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ABSTRACT

The transition to democracy in 1989 forced the Bulgarian health system to change.
Falling government revenues and popular demand for a more transparent regime brought
pressure for a new system of financing.

The process of reform was slow and inconsistent. In part this reflected a lack of political
will but there was also an absence of relevant information on the consequences of
different options. This thesis seeks to fill this gap by means of an integrated series of
studies to analyse the previous system and evaluate the options for change. The research
uses literature review, documentary analysis, quantitative research (a population based
survey) and qualitative research (interviews and focus groups).

The research documents the scale of inequalities in health and health seeking behaviour.
Self reported health varies considerably. Utilisation is more evenly distributed, although
the poor access less care after allowance for their poorer health. They are also more
likely to be cared for in lower tiers in the system.

Informal transactions play an important role in the Bulgarian health care system. This has
two components. One 1s a traditional ‘culture of gifts which typically imposes no more
than minor inconvenience and is not a prerequisite to receive care. A second has
appeared more recently. It compensates for genuine shortages and reductions in salaries
and does have an impact on access.

The existing financing system is regressive and hospital stays can incur considerable
expenditure. This is generally found from current income and there was little evidence of
ill health leading to impoverishment. This was, however, largely because of the
persistence of strong informal support mechanisms.

The introduction of social insurance is seen as a solution to the problems of the existing
system and receives widespread support, but it is poorly understood. The misconceptions
threaten its sustainability.

This thesis demonstrates how different methods can be integrated to evaluate a health

care financing system and provides important new insights into payment for health care

in countries in transition.
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CHAPTER 1. INTRODUCTION

Background

The democratic transition of 1989 dramatically influenced all aspects of the economy and
politics in Bulgaria, creating the expectation of reconstruction of the social sector, health
care in particular. Soon after the initial enthusiasm, it became clear that health care

reform was, in reality, low on the political agenda.

During 1990-1994, priority was given to political and macro-economic reforms which
aimed to dismantle the command-and-control economy, rather than to initiatives in the
social sphere. Health care reform was perceived as secondary to general economic
recovery. The dominant view of successive governments was that general economic
measures such as privatisation, stimulation of small businesses, competition and
establishment of market mechanisms would improve incomes and thus the people’s
ability to pay more for health care, whether out-of-pocket or through heavier taxation.
This was not unique. There was a similar focus on macroeconomic transition, with a
lower priority given to reform of the ‘non-productive’ health sector in other Central and
Eastern European countries. Furthermore, even in Western Europe, development of
national and European Union (EU) health care policies has been considered secondary to
macroeconomic policies aimed at regulating industry, trade and agriculture' ? and at EU-
level health was considered a “non-issue” and “only a component of any economic
policy’™.

The main reform developments of the early 1990s were re-establishment of the Bulgarian
Medical Association and the Bulgarian’s Physicians Union (1990), legalisation of out-
patient private medical practice (1991) and new Constitution which guaranteed the right
of Bulgarian citizens to free health care in the state facilities (1991), as well as some

liberalisation of pharmaceutical trade.

While radical economic measures were viewed as unavoidable, health care was supposed
to undergo a process of gradual incremental adjustment through a “step-by-step
strategy”’, similar to the slower and more evolutionary pace of health care reforms in
Poland? 5. However, the “shock therapy” applied to the general economy failed to deliver

expected economic recovery and visible improvement in living standards. Macro-
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economic restructuring was long delayed for political reasons. A series of ill-advised and
unpopular policies further exacerbated the crisis. The polarisation of wealth increased
the vulnerability of poorer groups as there were no means of protection built into the
system. Such divisions in society did not allow the emergence of consensus on the aims

and pace of the health care reform.

The failure of the macroeconomic reform had direct consequences for the context within
which health care reform was to take place. Falling incomes and social Insecurity
contributed to the worsening health status of the population. The implications for the
health care system were a larger share of out-of-pocket expenditure and higher payments

for pharmaceuticals and for what had been state-subsidised services.

As a consequence, in the early 1990s, there was no coherent impetus for reform of the
Bulgarian health sector. The prerequisites for reform, such as a legal and institutional
framework, had not been developed. The policy debate regarding health care reform was
dominated by the professional unions, and in particular the physicians, who pressed for
introduction of a compulsory social insurance system, viewing it as an instrument for a
rapid increase in their income. Compulsory health insurance was also attractive to many
policy makers and members of the public who viewed it as an opportunity to bring extra-
budgetary resources to the system and improve the deteriorating quality of care. Other

options for health care financing in Bulgaria were barely considered.

A further factor delaying health care reforms was that, unlike other sectors that were
obviously collapsing, such as manufacturing industry, the health care sector gave the
impression of coping with the consequences of transition. In fact this was due to a range
of often cosmetic changes and adaptive mechanisms, including increasing direct user
payments and hidden subsidies. Such an approach, coupled with a failure to invest in

maintenance, training and new technology, was ultimately unsustainable.

Other than offering political slogans, governments and political leaders were unwilling to
address the sensitive issues of health care reform. It was recognised that fundamental
reform would incur high political risks in the short-term. Thus health care reforms in
Bulgaria have been slow and inconsistent. Successive governments have avoided

making far-reaching decisions, instead opting for specific, small scale, more manageable

or politically acceptable problems.

13



An important obstacle to a coherent reform framework was a lack of debate about
alternative models for organisation and financing of the health system. Government
officials often acted on the advice of international consultants who sought to apply
models from elsewhere, either with little relevance to the Bulgarian context, or using
statistical data irrelevant to health care. No primary surveys addressing issues such as
affordability were commissioned. There was no specialised information on health
expenditures, ability of households to cope and options for restructuring the financial
basis of the system, which would have facilitated the decision-making process in health

care reform.

In December 1994, partly as a result of the failure of previous governments to achieve
social improvements, the Socialist party (reformed Communists) won the general
election. Their platform offered an agenda for comprehensive social sector reform, with
an accent on health care sector reform. The socialist government’s main achievement
was to enact a “National Health Strategy” in co-operation with the World Health
Organisation (WHOQO) (1995), setting broad policy guidelines for health reform and
formulating explicitly goals and principles of health policy and directions of health
reform (Box 1.1). Other developments included several decrees to regulate the
pharmaceutical market and a series of primary care initiatives, such as training for
general practitioners (GPs). Health policies remained incremental and targeted particular

i1solated symptoms rather than focusing on the underlying causes.

Reform of health care financing was low on the government’s priority list. Although a
draft law for universal health insurance, which gained support from a number of
stakeholders, was submitted to the Parliament in 1993, the government withdrew it, and
sidetracked the preparation of another draft. The government was involved in several
scandals involving mismanagement in the health sector, leading to confrontation with
medical professionals, which had the effect of derailing their efforts and reduced political

support for reform.

The political and economic situation in Bulgaria changed dramatically in 1996-1997,
with major implications for health sector reform. 1996 marked the beginning of severe
economic decline, culminating in January—February 1997 in what was described as ‘the
worst economic crisis in the country since the demise of the communist regime in 1989°.
The national currency (Lev) suffered catastrophic devaluation by 11% (1996: S1=70
Leva and January 1997: $1=660 Leva). In January-February 1997 alone, the value of the
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Lev decreased five-fold. Monthly inflation of 20% at the end of 1996 rose to 300% in
January. While in 1996 the average monthly wage in Bulgaria was about $70 per month,
by January 1997 it had fallen to $30, and in February to $10-12, thus diminishing
purchasing power and eroding savings. Bread, fuel, and other basic commodities were in
short supply, or available at disproportionately high prices compared to unadjusted
wages and pensions. The banking system was close to bankrupt due to insolvent
borrowing. The dramatic decline in living standards caused mass protests which
ultimately led to the downfall of the Socialist-led government and early elections, won

by the right wing Union of Democratic Forces.

Box 1.1. Key features of the National Health Strategy, 1995

Goal: To put an end to the adverse trends that currently characterise the nation’s health and
to ensure its sustainable improvement in agreement with the WHO Health For All by
the Year 2000 strategy.

Main achievements:

e Assessment of demographic factors, morbidity and physical development indicators. The
main problems: ageing, low birth rates, recent increases in total and infant mortality,
negative natural growth, high abortion rates. Circulatory conditions, neoplasm, and
traumas are main causes of death, with resurgence of tuberculosis, mental disorders
and STD.

e Identifying the main broad groups of risk health factors: life-style related risks (smoking,
alcohol abuse, physical inactivity, unbalanced nutrition, psycho-social distress, drug
addiction); environmental risks (air, water and soil pollution, risks in work
environment, and socio-economic factors such as income loss, unemployment,
changing consumption patterns; health care system deficiencies.

o Assessment of the advantages and disadvantages of the current health care system and its
ability to respond to the pressing health needs.

e QOutline of reform priorities: containing cardiovascular diseases, increasing the
effectiveness of cancer prevention and treatment and focus on protecting the health of
children, women in fertile age and other vulnerable groups such as the elderly, the
disabled, and the socially disadvantaged.

Recommendations:

e Health policy should promote lifestyle changes, environmental factors, and reform of
health care, to achieve better health outcomes.

¢ Design of programmes addressing the risk factors and main causes of morbidity, mortality
and disability, specific to Bulgaria.

¢ Intersectoral and international collaboration and joint health and social initiatives.

e Involvement of all stakeholders: professional associations, trade unions, research
institutions, health care staff, NGOs, international organisations, mass media and
public.

e Following a ‘national consensus’, to introduce full-coverage national health insurance
system, according to ‘the principles of equality and solidarity’.

o Implementation management system to monitor, evaluate and control reform.

