | n=115 | n=125 n=147
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Ambulance 5.4 NA 10.2 7.8 4.2 9.6 3.2 2.7
Primary Health Center 37.0 58.3 17.9 225 23.5 26.1 55.2 53.7
Maternity 0.8 0.0 15 0.8 1.7 0.9 0.8 0.0
Polyclinic 38.3 27.3 48.1 51.2 47.9 43.5 20.0 30.6
Hospital 15.8 12.3 18.8 17.1 19.3 16.5 17.6 9.5
Private clinic 2.8 2.0 3.6 0.8 34 3.5 3.2 34
Acute n=341 n=151 n=190 n=52 n=87 n=65 n=52 n=85
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Ambulance 11.7 0.0 21.1 5.8 24.1 18.5 1.9 35
Primary Health Center 28.7 42.4 17.9 30.8 17.2 23.1 38.5 37.7
Polyclinic 22.6 17.9 26.3 28.9 19.5 24.6 25.0 18.8
Hospital 255 17.9 31.6 32.7 32.2 27.7 21.2 15.3
Private clinic 5.6 11.3 11 1.9 2.3 3.1 5.8 12.9
Home visit 5.9 10.6 2.1 0.0 4.6 3.1 7.7 11.8
Total n=944 n=434 n=510 n=177 n=200 | n=174 | n=171 n=222
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Ambulance 7.7 0.0 14.3 7.3 13.0 12.6 2.9 3.2
Primary Health Center 34.2 52.8 184 25.4 20.5 25.3 49.7 48.7
Maternity 0.5 0.0 1.0 0.6 1.0 0.6 0.6 0.0
Polyclinic 32.7 24.7 39.6 44.1 36.0 36.8 22.2 25.7
Hospital 19.1 14.1 23.3 215 24.5 20.1 18.1 12.2
Private clinic 3.6 4.8 2.6 1.1 3.0 3.5 4.1 5.9
Home visit 2.1 3.7 0.8 0.0 2.0 1.2 2.3 4.5
NA: Not Applicable

Note: For individuals acutely ill, numbers above reflect where care was first received. For individuals chronically ill, numbers reflect
where care was "usually received."
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Among the chronically ill, polyclinics (38.3 percent) and PHCs (37.0 percent) were the most
commonly reported sources of “usual” care. However, there are differences between urban and rural
inhabitants in terms of where care is obtained. In urban areas, PHCs are the most commonly reported
place for seeking treatment (58.3 percent), followed by polyclinic at 27.3 percent. By contrast, almost
half (48.1 percent) of commune dwellers reported that they usually go to polyclinics, and only 17.9
percent reported that they usually utilize PHCs.

There are also important differences in health care utilization practices among individuals who
sought treatment for acute ilinesses. In urban areas, the most frequently reported place for treatment
are PHCs, where 42.4 percent of the urban sample first sought treatment, compared to 17.9 percent of
the rural sample. In rural areas, the most commonly reported place for treatment are hospitals, where
31.6 percent of health care clients reported first visiting compared to about 17.9 percent of urban
health care clients. Rural residents are also more likely to use polyclinics than their urban
counterparts (26.3 percent vs. 17.9 percent).

Asimplied by these findings, bypassing was found to be very extensive among sample
individuals, as 48 percent of all public clients reported going straight to a polyclinic or hospital rather
than an ambulance or PHC. If the analysisis restricted to those public clients who reported having
only acold or flu, more than 38 percent went directly to polyclinics or hospitals. It isinteresting to
note that bypassing is higher among individualsliving in rural areas, even though they must travel
further distances to receive care in polyclinic or hospital. On average, rura individualsin the sample
must travel 5.8 kilometers to reach a polyclinic (vs. 0.2 kilometers for urban households) and 6.2
kilometers to reach a hospital (vs. 0.9 kilometers for urban individuals). Thisincreased travel distance
may not be significant for all rural users, depending on the individual’ s mode of transportation. Those
who went directly to polyclinics and hospitals cited unavailability of services and unsuitable facility
hours of the closest lower-level facility as the leading reasons for bypassing. In part, this phenomenon
may be due to some dynamics of care seeking common to rural areasin general (not just limited to
Albania). Because rural residents are usually poorer and less well educated than their urban
counterparts, they may not be as attuned to health problems as urban dwellers. For this reason, they
may not become aware of the scope of a health problem until it becomes more severe, at which point
itislogical for them to seek the specialized treatment available (in Albania) only at hospitals and
polyclinics.
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5. Descriptive Results: Out-of-Pocket

Expenditures

This section presents descriptive findings on the frequency and magnitude of out-of-pocket
health care expenditures. The results are disaggregated by socioeconomic status, by urban/rural status,
and by the type of facility utilized. We focus on the sample of individuals who sought treatment for

acute health problems, as we have more detailed expenditure information for this sub-sample.

5.1

Consultation Expenditures for Acute Problems

Tables 3 and 4 present results on the percentage of individuals who paid for services. Overal,
95.2 percent reported paying anything for health care, including consultations, gifts, laboratory tests,
medicines, food and/or other items. There were no significant differences between urban and rural

clients nor between rich and poor clients in the percent who paid.