15



This crisis had a devastating effect on the health care system, and the earlier appearance
of coping collapsed. The government budget was insufficient to provide even basic
supplies of antibiotics and other essential drugs and materials in state hospitals. Many
scheduled operations were cancelled. Those who had opted for out-patient private
services were increasingly unable to pay, many returned to the public system, increasing
the pressure for additional public funds. Although the crisis was a result of structural
economic failure and had been forecast by experts, almost no safety nets for the
population were provided. Belatedly, the importance of social sector reform to protect

against similar crises of transition became widely recognised.

For these reasons, following the April 1997 elections, health care reform has risen on the
political agenda, with high motivation for reform. In the light of economic events it
became clear that the current financing of the health sector was unsustainable, invoking a
new understanding of reform priorities. Health financing reform was one of the salient
recommendations in the election manifesto of the Union of Democratic Forces and
enacting of a legal framework was viewed as the first step in this direction. The 1998
Law on Health Insurance was among the first passed by the democratic government, only
a month after they took office. Implementation of the Law was scheduled for 1999-2000.
Nevertheless, many of the original obstacles remain. In particular, there has been little
discussion of different options for design of a health financing system, and policy-makers

have little empirical information on which to base their decisions.

In effect, at the beginning of the 21* century, the Bulgarian health care system is still
largely based on the “Semashko” model, although some of its features have been
modified under pressure from the transition to democracy and open markets. There is no
evidence of a consensus-based reform strategy or coherent health policies. Some of the
legal framework is already in place, but there is a need for institutional capacity building
and training of experts. Most health reform developments in 1989-98, although
significant, remained partial and isolated and did not change radically the structure of the
health care system. For example, private practice in the out-patient setting is perfectly
compatible with the state-controlled system; in fact, forms of private practice legally co-
existed with the state sector until mid-1970s. The next logical step, which involved more
preparation and higher risk, was to establish a health insurance system, which would

allow for liberalisation of in-patient facilities, which was not attempted until 1998.
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Furthermore, it was not until late 1997 that universal health financing was considered

crucial to further reform and began to be actively discussed in the mass media.

This thesis focuses on financing the health system and examines the applicability of
several types of health financing methods. Experience from a range of countries in
Western and Eastern European will be examined in the light of Bulgaria’s specific
economic, cultural and historical circumstances. It is impossible to impose unmodified
health financing solutions from elsewhere. Nevertheless, Bulgaria is not unique as some
policy makers think and the knowledge of other countries’ financing arrangements could
be beneficial. Bulgaria is similar to other Central and Eastern European countries in
terms of its inheritance and obstacles facing the health system reform. The newly
introduced market mechanisms create challenges similar to those in Western Europe.
Similarly, the massive impoverishment of large segments of society means that financing
options used in some of the wealthier countries of Africa and Asia may offer valuable

insights?,
Topic of the thesis: why focus on financing?

This thesis seeks to inform the process of health care reform in Bulgaria. It focuses on

the financing side of the system. This can be justified for several reasons:
I. The centrality of financing in the reform framework

The process of health care reform in Bulgaria so far has largely ignored the issue of
health care financing. The reforms have addressed other areas, which are also important.
Nevertheless, looking at other countries’ experience, it is clear that failure of health care
reform has often been due to unsustainability of financing mechanisms. It has been
clearly demonstrated’ that countries such as Hungary, the Czech Republic, Slovakia,
Slovenia, Croatia and the Former Yugoslav Republic of Macedonia, which have national
health insurance systems implemented after 1989 or existing beforehand, spend more on
health care as share of Gross Domestic Product (GDP) (6-8%) and in real terms, than
countries which finance their health care from general taxation, such as Albania,

Bulgaria, Latvia, Lithuania, Poland and Romania (3-5% of GDP).

 The World Bank classifies Bulgaria as lower middle-income economy with $1,140 GNP per
capita in 1997 (GNP per capita: $786-$3,125). Lower middle-income countries often face issues
similar to those confronting low-income countries; The World Bank, World Development
Report. Knowledge for development, 1998/99, published for the World Bank, Oxford University
Press
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The ‘Bismarck’ model of health system financing has been considered economically
feasible and matching cultural, historical and political traditions and preferences of
different interest groups across Central Europe. In 1992 a health insurance system was
fully implemented in the Czech Republic, but within a short period led to cost-escalation
as a result of incentives for overtreatment, an over-comprehensive package of benefits
and fee-for-service ‘point’ remuneration of the physicians in the private sector®. These
design faults led to an increase in the share of GDP for health, from 5.2% to 9.4% in the

first year, and the system proved to be unsustainable without additional subsidies®.

Similarly, inadequate financial incentives for providers led to a rise in health insurance
costs and fiscal crisis in Hungary and Slovakia. Side effects of the health insurance
system have been structural deficits of the insurance funds, requiring subsidies from the
general health care budget in most of the CEE countries that adopted the compulsory
insurance system. Deficits occurred due to lack of cost-containment mechanisms, failure
to adjust the premiums to the prevailing employment structure, limits to insurance
coverage and higher cost of services for state-covered groups than was provided for by
transfers from the state. However, little of this experience with national insurance

schemes has been discussed in Bulgaria.

The key question to be asked is, therefore, what is feasible financially in the
circumstances of a particular country. Although in the 1990s nine Central and Eastern
European countries implemented, and several others were in the process of preparing to

implement, insurance legislation, this question has not been addressed adequately.

As already noted, in the late 1990s it became clear that there was a need to reorganise the
financial basis of the Bulgarian health care system. As in the West, there is sustained
upward pressure on health care costs from ageing of the population, new medical
technology and rising demands for increasing health expenditure which is not matched
by growth in the resources available from the health budget. The government has been
unable to increase, or even maintain, social spending in the face of demands from other
sectors such as energy and defence. The scope for savings from efficiency improvements
is also limited. The current solution is to shift some of the health care costs to users, this

research will seek to demonstrate whether this 1s affordable for them.

It is also important to consider the financial and policy context within which reform will

take place, i.e. economic stagnation, inflation, unemployment and low purchasing power.
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Reform of financing mechanisms is a radical, but necessary, approach to revitalising the
health sector. It is a decisive issue around which the whole reform process 1s organised

and influences every part of the health system.

There is widespread agreement that whatever system of financing is adopted should seek
to achieve certain objectives. These include: a) to be sustainable and to attract additional
extra-budgetary resources for health; b) to guarantee high-quality care and availability of
pharmaceuticals and treatments; ¢) to contain cost-escalation but to maintain the budget
for health care both as a share of GDP and in real terms; d) to define clearly the rights of
users and professionals; e) to improve the well-being and motivation of the medical
profession and to discourage corruption; f) to induce cost-consciousness; g) to provide
scope for some consumer choice; h) to be transparent; i) to be equitable; j) to be
politically and administratively feasible in the current economic conditions, with no

requirement for large-scale health sector restructuring.

II. The need for a comprehensive analysis of alternative financing methods and an

exploration of their applicability to Bulgaria.

The complexity of health care financing reform has not been well recognised by policy-
makers in Bulgaria. The public discussion in 1996-7 relied on inadequate knowledge of
how mechanisms of financing might work in Bulgaria and which might be compatible
with the value system of the Bulgarian society. It is known that different policies affect
groups differently, hence there is a need to look at distributional effects across society
and to identify losers and winners under each scheme. It is clear that simplistic solutions
will not work and could further damage the system. The reform process has been
seriously handicapped by the lack of information on the nature of different financing

mechanisms and their impact on the households.

No systematic research has been conducted on the finance side of the health system.

There is only one independent review of alternative strategies and options for financing,

funded by NATO™ (Box 1.2).
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Box 1.2. Key issues discussed in the NATO funded report: Comparative Analysis of
Different Insurance Health Care Systems Aimed at the Development of Theoretical and
Practical References for the National Health Policy

Objective: To review systematically options for health financing and experiences in a range
of countries, and to develop theoretical and practical references for the needs of
policy-makers and reform in Bulgaria.

Main achievements:

* Detailed overview of elements of the health financing systems: institutions, type of
contribution, actors, and types of payment to providers etc.

e Definition of public expenditure, structures, and other concepts, as used in Bulgaria in
order to facilitate international comparative research.

» Developing a reference guide to financing systems for policy-makers.

e Practical recommendations for harmonisation of terminology, collection of health data
etc., with those used in Western Europe.

¢ Stresses the importance of societal and psychological factors, such as values, which have
to be considered when reforming a health financing system

A review of the development of the reform process, through official documents and the
limited available research, indicates that only a few topics, such as assessment of
volumes of work, medical ethics, regulation of professional organisations etc., have
received attention. Most of this work, apart from a few experiments on the provider side,
has been completely theoretical and not well validated empirically or with reference to
the international literature. Had a general framework for reform of the health system
financing and delivery existed, this research could have been used productively to clarify
the finer details. However, the available research, although interesting, has been rooted
in an unclear general conception of how health care should be financed. In this form it is

isolated and, in practice, less useful for policy makers.

III. The need for a comprehensive analysis of alternative financing methods from the
user’s perspective.

Over the last ten years, the majority of Bulgarian households have experienced a
dramatic decline in their welfare, caused by increased poverty, unemployment and
income insecurity. Democratic reforms in Bulgaria were marked by a series of
conflicting paradigms for recovery and frequent political mistakes. Surveys show that,
for average households, the predominant attitudes are those of pessimism, indifference
and lack of enthusiasm for further liberalisation of the economy'. The lack of feedback

from the population or public participation in the reform process by means of
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representative organisations and other civil society channels was an important obstacle to
achieving consensus in society at large. Furthermore, the users’ willingness to pay for a
particular scheme is decisive for compliance and ultimately for the success of the a
scheme. Too often, in the past, policies have not taken into account the preferences and

interests of different groups.