Table 3: Proportions of Acutely Ill Outpatients Who Paid Anything for Consultations, Gifts, Tests,
Drugs, Food, and Other Expenditures, by Place Where Care Was Received and Urban/Rural Status

Place where care was received

Payments Total Home
Ambulance | PHC | Polyclinic | Hospital | Priv. clinic visit
Total n=326 n=40 n=93 n=77 n=61 n=19 n=23
Proportion of acutely ill
outpatients seeking care 95.2 90.0 93.5 98.7 98.4 94.7 90.9
who paid for anything
Proportion of acutely ill outpatients seeking care who paid for:
Consultation 44.6 25.0 28.7 57.9 58.3 61.1 45.0
Gifts and other payments 24.7 16.7 40.2 15.8 23.3 22.2 15.0
Laboratory tests 24.0 11.1 16.1 27.6 41.7 38.9 5.0
Medicines 92.2 97.2 94.3 92.1 95.0 94.4 65.0
Food and transportation 44.3 22.2 24.1 64.5 76.7 38.9 5.0
Urban n=153 n=60 n=27 n=20 n=17 n=18
Proportion of acutely ill
outpatients seeking care 95.7 NA 95.0 96.3 100.0 94.1 94.1
who paid for anything
Proportion of acutely ill outpatients seeking care who paid for:
Consultation 35.8 NA 28.1 34.6 45.0 56.3 37.5
Gifts and other payments 30.6 NA 45.6 19.2 30.0 25.0 6.3
Laboratory tests 31.3 NA 24.6 46.2 45.0 43.8 6.3
Medicines 89.6 NA 93.0 92.3 95.0 93.8 62.5
Food and transportation 23.9 NA 211 23.1 45.0 375 0.0
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Rural n=172 n=40 n=33 n=50 n=41 n=2 n=5

Proportion of acutely ill

outpatients seeking care 94.7 90.0 90.9 100.0 97.6 100.0 80.0

who paid for anything

Proportion of acutely ill outpatients seeking care who paid for:
Consultation 51.9 25.0 30.0 70.0 65.0 100.0 75.0
Gifts and other payments 19.8 16.7 30.0 14.0 20.0 0.0 50.0
Laboratory tests 17.9 111 0.0 18.0 40.0 0.0 0.0
Medicines 94.4 97.2 96.7 92.0 95.0 100.0 75.0
Food and transportation 61.1 22.2 30.0 86.0 92.5 50.0 25.0

NA: Not Applicable

Table 4: Proportions of Acutely lll Outpatients Who Paid Anything for Consultations, Gifts, Tests,
Medicines, Food, and Other Items, by Household Wealth Quintile

Household wealth quintiles
Acutely ill outpatients Total
Poorest | Second | Third | Fourth | Richest

n=326 n=49 n=78 n=64 n=49 n=86
Proportion seeking care who paid for something 92.0 93.9 88.5 96.9 93.9 89.5

Proportion seeking care who paid for:
Consultation 44.7 56.5 46.4 43.5 37.0 41.6
Gifts and other payments 24.7 13.0 15.9 32.3 28.3 31.2
Laboratory tests 24.0 15.2 15.9 29.0 32.6 27.3
Medicines 92.3 97.8 92.8 96.8 95.7 83.1
Food and transportation 44.7 76.1 449 48.4 41.3 24.7

While government policy stipulates that user fees should be charged to all clientsin polyclinics
and hospitals and all non-insured clients in ambulances and hospitals, results from a survey of facility
directors in the sample areas found that almost all facility directors report that official user fees are
not charged. However, the results of the household survey tell a different story, as a substantial
proportion of outpatient clients reported paying for consultations. Of those persons who sought

treatment in the one-month period prior to the survey, 44.6 percent reported paying for consultations
and 24.7 reported giving either in-kind or monetary gifts. For those individuals who reported making
gift payments, the survey included a question on whether the payment was voluntary or explicitly
regquested by health care staff. Almost all outpatients (95 percent) who reported paying gift payments
reported that the gifts were voluntary.

Asindicated by Tables 3 and 4, the proportion of clients who paid for consultations varied by the
type of health care facility utilized, by the urban/rural status of the client, and by socioeconomic
status. In terms of facility type, clients of polyclinics and hospitals were much more likely to have
paid than clients of PHCs and ambulances. For example, 57.9 percent of polyclinic clients and 58.3
percent of hospital clients paid vs. 28.7 percent of PHC clients. Moreover, the percent of polyclinic
and hospital clients that paid was very similar to that of private clinic clients. With respect to
geographic location, rural clients reported paying more frequently for consultations for each type of
health care facility observed than urban clients. Overall, 51.9 percent of rural clients reporting paying
for the consultation compared to 35.8 percent of urban clients. The finding that a greater proportion of
rural clients reported paying for consultations in polyclinics and hospitals is interesting because these
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types of facilities are located exclusively in municipalities and serve both urban and rural populations.
There are anumber of possible explanations for thisfinding. First, as suggested in the qualitative
study, rural individuals seeking care at polyclinics and hospitals, which are located solely in
municipalities, may feel more vulnerable and, as aresponse, are more likely to pay informal
payments in polyclinics and hospitals than are urban clients, perhaps as a strategy to help ensure they
are seen by a doctor and to make sure they receive good quality care. Another possibility is that
providers may be more likely to demand payments from rura clients, perhaps as aresult of provider
bias or because rural clients are perceived as being less likely to provide gifts. Unfortunately, the data
do not allow us to test these possible explanations.

The results from Table 3 also suggest that the proportion of rural clients of urban-based
polyclinics and hospitals who paid for food and/or transportation is much higher than among urban
clients. For example, 86 percent of rural clients of polyclinics paid for food and transportation
compared to 23 percent of urban clients. These costs could potentially be a barrier to access to those
living in rural areasif the services are only delivered in urban-based facilities.

While providers interviewed in the qualitative study maintained that there is no discrimination in
charging practices according to the socioeconomic status of clients, the survey findings provides
conflicting evidence. Of those who used health care services to treat acute health problems, the poor
were found to be more likely to pay for consultations, but were less likely to make gift payments than
better-off clients. For example, 56.5 percent of clients in the poorest wealth quintile reportedly paid
for consultations vs. 41.6 percent of clientsin the richest wealth quintile, but 13.0 percent of poorest
clients provided giftsvs. 31.2 percent of the richest clients. One possible explanation for this finding
isthat providers are more likely to demand consultation payments from the poor than from better-off
clients, perhaps as a response to the poor being not as likely to give gifts.

Tables 5 and 6 provide results on the average amounts paid for health care services and the share
of health care expenditures paid for consultations, gifts, laboratory tests, medicines, food and other
items. Again, the results presented in these tables are based on the sample of acutely ill individuals
reporting to have used outpatient services, regardless of whether they report paying for services. As
can be seen from Table 5, medicines make up the largest share of out-of-pocket expenditures among
outpatients (59.9 percent), followed by food and transport (16.3 percent), consultations (10.9 percent),
laboratory tests (7.5 percent), and gifts (5.5 percent). The reported share of expenditures spent on
consultations and gifts are markedly lower than findings from studies from other countries using
similar research methods. For example, nationally representative household survey data from
Tajikistan indicate that of the total amounts spent for outpatient care, on average, 20 percent is spent
on consultation fees and 38 percent is spent on informal gifts (Falkingham 2004).

Expenditures for consultations are observed to vary by the type of facility used, with private
clinics being the most expensive, on average, followed by hospitals, polyclinics, ambulances (located
inrural areas), and PHCs. Thisfinding could be aresult of a number of factors, including the
possibilities that (1) expenditures on officially mandated fees might be higher in polyclinics and
hospitals than in lower-level facilities (a possibility that isinconsistent with findings of the survey of
facility directors), and (2) informal payment levels might be higher in polyclinics and hospital s than
in lower-level facilities due to differencesin official salary levels between specialists and GPs and/or
differencesin perceived quality of care between higher- and lower-level facilities. Also as can be seen
from the table, the average value of gifts that the sample reported giving in higher-level facilities are
considerably higher than the average value reported in lower-level facilities.
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Table 5: Mean Levels and Shares of Total Payments for Consultations, Gifts, Tests, Medicines,
Food, and Other Iltems Among Acutely Ill Outpatients, by Place Where Care Was Received and by
Urban/Rural Status (in Lek)*

Place where care was received

Payments Total
Ambulance PHC Polyclinic Hospital Priv. clinic Home visit
Total n=312 n=40 n=93 n=77 n=60 n=19 n=23
Total 1,765 1,595 1,125 1,836 2,208 4,684 840
Consultations 192 166 60 206 268 642 151
Gifts 97 18 102 56 88 368 148
Laboratory tests 133 73 60 201 184 332 9
Medicine 1,058 911 806 1,047 1,319 2,463 523
Food and transport 287 428 102 326 349 879 9
Total 100.09 100.00 100.48 100.00 100.00 100.00 100.00
Share for consultations 10.9 10.4 5.4 11.2 12.2 13.7 18.0
Share for gifts 55 1.1 9.1 3.0 4.0 7.9 17.6
Share for laboratory tests 7.5 45 5.4 10.9 8.3 7.1 1.0
Share for medicines 59.9 57.1 71.6 57.0 59.7 52.6 62.4
Share for food and transport 16.3 26.8 9.1 17.7 15.8 18.8 1.0
Urban n=141 n=60 n=27 n=19 n=17 n=18
Total 1,843 NA 1,314 1,874 2,285 4,359 717
Consultations 180 NA 65 130 363 512 132
Gifts 127 NA 128 48 89 412 11
Laboratory tests 189 NA 93 381 221 371 11
Medicine 1,120 NA 919 1,176 1,325 2,106 563
Food and transport 230 NA 117 138 286 959 0
Total 100.19 0.00 100.63 100.00 100.00 100.00 100.00
Share for consultations 9.8 NA 4.9 6.9 15.9 11.7 18.4
Share for gifts 6.9 NA 9.8 2.6 3.9 9.4 15
Share for laboratory tests 10.2 NA 7.1 20.4 9.7 8.5 15
Share for medicines 60.8 NA 69.9 62.8 58.0 48.3 78.5
Share for food and transport 12.5 NA 8.9 7.4 12.5 22.0 0.0
Rural n=171 n=40 n=33 n=50 n=41 n=2 n=5
Total 1,700 1,595 782 1,816 2,172 7,450 1,280
Consultations 202 166 52 248 224 1,750 220
Gifts 72 18 55 60 88 0 640
Laboratory tests 87 73 0 103 167 0 0
Medicine 1,006 911 601 978 1,316 5,500 380
Food and transport 333 428 75 427 377 200 40
Total 100.00 100.00 100.00 100.00 100.00 100.00 100.00
Share for consultations 11.9 10.4 6.6 13.7 10.3 235 17.2
Share for gifts 4.2 1.1 7.0 3.3 4.0 0.0 50.0
Share for laboratory tests 5.1 45 0.0 5.7 7.7 0.0 0.0
Share for medicines 59.2 57.1 76.9 53.8 60.6 73.8 29.7
Share for food and transport 19.6 26.8 9.6 23.5 174 2.7 3.1

* 1US$=135 lek in December 2002 (Source: Bank of Albania)

NA: Not Applicable
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Table 6: Mean Levels and Shares of Total Payments for Consultations, Gifts, Tests, Medicines,
Food, and Other Iltems among Acutely Ill Outpatients, by Household Wealth Quintile (in Lek)*

Household wealth quintiles

Payments Total Poorest Second Third Fourth Richest

n=325 n=48 n=78 n=64 n=49 n=86

Spgéﬁfgtnoél:?s;‘tﬁzg’t ig‘gfeme 16.9 202 19.6 183 16.0 11.8

Total 1,713 1,472 1,649 1,783 1,821 1,792
Consultations 185 127 198 172 155 232
Gifts 93 33 73 94 73 155
Laboratory tests 128 98 76 170 184 128

Medicine 1,025 895 1,060 965 1,118 1,060
Food and transport 284 318 242 391 291 217