The government approach to research, as implied by funding decisions, has been directed
entirely towards the supply side of the health care system, even though many studies
have demonstrated the importance of understanding the demand side™: current
expenditure, ability and willingness of households to pay for health care or to exercise a
choice. There are no household surveys with data on health status, utilisation or
spending. Explanations could be sought in the persistence of totalitarian attitudes of the
administration towards citizens; its inability to enter a discussion; and undeveloped
political dialogue in which the users could be empowered to participate. One element of

this thesis will seek to fill this gap.

The ability of the population to pay for an acceptable quality of health services, measured
in terms of disposable income, is an important aspect of the finance reform of the health
system. Yet such knowledge is just one input into the policy debate. Societal values and
actual willingness of users to pay under different financing schemes is an essential, but
poorly recognised precondition for compliance with health system re-organisation. It is the

intention of this work to give an indication of both ability and willingness to pay.

IV. To draw attention to the discussion of alternative financing options in parallel with

public debate regarding health financing reform and implementation of health insurance.

It is important, through further research conducted by both the Ministry of Health and
independent sources, to inform those involved in the decision-making process. A new
proposal for health insurance was voted on in June 1998 by the Parliament. The
implementation of health insurance system is scheduled for implementation in 2000-
2001. This research seeks to inform these policy developments and aims to provide new

perspectives on options for financing any new system.
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Scope of the research

The research that constitutes this thesis will be confined to the financing of health care
reform in Bulgaria. For the reasons noted above, it will be essential to get right this
element of any new system right. The importance of supply side factors is, of course,
fully recognised, as is the need to ensure that they are consistent with whatever financing
system is chosen. To some extent these issues will be addressed, but the necessary
primary research on how best to provide services cannot be undertaken within the

resources available for this project.

In brief, the research has two objectives. The first is to provide an empirical basis on
which to base decisions about which systems are equitable and sustainable, exploring
their effects on different groups. The second is to assess the attitudes of different
elements of society to the various options available. In combination, the achievement of
these objectives will provide a sound basis for decision-makers. Based on these data, a
critical analysis of possible methods for health care system financing in Bulgaria will be

undertaken. Inevitably this covers an extremely broad area.

The thesis aims to apply some theoretical ideas and applications of financial solutions
from developed and developing countries to the particular political, economic and social
circumstances of Bulgaria and its health sector. The limitations and advantages of each
finance method will be discussed in terms of patterns of household income and health

expenditure, societal values, culture and attitudes towards payment for health care etc.

Rather than recommending a single financing strategy, this research will seek to present a
detailed analysis of several models according to their suitability and actual potential for
implementation. The concluding discussion will examine possible ways to present
information to inform the public and policy makers and enable them to analyse the
ability and willingness of users to pay. More importantly, the validity of the underlying
ideas will be tested empirically.

This thesis will argue that there is scope for a substantial revitalisation of financing of the
health service and thus ultimately, the health status of the population in Bulgaria through
the establishment of a different financial framework. Such a framework will seek to
achieve a more efficient allocation of resources spent on health care by government and

by households, control of excessive informal payments and establishment of effective

incentives for staff.
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Beyond the scope of this work are several important dimensions that are clearly related to
the financing of health care: how to provide care more efficiently; how to raise revenue,
distribute resources and reduce wastage within the existing budget; and how to improve
resource management at national and health establishment level. Attention will be
focused on the choice of health financing mechanism rather than on the process of
implementation and adaptation of the existing bureaucratic structure. Similarly, an in-
depth policy analysis of alternative financing options could be a focus for further
research. Lifestyle and environmental risk factors, rooted in the economic and political
conditions, are considered to have a decisive impact on the health of the CEE
populations®, and require separate analysis. It is recognised, however, that to achieve
best results, all these aspects of health care financing reorganisation should be addressed

simultaneously in an integrated reform effort.
Potential contribution

The potential contribution of this research lies in:

1. developing an interdisciplinary approach towards selection of a suitable health
financing model for the circumstances of a country in transition, in this case Bulgaria,
incorporating a range of factors critical to the success of a given financing option:
willingness and ability to pay for health care; political and administrative and
economic circumstances.

2. providing an insight into the forces behind, and obstacles facing, the restructuring of
health sector financing in the economies of transition, namely Central and Eastern
European countries. It aims to prepare the ground for further analysis and comparisons

between countries in the region.
3. producing an independent empirical analysis of factors related to health care
financing

4. attempting to inform decision-makers about alternative options for financing a health
system and their applicability in Bulgaria, and empirically testing premises that have

formerly been taken as givens.
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CHAPTER 2. MODELS FOR HEALTH CARE FINANCING:
LITERATURE REVIEW

Introduction

This chapter will analyse critically several approaches to health care financing by means
of a review of the relevant literature. It will seek to describe key features of each health
financing model, including common variants, and review the evidence on whether the
model actually achieves its purported objectives. The next step will be, on the basis of

findings from this study, to project how models might work in Bulgaria (chapter 12).

In the light of the large volume of materials, some criteria have been used to limit the
subject area. First, the analysis will concentrate on health care financing, with occasional
references to provision. Second, only financing methods with direct relevance to the
current situation in Bulgaria will be discussed. These are the still dominant “Semashko”
tax-based model, user payment, compulsory health insurance (currently being

implemented), and voluntary insurance.

The reviewed literature was located through searches of databases and libraries, priority
being given to materials directly addressing financing issues for Central and Eastern
Europe and the Former Soviet Union. For user charges, literature on developing
countries has been used due to lack of other relevant information. The materials include

journal papers, monographs and textbooks.

Approaches to classification of financing models

There are various classifications of health care financing models. It is important, at the
outset, to distinguish between financing and provision (Table 2.1). Each financing model
can co-exist with public or private provision™. Abel-Smith also emphasises the need to
clearly distinguish between sources of health finance and ownership of facilities™. These

distinctions have tended to be overlooked in policy debate in Bulgaria.
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Table 2.1 Public/private mix in health care financing and provision

Donaldson C, Gerard K. Economics of Health Care Financing. The Visible Hand. MACMILLAN:

1993
Provision
Finance Public Private
Public
Private

A framework for analysis of health systems, suggested by Saltman'®, is based on three
core elements: financing (revenue raised through tax, insurance premiums or out-of-
pocket), production (service delivery), and allocation mechanism (integrated, contractual

or reimbursement-type transfer of revenue) (Figure 2.1).

Figure 2.1. Basic structure of health systems

Saltman R. A conceptual overview of recent health care reforms. European Journal of Public
Health 1994, 4 (4): 287-293

Structure of the health systems
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Financing systems are often divided into public (taxation and insurance) and private
(voluntary insurance), according to the source of revenue' ™. Public systems are further
classified according to whether contributions are earmarked for health care, and whether
health service entitlement is conditional on contribution (general taxation, earmarked

payroll tax and social insurance)'’. Other important funding sources in developing
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countries and economies in transition are private (household), and external sources

(foreign aid or donations)®.

An analytical framework used by the OECD'™ ' sought to construct a comprehensive
picture of health care systems incorporating both financing mechanisms and elements of
provision. The financing models were grouped in separate, but not mutually exclusive
generic types according to sources of finance (public and voluntary) and methods of
paying providers (out-of pocket payment without insurance; out of pocket payment,
reimbursed by insurance; payment by third parties via contracts; or by third parties via
budgets and salaries within an integrated organisation) (Figure 2.2). The combinations of
these two sources of financing and four methods of paying providers give eight sub-
systems, with compulsory out-of-pocket payment type being rare. This framework also
takes into account five groups of actors (consumers; first- and second-level providers,

third-party payers, and the government) and their interaction with the health system.

Figure 2.2. Financial flows in the health care system (only possible ones)

Based on OECD. The Reform of Health Care. A Comparative Analysis of Seven OECD
Countries. Paris: OECD, 1992
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In a recent analysis of health reforms, Saltman and Figueras divide the European health
systems into compulsory (Beveridge-type taxation systems and Bismarck-type social

insurance systems); voluntary (voluntary insurance and out-of pocket payment); and

26



systems in transition between the two models’. Typically, health care financing systems
across Europe are based on tax or social or compulsory health insurance, in many cases
accompanied by co-payments or voluntary insurance, but with different proportions of

public and private financing sources? 7 2.

This framework for classification of financing models has been adapted for use in this
work (Figure 2.3) due to its relevance to health financing in Bulgaria. Financing and
provision of health care are clearly separated, with a focus on sources of financing and
mechanisms for raising funds. The main distinction will be between compulsory (social
insurance and taxation) and voluntary (private insurance, formal and informal cost-

sharing) sources of funding.

Figure 2.3. Framework for classification of financing models used in the thesis

Based on Saltman R, Figueras J. European Health Care Reform. Analysis of Current Strategies.
WHO Regional Publications, Copenhagen: World Health Organisation, Regional Office for
Europe, European Series, No.72, 1997

Sources of funding

1l Voluntary models ‘

Voluntary
insurance

Compulsory models

Taxation
(Beveridge model)

Social insurance Out-of-pocket
(Bismarck model) payments
A 4
Formal:cost- Informal

recovery

These classifications treat health financing models as “ideal types”, having a set of
characteristics. In reality, most health care financing systems are mixed, with different

elements co-existing. Thus, capital and recurrent expenditure may be financed

differently.
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The rest of this chapter will examine in turn voluntary insurance, out-of pocket
payments, social insurance and taxation. This will be done for clarity, although since
mid-2000 the Bulgarian health care system has been financed through a mixture of social
insurance, out-of-pocket payments and tax. The strengths and weaknesses of each model,
its objectives, and the lessons from elsewhere, especially from Central and Eastern
Europe, will be considered. Provider payment methods will be referred to where
relevant. Other aspects of financing, such as public/private control and ownership;
decentralised/centralised management or regulation; monopoly/competition in
commissioning, collecting and spending for health care, though important, are beyond

the scope of this review.