Total 100.1 100.0 100.0 100.4 100.0 100.0
Share for consultations 10.8 8.6 12.0 9.6 8.5 13.0
Share for gifts 5.4 2.3 4.4 5.3 4.0 8.6
Share for laboratory tests 7.5 6.7 4.6 9.5 10.1 7.1
Share for medicines 59.9 60.8 64.3 54.1 61.4 59.1
Share for food and transport 16.5 21.6 14.7 21.9 16.0 121

*1US$=135 leke in December 2002 (Source: Bank of Albania)

Turning to the findings on differences in payments between the urban and rural sample, on
average, rura clients of PHCs pay less for consultations than their urban counterparts, and rural
clients of polyclinics pay more for consultations than their urban counterparts. These findings are

consistent with the study hypotheses on the influence of physician salary levels and urban/rural status

on out-of-pocket expenditures. Not consistent with the hypotheses is the finding that urban hospital
clients pay more, on average, than their rural counterparts.

Finally, asindicated in Table 6, average payment levels were found to vary by the household
wealth status of clients. In general, total payments and payments for item-specific services and items
increase with the wealth status of the client. For example, clientsin the richest wealth group paid an
average of 1,792 Lek on all costs associated with care, while the poorest group of clients paid an
average of 1,472 Lek. For consultations, clientsin the richest group paid an average of 232 Lek vs.

127 paid by the poorest group.

In order to assess the magnitude of these payments, we calculated the share of total monthly
expenditures that was spent on care associated with the acute illness. Because this study did not
collect household expenditure data (other than for health care), we estimated total expenditures using
the following method. First, using the 2002 Livings Standards M easurement Survey, a national

household survey administered by INSTAT that collected information on household expenditures and

the same types of information on household wealth as the current study, we regressed monthly
household expenditures on measures of assets and housing conditions. Second, we used the estimated
coefficients from this regression to predict monthly household expenditures for this sample. As
indicated in the top row in Table 6, we estimate that, on average, 16.9 percent of total monthly
household per capita expenditures were spent on health care among outpatients who used health care
servicesto treat acute illnesses and problemsin the past month. Also, the share of total monthly
expenditures declines with increases in household wealth (20.2 percent for the poorest quintile vs.
11.8 percent for the richest quintile).
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5.2 Medicine Expenditures for Acute and Chronic Problems

As mentioned in the background section, one of the benefits of Albania s social health insurance
system are subsidies for prescribed medicines. If a patient is prescribed medicines that have been
approved for subsidies, the patient can purchase the medicine at a discount or receiveit for free,
depending on the drug prescribed. Tables 7 and 8 present results on the percent of acutely and
chronically ill individuals who were prescribed medicines, the percent that paid for medicines, and
the average amounts paid for both the insured and non-insured sample who used health care services.
The resultsindicate that insurance is associated with savings in medicine expenditures among the
chronically ill sample, but not among the acutely ill sample. For example, among the chronicaly ill,
the insured paid 36 percent less, on average, than the non-insured for the most recent prescription
(1,093 Lek vs. 1,717 Lek). On the other hand, among the acutely ill, there was no significant
difference between the insured and uninsured in the average amounts paid for prescriptions received
within the month before survey (1,177 Lek vs. 1,198 Lek). Average expenditure levels were not
found to vary by the household wealth levels.

Table 7: Percent of Acutely Ill Individuals Who Were Prescribed Medicines, the Proportion Who
Paid Anything, and Average Payment, by Household Wealth Quintile and Health Insurance Status

Household wealth quintiles
Acutely ill
Total Poorest Second ‘ Third ‘ Fourth Richest
Percent of acutely ill outpatients who were prescribed medicines
n=316 n=49 n=75 n=63 n=48 n=81
Total 89.6 91.8 86.7 95.2 93.8 84.0
n=155 n=8 n=27 n=25 n=33 n=62
Insured 87.7 87.5 85.2 92.0 97.0 82.3
n=161 n=41 n=48 n=38 n=15 n=19
Uninsured 91.3 92.7 87.5 97.4 86.7 89.5
Proportion of acutely ill outpatients that paid for medicines
n=283 n=45 n=65 n=60 n=45 n=68
Total 97.9 100.0 98.5 100.0 97.8 924.1
n=136 n=7 n=23 n=23 n=32 n=51
Insured 95.6 100.0 95.7 100.0 96.9 92.2
n=147 n=38 n=42 n=37 n=13 n=17
Uninsured 100.0 100.0 100.0 100.0 100.0 100.0
Average payment for medicine among acutely ill outpatients who were prescribed medicines
n=283 n=45 n=65 n=60 n=45 n=68
Total 1,188 1,021 1,272 1,029 1,217 1,340
n=136 n=7 n=23 n=23 n=32 n=51
Insured 1,177 471 1,165 979 1,227 1,338
n=147 n=38 n=42 n=37 n=13 n=17
Uninsured 1,198 1,123 1,330 1,061 1,192 1,348
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Table 8: Percent of chronically Ill Individuals Who Were Prescribed Medicines, the Proportion Who
Paid Anything, and Average Payment, by Household Wealth Quintile and Health Insurance Status

Household wealth quintiles
Chronically ill
Total Poorest Second ‘ Third ‘ Fourth Richest
Percent of chronically ill outpatients who were prescribed medicines
n=1,064 n=214 n=206 n=201 n=221 n=221
Total 96.7 93.0 96.6 98.0 98.6 97.3
n=674 n=71 n=98 n=128 n=179 n=198
Insured 97.8 93.0 98.0 97.7 98.9 98.5
n=390 n=143 n=108 n=73 n=43 n=23
Uninsured 94.9 93.0 95.4 98.6 97.7 87.0
Proportion of chronically ill outpatients that paid for medicines
n=1,064 n=214 n=206 n=201 n=221 n=221
Total 94.0 98.1 95.1 91.5 95.0 90.0
n=674 n=71 n=98 n=128 n=179 n=198
Insured 91.1 97.2 90.8 86.7 94.4 88.9
n=390 n=143 n=108 n=73 n=43 n=23
Uninsured 99.0 98.6 99.1 100.0 97.7 100.0
Average payment for medicine among chronically ill outpatients who were prescribed medicines
n=1,064 n=214 n=206 n=201 n=221 n=221
Total 1,321 1,426 1,666 1,313 1,235 993
n=674 n=71 n=98 n=128 n=179 n=198
Insured 1,093 1,245 1,514 821 1,167 939
n=390 n=143 n=108 n=73 n=43 n=23
Uninsured 1,717 1,515 1,805 2,176 1,522 1,459

Although the insured are entitled to receive certain types of medicines for free, the proportion of
the insured sampl e that reported paying something for the most recent prescription is high. For
example, among the insured who were prescribed medicines, 88.9 percent of the chronicaly ill and
92.2 percent of the acutely ill reported paying some money for their prescriptions. (All non-insured
individuals who were prescribed medicines paid). However, it should be noted that because the
survey did not gather information on the types of medicines prescribed, it is not known whether
patients were prescribed drugs that should have been received at areduced price or for free.

5.3 Inpatient Visit Expenditures for Acute Problems

Table 9 provides expenditure results on those acutely ill individuals who reported being
hospitalized in the month prior to the survey. The table shows the proportion of individuals who
report paying for health care services, the average amounts spent, average cost shares, and the
average percent of total monthly per capita expenditures spent for the hospitalization. As can be seen,
al individuals paid at least something for care, and, in terms of the proportion of total household
expenditures that were incurred, average payments are considerable. Of the 31 individuals who were
hospitalized, an average of 102.0 percent of total per capital monthly expenditure was spent on the
total costs of hospitalizations, and, of this amount, an average of 16.8 percent was spent on doctors
services and another 39.8 percent was spent on gifts. Over 61 percent of inpatients reported making

5. Descriptive Results: Out-of-Pocket Expenditures 19



gift payments, and, of these individuals, 80 percent reported that the gifts were voluntary and not
explicitly requested by hospital staff. This may be an oversimplified representation of why informal
payments are made, as the qualitative survey in the same study areas indicated that informal payments

take many forms, ranging from voluntary gifts to express gratitude for services to compulsory
payments demanded by awide variety of hospital staff members, including doctors, nurses, and

lower-level staff responsible for care. Unfortunately, we do not have the information to investigate
the types of staff that were paid — both for doctors' services and for gifts — and how and why they

were paid.

Table 9: Percent of Inpatients Who Paid for Care, and Mean Levels and Shares of Total Payments
For Inpatient Health Care Services by Household Wealth Quintile (in Lek)*

Household wealth quintiles

Total
Payments Poorest Second Third Fourth Richest
n=31 n=3 n=14 n=4 n=5 n=5
Proportion of acutely ill
inpatients seeking care who 100.0 100.0 100.0 100.0 100.0 100.0
paid for something
Proportion of acutely ill inpatients seeking care who paid for:
Consultations 45.2 66.7 35.7 25.0 40.0 80.0
Gifts 61.3 100.0 64.3 75.0 20.0 60.0
Laboratory tests 58.1 33.3 57.1 100.0 20.0 80.0
Medicine 80.6 66.7 85.7 75.0 80.0 80.0
Food and transport 87.1 100.0 100.0 75.0 60.0 80.0
Spgé‘r?‘f';tnoi‘;?aoﬂr‘égltycg'éome 102.0 165.4 149.0 47.9 26.2 51.4
Total 8,850 17,233 10,704 5,923 2,720 7,100
Consultations 1,490 3,567 957 1,500 400 2,820
Gifts 3,519 10,000 4,964 1,000 400 720
Laboratory tests 858 1,167 850 625 100 1,640
Medicine 1,627 1,233 2,132 1,148 1,500 960
Food and transport 1,355 1,267 1,800 1,650 320 960
Total 100.0 100.0 100.0 100.0 100.0 100.0
Share for consultations 16.8 20.7 8.9 25.3 14.7 39.7
Share for gifts 39.8 58.0 46.4 16.9 14.7 10.1
Share for laboratory tests 9.7 6.8 7.9 10.6 3.7 23.1
Share for medicines 184 7.2 19.9 194 55.1 135
Share for food and transport 15.3 7.4 16.8 27.9 11.8 135

* 1US$=135 lek in December 2002 (Source: Bank of Albania)

As expected, the percentage of poor clients that paid is substantially higher than the percentage

among better-off clients. The poorest quintile also pays more relative to per capita household

expenditure. For example, among individualsin the poorest quintile, it is estimated that an average
165.4 percent of total per capita expenditures was spent on hospitalizations vs. 51.4 percent among
individuals in the top household wealth group. Notice the sample sizes listed in the heading of the

table. These wealth breakdowns should be considered cautiously, as the sample of hospitalized
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individualsin each of the household wealth groups is extremely small, ranging from only three
individualsin the poorest quintile to 14 individuals in the next poorest quintile.
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6. Multivariate Results

As noted previously, maximum-likelihood probit and ordinary least squares regression
estimations were performed to test the effects of health insurance status, socioeconomic status (SES),
and urban/rural residence on the prevalence and magnitude of several different types of health care
expenditures: (1) consultation costs at PHCs for outpatient acute care, (2) consultation costs at
hospitals and polyclinics for outpatient acute care, (3) consultation and gift payments for outpatient
acute care at any type of government health facility, and (4) expenditures on medicine for outpatient
acute and chronic care at any type of government health facility. Each expenditure outcome will be
addressed in turn.