Voluntary insurance

Characteristics

It is recognised that demand for health care is highly uncertain as illness is an event with
low probability but high cost?’. The burden of expenditure on the household budget can
be catastrophic, and often occurs when income is the lowest" ™. The proportion of those
who can cover health care costs entirely out-of-pocket is small. The unpredictability of
illness, outcome of treatment (for consumers, as well as professionals), and health care
costs can be countered through insurance. Against a regularly paid premium, the insurer
covers the cost of health care for a pre-determined range of services. In this sense,

voluntary insurance offers users protection from the risk of impoverishment.

Private health insurance typically counters uncertainty of health care consumption with
premiums adjusted to individual risk. Insurers could be private agencies, friendly
societies, or provider-controlled bodies. Profits could be redistributed as lower
premiums; as dividends; or where the insurance and provision are integrated as with the

non-profit hospitals in the US, profits are reinvested in the facilities®.

Voluntary insurance usually covers specified risks and services, at certain levels of care
and in designated facilities. The premium is determined strictly according to the scope of
services included. Services that can be risk-rated and which are potentially profitable are
the most likely to be covered, excluding services where expenditure is likely to be high,
open-ended, controlled by the patient, or occurring regularly’. A larger choice of

services is associated with higher premiums.
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Voluntary health insurance usually provides top-up supplementary coverage for
particular services not covered by the public system" 7. Importantly, private insurance
may cover people who are ineligible for public insurance®. Even in predominantly
public systems such as the British NHS, it may be the only pathway to certain treatments.
Private insurance often expands where coverage by government or social insurance
schemes is insufficient, as in the US and in many developing countries, with private

insurance ensuring access to adequate health care®.

Voluntary insurance can potentially alleviate the burden on government services's and
focus scarce state resources on those not covered. It is often seen as widening
consumer choice and improving quality and efficiency of care. Private insurance can
facilitate capital investment in the health delivery system®. In many cases, insurance
premiums may be covered partly by employers or social security funds. Premiums may

be tax-deductible, thus encouraging personal investment in health insurance.

The problems with private health insurance are well recognised. Some, such as moral
hazard (of users and providers), are, although controversial, intrinsic to all third party-
funded systems. In voluntary insurance markets there are asymmetries of information
between insurer and insured, and between insurer and physicians as the risks, while often
obvious to a physician, are difficult to quantify by means of formulae?. It has been
argued that patients who do not pay for treatment directly may be less cost-conscious and
might overuse health services. User moral hazard is exacerbated by fee-for-service
provider payment with reimbursement by insurers, which creates incentives for supplier-
induced demand'™ 2° ?°. In this situation both users and providers lack incentives to

constrain medical costs" as illustrated by the experience of the United States.

Theoretically, under voluntary insurance, health services are provided at zero price at the
point of use™. However, the incentives for overutilisation and user moral hazard are
often countered by co-payments, deductibles, co-insurance, or other cost-sharing
instruments, some payable at the point of use. Non-utilisation may be rewarded by
discounts or no-claim bonuses.

Other problems, such as cream-skimming (selection of low risks) and adverse selection
(selection of high risks), are specific to the voluntary insurance industry. Insurers seek to
maximise their profits. Insurers make a profit if the sum of premiums collected is higher
than claims paid out plus operational costs. This could be achieved by reducing risk

through risk-rating, where the premium is adjusted to the expected claims paid out. High-
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risks groups are charged higher premiums"”. Better-off, younger and healthier patients,
might be offered better insurance packages. Older, poorer, or chronically ill people are
less likely to be offered affordable premiums. If the risk is spread evenly, with low and
high risks charged similar premiums, low risk groups will subsidise high risks, giving
incentive for low risks to leave the scheme thus increasing the premiums for those
remaining. Adverse selection is difficult to counter, even when quotas, and requirements
for wider risk-pooling, are in place. To minimise adverse selection, there is a preference
for insuring large groups of people so as to achieve random selection of risks, with

employers often sharing the costs®.

Voluntary insurance is a relatively expensive method for funding health care.
Competition to ‘sell’ services involves higher transaction costs, as in the USA'™. These
costs translate into higher premiums for users. In contrast, compulsory insurance
schemes typically are not required to realise profit. Governments also face the costs of

monitoring the system.

Voluntary insurance affects equity and solidarity adversely. Premiums are regressive,
related to individual risk rather than to income, as in social insurance. Access to
voluntary insurance depends on ability to pay, and the poor are more likely to be ill and
to be classified as “poor risks”. Voluntary insurance could potentially provide coverage
(basic or supplementary) to high-income, low risk, employed people, but risks creating a
two-tier system. Other groups can be left with partial or no cover, as in the USA23.
Utilisation of health services by those less well-off would ultimately be reduced or
deterred due to unaffordability of the premiums. In addition, extensive use of cost-
sharing means that even those who are insured privately often have to pay at the point of
use. Untreated illness among the uninsured can also increase costs in the public sector as
people who have limited or no coverage are likely to use the public sector as a last resort.

Voluntary insurance is thus inefficient at either a macro- or micro-economic levell8.

Another concern is that private insurance companies usually create an “oligopolistic”
market dominated by several large companies™. Despite potential economies of scale,
companies have an incentive not to compete with each other, but to agree on maintaining
high premiums. Individual insurers are in a weak position relative to providers due to
their collective monopoly power'. According to Reinhardt, in the USA the introduction
of a national insurance scheme that would have stronger monopsony power has been

opposed by provider lobbies® who benefit from the existing fragmentation?.
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Some have attempted to reduce the risks associated with private insurance through
regulation. In the Netherlands, private insurers use reduced premiums (no-claim bonus),
deductibles, block contracts and insurance for hospital care only, but the effects of such
measures are controversial. Attempts to reduce the effects of adverse selection may
include subsidies for users at high risk, such as vouchers for purchasing insurance.
Although governments have attempted to regulate such systems, it has proved difficult to

protect equity without discouraging insurers from entering the market®.

Experience with voluntary insurance

The relative contribution of voluntary insurance to health care financing varies. It usually
supplements other methods, and covers only minor, routine or elective services. Even in
the USA, where private health insurance has been viewed as the ‘financial cornerstone’
of the health system?®, it still covered only 37% of all individual health expenditure in
1994,

Voluntary insurance is also used in Europe, in combination with statutory tax-based or
insurance systems’. In Western Europe voluntary insurance mainly provides optional
supplementary cover for certain sections of the population already covered by statutory
tax or insurance health financing; or in cases of statutory insurance systems, as an
insurance cover for high-income or other non participating groups’. Compulsory private
insurance models have been rare with the exception of Korea, where 94% of the
population is covered by compulsory private insurance®, and Singapore’s Medical

Savings Accounts.

Private insurance is comparatively less common in the tax-based systems, as in the UK,
Italy and Spain, which aim at comprehensive coverage. In most cases it is sought as a
supplementary luxury cover, in order to obtain quick and convenient access to a
physician of one’s choice. In some statutory insurance systems, exclusions of high
income groups or high co-payments require additional coverage. In a predominantly
compulsory health insurance system, voluntary insurance may cover otherwise non-
reimbursable out-of-pocket health expenditure (Belgium, France, Switzerland). In some
cases, a significant percentage of high-income population can opt out of the statutory

insurance schemes (20% in Germany and 40% the Netherlands), and take private

insurance cover.
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In Central and Eastern Europe, following the demise of the Semashko model, there has
been pressure to adopt private insurance in line with economic liberalisation’. An
increasing private involvement reflects diminishing solidarity and an emphasis on
individual responsibility. Private insurance is available in Slovakia, the Czech Republic,
Russia and Latvia as basic and supplementary cover, and is likely to grow further.
Potential constraints have been immature financial markets, small-sized private

(insurance) sector, low living standards and introduction of universal compulsory

insurance?.

In the developing countries, private insurance plays a relatively insignificant role.
Although in some cases coverage might reach 5% of the population, the high cost of
premiums limits further expansion'™. High burdens of disease, especially HIV/AIDS

often make it economically non-viable, and thus, benefit ceilings are low?.

Summary

In developed and transitional economies, facing shortages of resources, the market can be
seen as a “magic pill” that will improve the health care system®. Often, the hypothetical
advantages of the market have been extolled to justify its use in health care. However,
market based strategies in health care financing - in particular, private insurance do not
necessarily deliver efficient and equitable services, due to market failure. The voluntary
insurance sector aims to achieve profit, rather than better health outcomes for the
population. A greater role for private insurance requires significant government

regulation, especially where insurers are underdeveloped and users largely unprotected®.

Out-of-pocket payments

Out-of-pocket payments are often seen as a specific case of health financing. They are a
tool that can be used within all financing systems, illustrated by co-payment in health
insurance systems, and user charges in tax-based models” ™.  Although largely a
supplementary source of health financing, out-of-pocket payments will be considered as
a separate financing method due to their significant contribution to health expenditure in
Central and Eastern Europe.

Out-of-pocket payments are a direct transaction between patients and providers.
Payments are typically fee-for-service. Private out-of-pocket spending as a proportion of

total health expenditure is highest in poorer countries with a large informal sector. In
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most cases direct payment is out-of-pocket, with limited financial support from
employment-related insurance, state budget, or another third party®® ®. Under this model,
multiple providers compete for patients on the basis of quality, choice, but usually not

price, according to market rules.