Consultation Costs at PHCs for Outpatient Acute Care

Table 10 presents results for total consultation costs for acute care for individuals who used
PHCs. Only afew factors are associated with either the likelihood of incurring expenditures or the
magnitude of those expenditures, though it should be noted that the sample of users of PHCsis small
—only 45 children under the age of 18 and 47 adults over the age of 18. Thisis particularly
problematic for the under-18 sample, where only 12 percent of the variation in expendituresis
explained by the statistical model, approximately half that of the model for the over-18 sample. Even
S0, the results indicate that insurance has a statistically significant effect on the likelihood of incurring
consultation costs, but in the opposite direction as that hypothesized. Simulations using the predicted
probabilities from the probit estimation results indicate that having health insurance increases the
likelihood that individuals 18 years and over will incur medical expenditures by 9 percentage points,
from 26 percent of the uninsured to 35 percent of the insured. Similarly, the OL S results indicate that
the magnitude of the effect is an additional 80 Lek relative to those who do not have health insurance,
although thisresult is not statistically significant. In contrast, having health insurance has the
hypothesized effect of decreasing the likelihood of medical expenditures for children under the age of
18, but thisresult is statistically significant at only the 20-percent level.

Socioeconomic status affects consultation costs in the hypothesized directions, at least for adults.
Holding everything else constant, being in the poorest two socioeconomic quintiles reduces the
likelihood of incurring consultation costs by 19 percentage points, from 37 percent of those in the
upper three quintiles to only 18 percent of usersin the lowest two quintiles, while being in the lowest
socioeconomic quintile reduces consultation costs by 129 Lek. These effects are not apparent for the
under-18 sample.

The null hypothesis that rural residents pay the same amount as urban residents at PHCs is not
rejected in the OLS models for either age group. In neither OL S estimation are the coefficients on
urban residence statistically different from 0. In the probit estimations for the adult sample, however,
it was found that urban residents were 3 percentage points less likely to incur consultation costs than
rural residents — 31 percent versus 34 percent. Interestingly, it was also found that better educated
individuals, particularly those with secondary or higher education, spent less on consultation costs
than those with less schooling.
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Table 10: Total Consultation Costs for Acutely Ill Individuals Who Used PHCs
And Were Not Hospitalized

OLS Probit
Explanatory variables Oto 17 years 18+years | Oto 17 years | 18+years
old® old old old
Have health insurance -31.5563 80.1233 -0.8335 1.4168**
(-1.190) (1.210) (-1.450) (2.020)
Male -7.7492 64.4735 -0.1138 1.3737%*
(-0.340) (1.120) (-0.230) (2.740)
Age
Under 5 years of age 16.9261 0.0785
(0.720) (0.140)
60 years of age and older -81.5639 -1.3627**
(-1.530) (-2.260)
Wealth status of household
Poorest SES quintile 29.2797 -128.5287 0.8323
(0.790) (-1.650) (1.170)
Poorest two SES quintiles -2.1262*+*
(-2.650)
Female household head 26.8843 149.6308 1.2305 1.2328
(0.640) (1.290) (1.550) (1.590)
Live in an urban area 21.6121 -13.4582 1.0609 -1.7023**
(0.710) (-0.190) (1.320) (-2.340)
Educational attainment (reference category is no education)
Elementary school -29.5259 -123.7104 0.0080 -0.9480
(-0.580) (-1.200) (0.010) (-1.280)
Secondary school or higher education -45.5233 -209.6551* -0.5457 -3.2064***
(-1.010) (-1.810) (-0.780) (-3.940)
Constant 62.2973 177.6398* -1.0646 1.6769*
(1.250) (1.890) (-1.280) (1.900)
Number of observations 45 47 45 47
R? 0.1268 0.2521 0.1231 0.3714
Log likelihood NA NA -19.7468 -18.5018

# Education of individuals younger than 18 years old is represented by completed household head's education
*** n<0.01; ** p<0.05; * p<0.10; t-statistics and z-statistics shown in parentheses
NA: Not Applicable
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6.2

Consultation Costs for Acute Care at Hospitals and Polyclinics

The main hypothesisto be tested regarding consultation costs at hospitals and polyclinics
referred to whether individuals from rural areas were more likely to pay for consultations and to pay
more than urban residents. The estimation resultsin Table 11 tend to support the hypothesis that rural
residents are more likely to pay for consultation costs though the magnitude of the differences
between urban and rural residents are not large nor statistically significant. Socioeconomic status was

not found to be associated with acute care costs after controlling for other factorsin the statistical

model.

Table 11: Multivariate Results of the Determinants of Total Consultation Costs for Acutely Ill

Individuals Who Used Hospitals or Polyclinics and Were Not Hospitalized

oLS Probit
Explanatory variables 0to 17 years 18+ years
0to 17 years old® | 18+ years old old old
Have health insurance 100.8220 105.2013 -0.3617 0.3879
(0.470) (1.060) (-0.700) (0.930)
Male -55.0467 92.1434 -0.1397 0.5478*
(-0.410) (1.380) (-0.330) (1.730)
Age
Under 5 years of age -91.9318 -0.4157
(-0.460) (-0.830)
60 years of age and older -189.4298 -1.4028***
(-1.650) (-2.610)
Wealth status of household
Poorest SES quintile -106.9537 143.3581 0.4774 0.5712
(-0.760) (0.930) (0.910) (1.220)
Poorest two SES quintiles 0.0905 -107.9927 -0.5076 -0.6395
(0.000) (-1.200) (-0.610) (-1.280)
Live in an urban area -30.4749 -28.5690 -1.4500** -0.7381*
(-0.210) (-0.180) (-2.180) (-1.820)
Went to a hospital 32.3309 115.1339 -0.2575 0.2095
(0.180) (1.650) (-0.550) (0.670)
Educational attainment (reference category is no education)
Elementary school 142.9333 -106.6139 -0.5361 -1.5529%**
(0.700) (-1.170) (-0.960) (-3.070)
Secondary school or higher
education 284.1703 -68.1454 0.9484* -1.0363*
(1.010) (-0.550) (1.660) (-1.810)
Constant 144.0221 226.9483** 1.0801 1.2848%**
(0.650) (2.380) (1.530) (2.670)
Number of observations 48 90 48 90
R? 0.0522 0.0906 0.2411 0.1717
Log likelihood NA NA -24.4527 -51.2107