Out-of-pocket payments for health care may be formal or informal. Cost-sharing has
been at the centre of an international debate. Out-of-pocket payments are a major source
of health financing in many developing countries. Most user payments in industrialised
countries are covered by insurance. In Central and Eastern Europe, in the 1990s, there
has been substantial reliance on out-of-pocket payments to sustain the health systems. In
Bulgaria, users pay directly for private treatment, while formal and informal user
payments have pervaded all levels of the state health system. This section will outline the
main types of formal out-of-pocket payments, the debate surrounding them, and
experience gained. Evidence on informal payments is still scarce and is presented in

chapter 7 in relation to the findings of this study.

Formal out-of pocket payments (cost-recovery)

As mentioned earlier, cost-sharing is widely used in industrialised countries as a
supplementary tool for cost-containment. In the 1980s it enjoyed a resurgence as a
means for cost-recovery in less developed countries, following recommendations by

international agencies®.

Introduction of cost-recovery is often triggered by major economic or political turmoil.
The oil shocks of 1973, global recession and structural adjustment programmes affected
dramatically the economies of many developing countries. Structural adjustment policies
sought to deal with macro-economic imbalances and to promote long-term growth,
leading to contraction of public spending®. The loss of export markets, devaluation of
currencies and a greater reliance on imported drugs and technology, undermined health
sector expenditure, with many governments resorting to cuts in recurrent expenditure®'.
In parallel, demand for health care rose due to HIV/AIDS, marketing of new technology,
and changing demography. Bulgaria experienced similar pressures in the 1990s,

especially during the 1994 and 1996 economic collapses.

Many countries had to respond to shortages by accessing extra-budgetary resources.

Increasing tax revenue was difficult given weak tax collection, tax evasion and general
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poverty. It proved easier to shift part of the expenditure burden to the population by
introducing direct payment at the point of use. The World Bank promoted the concept of
cost-recovery as an option to channel untapped resources to underfunded public sectors,
to finance a basic package of health services®. Charges generate revenue, directly or
indirectly, through savings from reduced utilisation. In countries such as China and
Hungary, reliance on out-of-pocket payments in health reflected changing economic and

1deological paradigms in the wider society?2.

In developed countries users mainly pay out-of-pocket for non-prescription drugs, some
celement of prescribed drugs, dental services, spectacles and some private treatment®.
Abel-Smith et al.® note that “all Member States (of EU) have, at certain stages, used
cost-sharing to reduce demand to some extent, but it has not been by any means the most

important mechanism for cost-containment”.

The term cost-sharing suggests a degree of participation by the consumer in the costs of
their treatment. Even if symbolic, cost-sharing informs users about the cost of health
services, and thus, is often used with third-party payment systems to increase cost-
consciousness. Whether state, insurer or user bears the cost of health care has
implications for the individual behaviour and potential moral hazard. It is important to
consider user and provider incentives when health care is provided free of charge or
heavily subsidised at the point of use®, which was the case for primary health care in
most African countries following independence, and for all services in Central and
Eastern Europe. The term cost-sharing, used intermittently with cost-recovery,
designates another aim of out-of-pocket payments, namely to recover a proportion of
treatment cost. User fees shift the financial burden from the general pool of taxpayers to
health care users. Users are less able to avoid payment than taxpayers can avoid paying

tax, so creating the potential to raise more revenue*.

Cost-sharing can take various forms according to the amount paid by the patient: a. fixed
charge; b. co-payment (proportion of service cost), in excess (payment above certain
level) or deductible (payment of the full service cost up to a specified maximum

contribution); c. access fee (flat-rate registration or consultation fee)*".

There are differences in the way cost-sharing instruments work. Basic fees aim to charge
directly for utilisation of health care services, while referral fees seek to distribute
efficiently patient flows across the health system by creating “correct” incentives for the

users, e.g. for use of preventive care and restricting access to specialists. Co-payments
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can be applied at all levels of care, with no upper ceiling. They are more responsive to
changes in service costs and frequent increases are less sensitive politically, but they are
problematic in the event of catastrophic illness®. Co-payments and deductibles are less
transparent than flat-rate fees and administratively costly. The fact that users cannot
foresee the size of payment could deter utilisation in addition to any effect caused by the
fee itself. Fixed fees reduce uncertainty and are easier to understand, but are regressive.
In countries where flows within the health system are less regulated, and informal
payment is widespread, formal fees are unlikely to have a substantial impact on patient

behaviour.

The case for introduction of fees is based on their potential to achieve the following

objectives?® 2323738 3.

¢ Revenue raising
¢ Qreater efficiency
0 discouragement of “unnecessary” demand or “frivolous” use of subsidised services
0 prevention of bypassing first contact facilities
0 fostering consumption of preventive and other cost-effective services (positive
externalities)
O redirection of household expenditure from high-cost private or traditional services
to the public sector
¢ Improved equity and access
¢ extension of coverage through redistribution of revenue
0 investment of revenue to subsidise services for vulnerable groups
0 quality improvement and consumer choice

Russell and Gilson’s review of user fee policies in 26 countries showed that “raising
revenue” and “improving quality” have been the most frequently stated objectives®.
Across countries, these objectives have been prioritised differently and implemented by
central or district authorities often with external (donor) support, with controversial
results. Charges have usually failed to achieve significant cost recovery, but even where
partial cost-recovery has been achieved, maintaining equity has proved problematic.

Discussion is still open as to whether the alleged benefits actually occur and can be
sustained.
Fees and revenue raising

The capacity of user charges to raise revenue has been challenged from different points
of view. User fees play only a supplementary role in health care financing and are an

unreliable instrument for revenue generation. User fees typically recover about 5% of
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recurrent government costs® * * with the exception of Ghana, where this figure is 15%%.
This reflects inability to pay, inefficient collection, or high formal or informal exemption
rates. The high cost of collection is a major problem in the absence of investment in
administrative infrastructure®. The share of co-payments from total health expenditure is
modest in the EU, apart from Portugal and France, and varies by income group. In
France, 20% of the health expenditure on ‘ticket moderateur’ (a cost-sharing tool) is

largely neutralised through private co-insurance (80%).

User fees as a means of cost recovery have proved more successful in community based
schemes in Sub-Saharan Africa®. Smaller projects have registered a much higher cost-
recovery (about 79% in Zaire), compared to approximately 5% in national programmes*
*. Fiedler considers fees practical at local level, citing the example of community health
boards in El Salvador*'. In such schemes the cost of collection is lower and the

consequences more visible, leading to greater popular support*? 4 4.

In some cases introduction of user fees has served as justification for cuts in public
spending, but in most countries this has not actually reduced central government
allocation®#%, According to Nolan and Turbat®, user fees can be seen as a “soft option”
for countering pressures for changing government spending priorities, or as “pragmatic

acceptance of political realities”, as in African countries that spend far more on defence.

Systems must incorporate mechanisms to distribute and use resources gathered. In
Ghana, some revenue returned to the central level is wasted in non-interest bearing
accounts, while the part retained at health facilities is often not spent due to complicated
administrative procedures®. In Kenya, 40% of health facilities did not spend the revenue

they retained because their expenditure plans were not approved by the Ministry of

Health*.

Cost-sharing and health policy objectives

The explicit purpose of cost-sharing is often to raise revenue. In contrast to the private
sector, cost-recovery is not an end in itself, but an instrument of health policy® *, as its
underlying policy objective is to use generated resources to improve access. However,
Ryan and Birch® argue that, even in the United Kingdom, the negative health
consequences of prescription charges are likely to outweigh the benefits of additional

revenue generated. Charges may raise revenue but only at the expense of a reduction in
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utilisation®. Thus, fees should recover costs, but also be affordable*. The Netherlands
has taken the view that the adverse impact of cost-sharing on the poor should be

compensated for by means of social funds external to the health insurance system®,

Charging for health services in systems based on universality and accessibility raises
cthical issues. The public systems are already subsidised through taxation or public
insurance. Greater use of co-payments creates a conflict between access to health care
based on need and on ability to pay. For example, the Canada Health Act has the power
to apply financial penalties against user fees by withholding federal budget contributions

to the provinces*.

Cost-sharing and utilisation

Many studies report significant decreases in health services utilisation following the
introduction of fees or increases in fee levels® 47 % 4 51 52 53 %4 De Bethune et al. give
evidence of a sharp drop in attendance rates in Zaire after each fee increase, followed by
slow “recovery” indicating price-elastic demand for health care’. Fees constituted a
large part of the users’ income. The author’s conclusion is that too big a reliance on cost-
sharing will further decrease utilisation and undermine equity. Waddington and
Enyimayew registered drops in utilisation after an increase in user charges in Ghana%.
Rural utilisation declined by 49%, especially among men over 45, while there was a
massive increase in the 15-44 age group suggesting that households prioritise
breadwinners. Weaver concludes that patient behaviour is influenced by price, as there
were significant delays in seeking out-patient care in Niger due to payment difficulties
among the less well-off*>. Yoder reports that after a nation-wide flat rate increase of user
fees in Swaziland, there was 32% decline in attendance in government facilities and 10%
increase in use of the mission facilities®®. Mwabu et al. estimate that the higher costs of
obtaining care led to a 52% fall in the number of out-patient visits in governmental health
establishments, which rose by 41% after the suspension of fees*. After taking account of
the shift to the private sector, 20-26% of those expected to attend did not seem to have
visited any facility and were “forced out of the system”. Kupor et al.*® present evidence
that co-payments have exercised a small but significant negative effect on the utilisation
of all services by subscribers to Japan’s National Health Insurance System, the effect

being greatest for in-patient care among the lowest-income group®. Some of these
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studies found smaller effects after introduction of fees in urban settings®, or for in-

patient services* where demand is less elastic.