# Education of individuals younger than 18 years old is represented by completed household head's education.

*** n<0.01; ** p<0.05; * p<0.10; t-statistics and z-statistics shown in parentheses

NA: Not Applicable
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6.3 Costs of Consultations and Gifts for Outpatient Acute Care

Consistent with the results presented above, socioeconomic status did not have measurable
effects on consultation costs for outpatient acute care for the sample of individuals who used formal
health care (Table 12). Socioeconomic status does not affect the likelihood of paying nor the
magnitude of payments for gifts for adults, indicating that poor and non-poor are equally likely to
make such payments. This does not hold for the under-18 sample, in which the poor are 3.6
percentage points less likely to make such payments (18.4 percent versus 22.0 percent) and who pay
107 Lek less than non-poor.

Severa other findings are also worth noting. Perhaps unsurprisingly, relative to PHCs, users of
polyclinics pay 208 and 90 Lek more, users of hospitals pay 252 and 201 Lek more, and users of
private clinics pay 374 and 646 Lek more for the under-18 and over-18 samples, respectively.
Similarly, the predicted probabilities of making a gift payment for the under-18 sample are highest at
PHCs (32.1 percent), followed by hospitals (26.1 percent), private clinics (25.3 percent), polyclinics
(17.6 percent), and ambulances (4.8 percent).

6.4 Medicine Costs for Acute and Chronic Care

An important component of medical expenditure is expenditure on drugs, which constitute 50
to 70 percent of total expenditures on acute outpatient care (Table 5). According to the multivariate
regression results, health insurance has a sizable effect on expenditures for medicines, lessening the
overall burden that households face for medical care (Table 13). All other things equal, having health
insurance reduces both the probability of paying for medicines for acute and chronic care and the
amount spent on medicines by 256 Lek for chronic care. Thereis limited evidence that the burden of
drug expenditures may be higher for the poorest; 9.9 percent of chronically ill individualsin the
poorest socioeconomic quintile pay for medicines as compared with 9.4 percent of the non-poor,
though they pay approximately 148 Lek less for the last prescription received. No significant
differences are apparent in drug expenditures for the poor and non-poor for acute care.

As with consultation costs, drug expenditures are higher among clients of private clinics —
approximately 2,369 Lek higher — relative to costs among PHC clients, while hospital drug
expenditures are approximately 819 L ek higher and ambulance drug expenditures are approximately
907 Lek higher. For chronic care, relative to care associated with PHCs, drug expenditures are 384
Lek higher at polyclinics, 565 Lek higher at private clinics, and 677 Lek higher at hospitals. Urban
residents pay higher amounts for drugs for acute care but lesser amounts for drugs for chronic care.
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/. Summary, Limitations, and Implications

for Reform

7.1 Summary

There is growing recognition among health sector decision makers in former communist
countriesin Central and Southeastern Europe of the importance of out-of-pocket paymentsin health
care financing and of the potential role that informal payments can play in thwarting the success of
health system strengthening efforts (Mossial os and McK ee 2000). The purpose of this study has been
to assess the prevalence and magnitude of private health care expenditures for outpatient carein
Albania, and to identify their individual-, household-, and program-level determinants.

Although findings from an associated facility survey indicate that mandated user fees are rarely
charged for outpatient or inpatient curative health care services, the household survey findings
suggest that out-of-pocket payments for care provided in government facilities are in fact widespread,
with marked differences in payment practices between inpatient and outpatient care. For example,
among those requiring hospitalization, over 45.2 percent reported paying fees for doctors’ and nurses
services and 61.3 percent reporting making gift payments, and, among those using outpatient services
for acute health problems, 44.6 percent reported paying consultation fees and 24.7 percent reported
providing gifts. In addition, for inpatients, the magnitude of out-of-pocket payments appearsto be
substantial, as payments for doctors and staff services and gifts averaged 50 percent of average
monthly per capita household expenditures and total payments for hospitalizations averaged about 838
percent of average monthly per capita household expenditures. The survey data does not allow usto
assess the impact of these health care expenditures on household living standards, but proportional
payments of this magnitude may be catastrophic both for poor households, and for many non-poor
households.

On the other hand, for outpatients using PHCs, the type of facility that is the focus of the
government’ s primary health care program, average payments appear to be nominal. Of the estimated
total monthly household expenditure per capita, individuals spent an average of 0.6 percent on
consultations during the month before the survey and 10.4 percent on the total cost of care. We also
found that among the sample of ill individuals not using health care facilities, the percent of
individuals who report that costs — consultation costs and other costs —were a barrier to service use
was very low (5.9 percent), even among those in the poorest wealth quintile (8.7 percent). This
finding is consistent with a 2003 World Bank study that indicates that the responsiveness to marginal
increases in service fees (price elasticity) among both the poor and non-poor is very low (inelastic).