A few studies had contradictory conclusions® 2. It is argued that studies that register a
fall in demand do not often take into account the scope for improvements in quality as a
result of fee revenue, which may actually increase utilisation. When people are asked to
pay without quality improvements, their utilisation will be deterred as they get less value
for money. Diop et al. describe a pilot study of household responses to two models of
payment for health services in three districts of Niger: pure fee-for-services financing;
and a small pre-payment scheme plus lower fees, with a selectively applied package of
quality and administrative improvements (drug supplies etc.) to accompany the changes
in financing policy”. The results showed that under a fee-for-service model, the number
of initial visits declined slightly but the total number of consultations increased
significantly. With an annual tax and lower fees, utilisation increased from 36% to 43%
and the number of initial visits increased by 40%. Although primary health services in
Niger have been free since 1960, quality improvements have stimulated demand and
neutralised the negative effects of user fees, with the total demand increasing by 70%.
The effect of quality improvement combined with payments shifted demand from the
informal to the formal sector and illness-related expenditure declined significantly, in
one district up to 40%. Introduction of cost-recovery did not impose greater financial
charges on users compared to the previously “free” system. Litvack and Bodart showed
that, in Cameroon, the probability of using a health centre increased significantly for
people in areas with fees compared to controls, with non-monetary costs being high in
both cases*”. The authors note that it is essential that introduction of user fees is
accompanied by quality improvements. The charges were “modest”, lower than in the
private sector, and included drugs. Due to the availability of drugs in the local health
centre, the fee effectively reduced the price of care and boosted utilisation. The poorest
sections benefited from fees proportionately more and had a higher rate of seeking care
because they are more responsive to price changes and seek the cheapest option for
treatment. In the case of Cameroon, the poor are more likely to use the local health
centre, for a fee, if they receive adequate treatment and drugs there; and less likely to do
so if the health care is formally free, but they have to pay higher price for drugs, and the
time and travel costs are higher, the latter acting as a prohibitive barrier. Shepard et al.

estimate that if higher fees are to be introduced in Rwanda, it would have only a very
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slight effect on total utilisation (low price elasticity of demand: -0.25) and would rather
influence the choice of provider®. Data showed that approximately 90% of the low- and
higher-income patients were willing to pay more for health care in order to assure
availability of medications. Higher fees combined with higher quality deterred the
utilisation at a health centre by only 3 percentage points. In the Dominican Republic
outpatients were charged hospital fees at 10% of the private rate for similar services,
according to perceived ability to pay of the patient®. The fees considerably improved the

public services and increased productivity and staff morale.

On balance, there is extensive evidence that fees discourage utilisation, especially in
poorer countries and among vulnerable groups. A review of cost-sharing literature found
methodological weaknesses in studies suggesting a low effect of fees on utilisation®.
While some argue that fees improve the quality and accessibility of services,
compensating for regressive effects®, Gilson notes that such studies are confined to
particular circumstances of a country and do not consider the long-term effects on coping
strategies of households, which may undermine the ability to pay*. In Niger, funds
generated from fees were used to finance quality improvements on an “on-going basis”,
but financial sustainability requires that variable costs of “quality” (drugs, training,
administrative improvements) are covered by other means®. Thus, the incurred debt for
every patient has to be covered by public budget. The potential for quality improvements

from fees 1s small because the revenue in very poor areas is insufficient.

There is contradictory and inconclusive evidence about whether reduced utilisation is due
to user charges, to non-monetary country-specific factors, or a combination of both. The
aforementioned studies suggest that the poorest sections of the population are the most
affected and multiple factors deter them from seeking care. A higher elasticity of
demand for health care in rural areas may be a consequence of either a shift in demand to
the private sector due to high user charges or to geographical misallocation of resources.
Waddington and Enyimayew found that the major determinants of utilisation in Ghana
were not only the size of the fees, but quality of care, availability of drugs and
equipment, accessibility, waiting times, staff attitude, and payment mechanisms'. Cost-
awareness seemed to be high among even the poorest members of the public and the
necessity of fees was not questioned as long as quality standards were maintained.
Moreover, free care may be perceived as poor care®. Other data show that the poor may

be less willing to pay for preventive care, perceived as non-essential. Disadvantaged
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groups have to cope with the inequities of access caused by non-financial barriers such as
distance, poor quality, socio-cultural barriers, age, gender®®. In contrast, Akin considers
price and distance to be less important determinants of demand than usually assumed,

and argues for a greater use of fees in full or partial financing of out-patient services®.
Cost-sharing and equity

It has been demonstrated that user charges are more likely to burden the poor and restrict
their access to health services. The main argument against cost-sharing is that it
enhances inequity. The most obvious danger from introduction of fees is a decline in
utilisation that is not uniformly distributed across the population, but affects
disproportionately the low-income groups. With user charges there is a trade-off between
health gain and revenue generation: fees may generate income, but deter patients in need
from cost-effective treatments and create socio-economic inequalities in healthe2.
According to estimates by Yoder, the decline in attendance in Swaziland was higher
(34%) among those who previously paid the least for health care, although it is not clear
whether this is due to unaffordability**. Importantly, there was a fall in preventive
practices, immunisations, diarrhoea and STD treatments during the period of fee
increase, which contradicted the objective of user fees to promote preventive services.
The author concludes that the introduction of fees was neither an equitable nor efficient
solution to the financing problem, with only 2% of the recurrent Ministry of Health
budget recovered, at the expense of increased inequity. Mwabu at al. report that
individuals who could not afford to pay were likely to be those without wage
employment, assets, or strong social or family connections*. The fact that a very small
percentage of the population sought exemptions can also be interpreted as meaning that

people who could not afford services were excluded from the system altogether.

Arguments for user fees based on studies of willingness to pay and actual health
expenditure could be misleading. In a perfect market consumers pay for a service if they
are willing to pay, but in the health sector users often have no choice. Waddington and
Enyimayew observed that utilisation based on “willingness to pay” for indigent groups is
rather a “necessity to pay””. Payment is made at considerable cost to households and
involves borrowing, selling assets, giving large proportion of yearly income, or using

savings. In an equitable system willingness to pay should reflect the ability to pay.
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An economic argument against user fees is that they may be regressive (welfare loss
relative to income is larger for the poor) and not allow all income groups equal access, as
the poor are more price sensitive than the rich. Gertler et al. showed that the demand for
health care in Peru becomes more elastic as income falls, showing that health care is a
normal good and thus price is a significant determinant of demand®. Griffin® objected to
this analysis, arguing that Gertler et al. relied purely on theoretical probabilities in the
absence of user charges, and that given the government-subsidised prices, there is an
excess demand and inadequate level of output. People are unable to use services due to
non-price rationing through queues and poor access, and an increase in health services
quantity will neutralise the negative effect of a price increase. The regressive effect of
fees could be neutralised through uniform fees for consultation and price discrimination
at a later stage of treatment, although the better-off can opt out of the public sector. In
addition, there could be lower fees for people for whom the other costs of care are higher,
e.g. patients in rural areas with difficult access, who are also usually poorer®. However,
applying fee schedules that increase with ability to pay could be administratively

expensive.

Sustainability of user fee systems and the trade-off with equity is a serious problem.
Better off groups may opt for private care, thus reducing the collection base and the
potential for cost-recovery. If only a small percentage of the population pays fees, the
administrative cost of exemptions will be high. One strategy to retain the wealthier in a
public sector with user fees can be to provide perceptible benefits: local treatment,
affordability, adequate quality (availability of drugs, good staff attitude) keeping overall
cost (sum of payment, travel and drug costs) lower than in the private sector, thus

creating “value-for-money” incentives to use public facilities*.

If fixed fee schedules are set at middle-income levels, disproportionately low for the rich
and high for the poor, the heaviest burden will fall on the low-income, non-exempted
groups, those just above the poverty line and on the middle-income groups that could
easily lapse into poverty. In practice, although the poorest sections of the population are
to be exempted, any margin of error in means-testing procedures is likely to affect them
negatively. The costs of collecting fees may exceed revenue, but may improve outcomes

through promoting preventive services benefiting the poor®. Mechanisms that can
promote equity in a fee system include® *:

o appropriate fee schedules and use of revenue; accountability

41



<

effective exemption practice or protection of the poor from the full cost of services
retention of revenue at the point of collection at central (Ministry of Health, not
Treasury) or at district level; mechanisms for redistribution; staff incentives® ™
investing revenue in service improvements benefiting the poor * 125!

fees subsidising essential and preventive services

user fees tied to a price index system or to the cost of drugs; inflation-adjusted
building of management skills, capacity and financial institutions (rural banks)
decrease in waste and inefficiency

access cost reduced for all users’’

L 4

* & & ¢ o o

Such mechanisms are desirable, but rarely used in developing countries. They require
government commitment to an equitable policy and its enforcement, and administrative
and managerial capacity. Such capacities have often been developed on a “trial and
error” basis, after the fees have been introduced. Fiedler suggests that user fees,
especially if implemented and controlled at facility level, should rely on existing
infrastructure and should not attempt to achieve radical legal, administrative or

managerial reforms*'.

Cost-sharing in “free” health care systems

In theory, charges could have some positive effect in a situation of chronically
underfunded “free” health services, where the poor have to resort to the private sector at
a much higher cost for appropriate treatments or drugs. Even in the absence of fees,
access 1s not guaranteed if the non-monetary costs are high. Abel-Smith and Rawal
report that the costs incurred for treatment, including loss of working time, travel costs,
drugs, food etc. were substantial in the formally free health system in Tanzania, with
these factors acting to deter utilisation despite the absence of charges®*. Many patients
reported attending non-government facilities because of better drug supplies, even
though these services were unaffordable for 42%. Respondents were more willing to pay
for improved services and availability of drugs and less so for reduction of waiting times.
Thus, use of “free of charge” governmental services placed a significant financial burden
on the poor. The authors conclude that the population will be better off paying a modest
charge for available drugs and services at the government facilities, given that fees are set
at an optimal level to improve services while preserving equity. In the 1993 World
Development Report, it is also noted that “free” health services can incur direct and

indirect costs two or three times the level of small official fees®.
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Cost-sharing and “frivolous demand”

Another objective of user fees is to discourage unnecessary demand for health care. It is
extremely difficult to measure so-called “frivolous” demand as a proportion of total
demand and few studies have attempted to do so. Kutzin states that charges may limit
unnecessary utilisation in settings where non-fee access costs are low (e.g. urban areas
with easy geographical access)”. In areas with high non-fee costs of access, users
potentially are already deterred from utilisation®. Diop et al. report that the “less
necessary use” of service may have been discouraged in Niger because, in facilities
within one hour’s walk, utilisation declined slightly after introduction of fees®. If drugs
are available at public health facilities, the marginal benefits of using the service are
higher than the marginal costs of the long travel time. It is concluded that geographical
location is a more important determinant of access than cost. The relationship between
need for treatment and use of services is complex and user fees are only one factor
involved®. De Bethune et al. found that a decline in use of services after the introduction

of charges in Zaire has not been confined to “frivolous” demand®’.

Similarly, in the United Kingdom, Ryan and Birch estimated the effects of increases in
patient charges on utilisation by adult non-elderly patients, using data on NHS prescribed
drugs for 1979-85%. Frequent and regular increases were associated with a reduction in
utilisation that is unlikely to be limited to “unwarranted consumption”. Charges acted as
barriers to health care and had insignificant effect on suppliers’ behaviour, measured by
average prescription content. It is concluded that it is not the users’ but the suppliers’
frivolous prescribing that should be countered, through budgetary controls on GPs
prescribing and encouragement of generic substitution. Solutions aimed at suppliers’ or
purchasers’ behaviour, rather than users’, are more common in developed countries as
providers play a major role due to "agency relationship”. In a study of a Canadian drug
benefit programme, it appeared that co-payments could reduce drug utilisation but caused

more illness and higher subsequent costs due to forgone drug therapies®.

Promoting equity: collection procedures, targeting and exemptions

User fees can potentially be designed to promote equity through carefully devised
exemption policies to alleviate the burden on the poor, and through re-distribution of tax

revenue from the better-off to the poor, although this is complex®. Fees should be set at
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an affordable level and not act as a barrier to utilisation according to the principle of
horizontal equity that “payments for health care should be related primarily to the ability
to pay...with distribution according to need”?'. The process of targeting includes both
exemptions and use of fee revenue to subsidise services heavily used by the poor.
Evidence from many countries shows that national exemption policies are often absent or
vaguely formulated. Exemptions are often based on personal discretion® * “ often
ineffective and differ according to attitudes, social climate and culture. In Thailand,
exemptions are based on the “subjective judgement” of the local staff, and the perception
of poverty differs across regions®. In El Salvador, collection was local, facility-specific,

and with discretionary exemptions. Payments were voluntary, but all patients were

expected and pressurised to contribute*".

User fees have been promoted in low and middle-income countries without clear
strategies for protecting equity. There might be reluctance to exempt, in the absence of
formal criteria or income data. Huber observed that staff were often required to grant
exemptions based on intuitive judgements according to socio-economic characteristics
such as sex, age, family size or occupation, even though they had no information on
income, assets, or other indicators of ability to pay and did not know the person®.
Although household size, sex and education are significant predictors of income, these
accounted for only 10% of the actual variation in the annual cash income of the
households. In Kenya, the system of charges collapsed after a large drop in demand
resulting from abuse and insufficient use of exemptions. Exemptions were neither fully
established nor readily applied, and the public was not informed of the criteria for
exemptions. Lewis showed that proxy criteria related to income (education, housing,
appearance, occupation) used in informal means testing, proved to be inaccurate and
failed to protect the poor™.

Gilson et al. review different targeting mechanisms and distinguish between direct
targeting based on income; group geographical, demographic (age/sex) or health
characteristics (medical condition); and self-selection (personal choice of private care /
stigma on claiming exemption)*. Direct targeting has the advantage of preventing
“leakage” to the non-poor, facilitating identification of those able to pay, containing costs
and allowing cross-subsidisation from the better-off to the poor. A study in Niger showed
that means-testing has enhanced both fee collection (permitting collection of fees from

those able to pay) and equity (applying safety net for the poor)””. It can, however,
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exclude some of the eligible low income population. Income data in less developed
countries is often inadequate due to a large informal sector, seasonal or in-kind incomes,
intra-household transfers, and errors in self-reported data. People engaged in subsistence
farming may not know their precise income's. The poor may be unaware of exemptions
or find it difficult to claim benefits. Characteristic targeting is administratively cheaper®
and easier to apply. It better captures the poor because it relies on data that are easier to
obtain than income data. Characteristic targeting is less stigmatising than income-related
targeting, but can also benefit non-poor groups. Administrative problems include lack of
management skills and capacity to monitor and adjust exemptions over time®. In
Thailand, budget funds are allocated according to volume of work and number of poor
treated, but some patients do not attend due to the high cost of claiming or stigma®' and
poor attendance has curtailed budgets in the poorest areas. There is also the question of
whether to charge people first and treat them afterwards, thus accumulating bad debts;

refuse treatment until charges are paid; or require a deposit'®.

It is recognised that the exemptions should be simple, easy to apply, transparent, and
prevent abuse. Exemptions have high administrative costs and are expensive to users so

a trade-off is needed.

Summary

Fees have been promoted in the 1990s as an option in developing countries in an attempt
to improve access to basic health care in accordance with the WHO “Health for All by
the Year 2000 goals. Out-of-pocket payment has been employed as a practical option to
increase revenue and improve efficiency and sustainability of services and to influence
user and provider behaviour®. Russell and Gilson observe that user fees were introduced

largely for pragmatic rather than for political or economic reasons®.

There is an argument that user fees are fundamentally flawed. Reviews of European
health care reforms stress that interventions on the demand-side (e.g. cost sharing or
limiting public financing) have rarely succeeded due to equity problems and their
dependence on provider behaviour; and that incentives aimed at suppliers should be
addressed” 8. In Western Europe, co-payments have often been mitigated through
additional insurance, thus reducing their impact. In contrast, in Sub-Saharan Africa user
fees were among the few financing options perceived as feasible to support primary

health care locally. Insurance schemes are considered expensive and complex, requiring
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particular cultural conditions (solidarity, common language etc.) or suitable mainly
where there is a substantial regular employment sector. Charges are relatively
straightforward to implement compared to other finance options (e.g. rural Insurance)
through training of health staff locally, and applying discretionary exemptions. In some
cases charges are considered a preliminary step to insurance. Nevertheless, successful
revenue collection and distribution as well as effective exemption practices require
investments in research, administration (especially for nation-wide schemes), local

infrastructure, information systems, and monitoring.

The issue of cost-sharing is politically and ethically controversial in traditionally free of
charge health systems, as it is more visible to the public than other cost-containment
mechanisms. The acceptance of fees depends on the particular economic, political and
historical background and values of the country. With user fees, risk-pooling between
population groups or regions is complex. The redistribution of revenues from fees

requires government commitment.

Statutory health insurance: Bismarck model

Characteristics

Compulsory health insurance evolved from traditional schemes for industrial workers
and their dependants in Western Europe, with coverage progressively extended. In
Central and Eastern Europe, it was initially introduced on a large scale®®. If part of social
security system, and financed by a payroll tax, it could be called social health insurance.
The ‘public contract model’ (OECD typology) usually involves contracting and
commissioning of services with negotiation between insurance funds and provider
associations’.

In Bismarckian-type systems, contributions are income-related and earmarked for health
care. Collection of revenue is usually via tax or payroll-related contributions by
employees and employers. Generally, contribution is compulsory, being that entitlement
is conditional on participation'. Contribution is based on agreed principles, such as
solidarity and collective responsibility for health, requiring risk-pooling and
redistribution?. The compulsory nature provides for collectively shared risk and

maintains the premiums at an affordable level™. Premiums of poor and disadvantaged
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groups are typically subsidised. However, solidarity could be undermined by co-

payments, exclusion of the rich, or limited benefit packages’.

Despite being based on egalitarian premises, social insurance systems are often
regressive, because contributions represent a fixed percentage of income up to a certain
ceiling, and high-income groups are allowed to opt-out; thus reducing the cross-
subsidisation’. Doorslaer and Wagstaff report evidence on the regressivity of the social
insurance systems in France, the Netherlands and Spain, where the contributions are
proportional to income up to a ceiling’. Projections for the UK show that under a social

insurance system, redistribution of post-tax income would be regressive, favouring the

better-off”".

With public health insurance, third party insurers could be public (central or local
governments), non-governmental “quasi-public” funding bodies (semi-independent
sickness funds) or providers’ associations. In Central and Eastern Europe, third party
payers are commonly public insurance bodies, with some autonomy from the state. The
funding agency could be monopolistic or multiple sickness funds based on occupation or
geographical area. There could be choice among public insurance agencies, even if they

are non-competing.

A model based on insurance, private or public, is likely to suffer theoretical or actual
weaknesses inherent in the insurance principle itself: moral hazard, supplier-induced
demand and high administrative costs, which were discussed in relation to voluntary
insurance. The actors involved (patients, providers and insurers) have different interests.
The insurers have the highest interest to contain costs and the least ability to achieve this,
as the providers competing for clients may not be willing to reduce costs. Added
problems in social insurance systems are the tendency for cost escalation, a narrow
contribution base, high management and transaction costs, and the political sensitivity of

rationing of care as a cost containment instrument”.