The multivariate analysis offers a number of interesting findings regarding the determinants of
private expenditures. Of particular interest are the findings on the effectiveness of Albania s social
health insurance program, which in addition to improving the availability of primary health care
services by paying the salaries of GPs and family doctors, is designed to provide financial relief to
enrollees through subsidies for PHC consultations and prescribed medicines. The results indicate that,
after controlling for other factors, insurance coverage significantly reduces the likelihood of paying
for medicines to treat acute and chronic health problems, but not of paying for consultations received
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at PHC facilities. Although we cannot definitively explain why insurance coverage does not influence
consultation expenditures at PHC facilities, alikely explanation concerns the role that informal
payments play in the total amounts necessary to receive health care services. In addition, it is possible
that insurance enrollees are unaware of their rights and pay what they believe to be the official fees
(which are not accounted for by health staff).

We tested two hypotheses regarding the influence of the urban-rural status of individuals on out-
of-pocket costs. We hypothesized that rural clients of polyclinics and hospitals pay more for
consultations than urban clients, but that rural clients of PHCs pay less for consultations than their
urban counterparts. Regarding the first hypotheses, results indicate that rural clients of polyclinics and
hospitals were indeed more likely to pay for consultations and to pay more for consultations than their
urban counterparts, but only the former effect was found to be statistically significant. These results
are interesting, particularly given that the sample of rural households was considerably poorer than
the rural sample. While we cannot definitively explain the reasons for these findings, it is possible
that rural individuals may not place as much trust in the care provided by providersin urban facilities,
and, as aresult, pay more than urban clients to make sure they receive good quality care. Regarding
the second hypothesis, the results of the analysis did not provide any evidence that rural PHC clients
pay less for consultations than urban clients, perhaps an indication that the extra compensation
received by rural doctors does not influence charging practices.

The study did not find evidence to support the hypothesis that socioeconomic status significantly
influences consultation costs for outpatient acute care. In addition, among adult patients,
socioeconomic status was not found to affect the likelihood of paying gifts nor the magnitude of
payments for gifts, indicating that poor and non-poor are equally likely to make such payments. This
finding is not surprising, as there are no formal mechanismsin place in government-run health
facilities to protect the poor from out-of-pocket health payments. However, it isinteresting to note
that for the sample of outpatients under 18 years of age, the poor were found to be 3.6 percentage
points less likely to make such payments (18.4 percent versus 22.0 percent) and pay less than the non-
poor.

7.2 Study Limitations

There are anumber of limitations to the study. First, the survey data used in this analysis alow
us to only partially uncover the situation regarding out-of-pocket health care expenditures. Like most
surveys of household health expenditures, the survey data do not contain information that would
allow us to disentangle private expenditures into the amounts spent on mandated payments vs. the
amounts spent informally. Second, the health expenditure component of the survey only includes
item-specific questions on one broad type of health care service — care associated with acute health
problems. For this type of service, questions were asked on the amounts spent for consultations, gifts,
tests, medicines, food and other items. For other types of health care services, questions were asked
either on the amounts spent for certain types of items (i.e., medicines for those seeking treatment for
chronic problems) or for the total amounts spent for all services and items associated with care (i.e.,
for maternity care). Finally, the survey does not include questions on the types and quantity of
medicines prescribed and used. Not having this type of information prevents us from assessing
whether health insurance enrollees received the appropriate level of subsidies for prescribed
medicines.
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7.3

Implications for Reform

Despite these limitations, the results have a number of implications for ongoing health reform
effortsin Albania. First, strategies with the objective of addressing informal payments should first be
focused at the hospital level, as the findings on the differences in charging practices between inpatient
and outpatient care provides support to the premise that informal payments are a much greater
problem for hospital care than for primary care. The finding that informal payments are a more severe
problem for inpatient care than for outpatient is not surprising given the findings from previous
studiesin Albania, which suggest that hospital physicians often use their monopolistic market
position in order to extract payments from patients as a precondition to delivering potentialy life-
saving health care services (Vian et al. 2004) and that GPs and family doctors earn substantially
higher salaries than specialists (Tabaku and Fairbank 2004). Primary health care physicians are less
likely to be in a position to extract large payments, as consumers of primary services have more
choices on which physician to seek treatment from, both within and across health care facilities.

Second, the effectiveness of many health system-strengthening efforts may be impeded unless
the issue of informal payments is adequately addressed. In fact, the social health insurance program
appears to be an example in which the perverse incentives created by informal payments are partially
thwarting the effectiveness of areform, perhaps because physicians have the incentive of collecting
informal payments but not official fees. It islikely that future reform efforts now being considered by
the government, such as expanding the types of services covered by the social insurance program,
single source financing through the Health Insurance I nstitute, the introduction of alternative provider
payment mechanisms, and cost-sharing mechanisms, may not be as effective as planned without
recognizing and addressing the informal payments issue.

Third, the limited correlation between socioeconomic status and out-of-pocket payments
suggests that that there is considerable potential for improving the targeting of the poor and other
vulnerable populations. Again, the introduction of programs that effectively address the problem of
informal payments, along with formal targeting strategies, are likely to be essential for protecting the
poor against excessive private expenditures, and for improving access to primary health care service.

There are a number of available strategies for addressing the problem of informal payments,
including increasing provider accountability by strengthening systems to detect and impose penalties
on providers who charge informal payments, formalizing payments through user fee strategies,
introducing provider incentive systems that include quality assurance and performance assessment,
and improving knowledge and awareness about patient rights and responsibilities, particularly the
benefits of health insurance (Stillman and Hotchkiss 2004). While identifying the strategies that are
likely to be both feasible and effective in improving health system performance in the Albanian
context is beyond the scope of thisanalysis, it should be recognized that many of these strategies may
have unintended and adverse consequences on service provision and utilization. For example,
enforcing penalties for charging informal payments could result in a decrease in the supply of services
if health workers opt to leave their jobsin response, and user fee strategies could actually increase the
total amount of out-of-pocket payments if they do not replace informal payments. Further research is
needed both to better quantify the problem of informal payments, and to monitor and eval uate the
effectiveness of aternative strategies on program accountability and service efficiency, accessibility,
quality, and utilization.
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