In societies in transition, compulsory health insurance models have sought to:

¢ ensure universal coverage
¢ guarantee access to services according to need

¢ “provide a stable funding base that encourages greater emphasis on individual health

protection”"”

¢ mobilise untapped sources for health financing (self-employed etc.)
¢ promote equity and social cohesion in a situation of increasingly polarised societies,
through redistribution of benefits favouring those who are poor and in ill health"
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National insurance systems are rarely sustainable without government subsidies, as
premiums do not match risk and costs often exceed revenue. Arguably, insurance
contributions often supplement rather then replace general budgetary revenues’.

Insurance fund deficits and exemptions are often covered through budgetary subsidies or

increased contribution rates’".

The compulsory health insurance model appears in several common variants depending
on the presence of competition between intermediaries (funds or public insurance
agencies), and degree of decentralisation in management and regulation of insurance

funds, and the use of reimbursement in public insurance schemes.

Payment methods under the public contract model can vary considerably, but are mainly
prospective (contract) and retrospective. Prospective payments methods to providers
seek to provide incentives for cost control and prevention, but may result in more
referrals, reduced access for sicker patients, and low responsiveness to patients needs.
Public insurance based on reimbursement is seen most clearly in the Belgian and French
health systems'™. Mixed systems containing large prospective components seem to be
more successful in terms of micro and macro efficiency. This is a complex area, beyond

the scope of this literature review.

Experience with statutory insurance

Compulsory health insurance is dominant in countries such as Germany, Ireland and the
Netherlands. There are almost universal rights to health care in six Member States
(about 99% coverage in Belgium, France and Luxembourg; over 90% in Germany)®.
Commonly, coverage is limited to certain type of treatments and health risks, or to
certain income groups. Social insurance is often supplemented by voluntary insurance
schemes, e.g. for those excluded from the sickness funds in the Netherlands®, or by
extensive co-payment such as ‘ticket moderateur’ in France. The health systems of
Belgium, France, Germany and Luxembourg, although having different private / public
mixes in service provision, are financed mainly by social insurance. Proposals for

implementation of compulsory insurance in the UK in 1988 and in Sweden in 1994

did not gain support.
All Central and Eastern European countries have embarked on implementation of

compulsory health insurance™ 7, with controversial results. In the Former Soviet Union,

48



where a universal health system is predominantly funded by central government (from
taxes and surpluses from state enterprises), the policy agenda has been dominated by the

choice between social insurance and funding from general taxation'’.

Cost increases associated with compulsory insurance often have been a consequence of
provider payment methods and lack of incentives for cost containment. In the Czech
Republic the use of a ‘point system’ for paying providers (essentially fee-for-service) in
social insurance combined with uncapped public health insurance led to cost-escalation,
such as 50% rise in the first two years™. Compensation for deficits with no cash limits
tends to escalate total health spending. Options for cost-containment are expenditure
ceilings or capped budgets. Demand-side measures such as cost-sharing, ‘no claim
bonus’ (the Netherlands), rationing of services covered by insurance, incentives for
private spending such as tax concessions, and rights to opt-out of the statutory system
aimed to shift part of the cost to the individual patient. In some cases these have proved
to be politically unsustainable’. Governmental institutions could seek to control the
increase in insurance contributions or charges levied on patients, even where insurers are

independent.

Solidarity and competition

Solidarity and competition are generally considered to be incompatible given that public
as well as private insurers have an interest to compete for “good risks”. At the same
time, cross-subsidisation implies averaging the risk across society based on solidarity.
Solidarity only exists where the quality of care between sickness funds; between different

socio-economic groups; or public and voluntary insurance®® is similar.

The social insurance model could involve monopoly or competition in commissioning of
services, collection of premiums and spending. The system might involve a large
number of funds (Germany), or one or two funds covering the majority of the population
(France and Greece respectively). Monopoly or competition do not always directly
reflect particular values, however, in the solidarity-based social insurance system of
Germany, the commissioning of services is monopolistic, with statutory membership in a
fund according to place of residence, employment or location of fund. Since 1993,
reforms have promoted free choice leading to competition between funds™. The Czech
Republic has also initiated competition within its public insurance programme, allowing

regional quasi-public insurance funds to compete with the national plan®.
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Traditionally, the “Bismarck” model has been based on contracts: between insurer and
employers or individual subscribers; between insurers (regional and national associations
of sickness funds or central bodies) and providers of care as a “bilateral monopoly”;
between insurance funds and between insurers and central agency’. While contracts have
not primarily aimed to achieve price and efficiency targets, reforms have been initiated to
introduce non-price competition in the quantity and quality of services and to enhance
choice. Drawbacks of competitive practices within a compulsory insurance model
include funds failing to be competitive and duplicating services, cream-skimming, and a
need for expensive monitoring. Truly free choice of insurer is only rarely achieved.

While promoting choice, competition often increases costs and reduces solidarity’.

Saltman and von Otter argue that the benefits of insurer competition are purely
theoretical, in practice it is almost impossible for governments to confront risk-selection
among multiple competing insurers (risk-rating formulae proved unsuccessful in the
Netherlands and the UK)?. Saltman maintains that markets mechanisms in health care
finance are rarely successful in achieving efficiency, and are more applicable in service
delivery or allocative mechanisms (““...no country has succeeded in structuring a
competition-based market on the finance side of their system for their entire population
while still maintaining a commitment to universal access to equal services and to cost-
containment ). The existence of a single purchaser of services is associated with better

cost control.

Coverage

In Germany and the Netherlands, membership of funds is mandatory for people below a
certain income level. Permitting opting-out (or excluding) of the wealthiest groups that
are more likely to be healthy is likely to reduce cross-subsidisation from rich to poor
within the system, reduce transparency and raise administrative costs 2 2. In the

Netherlands, the wealthiest take voluntary insurance, while the poor are directly

subsidised.

Insurance in less developed countries. Community insurance

In developing countries, compulsory insurance schemes are considered difficult to

implement compared to cost-sharing. Abel-Smith criticises the view that in developing
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countries compulsory insurance plans for the regularly employed should cover only
catastrophic costs, while low-cost curative care is to be financed through cost-sharing’.
Both these options might be difficult given the small proportion of regular employees,
and insufficient administrative infrastructure required for complex means-testing.
Shepard et al. recommend introduction of user fees in Rwanda for administrative
simplicity and the close link between revenues and services which makes monitoring
cash flows and book keeping easier®. Pre-payment schemes, which might be more
equitable, require greater financial and management expertise and require mechanisms to
address non-compliance. Often there are no reliable income data to inform pre-payment

levels and exemptions.

In the past decade, there has been significant growth in small-scale pre-payment schemes
operated at community level offering an “unconventional” approach to insurance™. Such
schemes, building on existing traditional support mechanisms, emerge mainly in middle
and low-income countries where government health budgets are low, out-of-pocket
payments are widespread, and social insurance not feasible®. Stinson defines community
financing as contributions in cash, in-kind, labour, land, by individual, families or
community groups to sustain local health services”. It requires collective action
undertaken by the community on behalf of a majority of people who share common
interests. Many communities have chosen autonomous strategies to maintain their health
facilities in response to the government’s failure to maintain the public infrastructure.
Community financing is practised in many developing countries with a varied degree of
success. It is reported that community-based financing schemes manage to generate
higher revenue than user fees. For non-governmental providers in Africa, the cost-
recovery rate is between 25 and 50% due to higher prices, more rigorous fee collection
and greater willingness to pay*. Willingness to pay might be higher because of the
reduced insecurity for a longer time period. In a study from Niger, 85% of respondents
regardless of socio-economic status, declared a preference for a prepaid annual fee,

allowing for seasonal income fluctuations, rather than direct user fees®.

Community financing can be organised other than through pre-payment schemes.
Households or individuals may pay at full or preferential rates for health facilities run by
the community; pay for socially organised voluntary community insurance schemes

linked to income and production; or donate cash, gifts, or labour in exchange for

participation in collective benefits.
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Arhin defines community (rural) financing as “social security defined programmes in
which the community, through its representatives, fully or partially controls a pool of
resources”’®. Based on data from studies of existing rural insurance schemes in Burundi,
Guinea Bissau and Ghana, it is argued that rural pre-payment schemes are financially
viable. They raise additional funding; maintain free services at the point of use, share
risk; and create benefits for the community as a whole. Most respondents viewed the
system positively and thought it accessible, with some reservation regarding availability
of drugs and quality of care. Participation was found to be almost universal, and a study
in Ghana found that most households (98%) were willing to pay to cover dependants
because health insurance is perceived as “solidarity to deal with the risk of illness”.
Willingness to pay was, however, conditional on proximity of the facilities and

acceptable quality.

According to Abel-Smith and Dua, potential benefits of community financing in
developing countries are: to attract surplus household resources to the health sector; to
redirect household resources from the private sector to services with greater impact on
health; to increase utilisation; to ensure that health services are acceptable and responsive
to the community’s priorities; and to mobilise contributions from the self-employed™.
They have achieved good results in extending primary care at low cost to rural areas in
China, Thailand and Indonesia. However, a recent review of 82 schemes indicated that

improving efficiency was a secondary objective to raising revenue’®.

One drawback of such schemes is regional inequity, since richer communities are likely
to raise more resources and attract support from other sources. The schemes can also
exacerbate existing inequalities within the communities, especially where contribution is

flat-rate and unaffordable for some groups®® and the poor are insufficiently protected®.

In a review of developing countries’ experiences it was argued that community financing
has been successful mainly for revolving drug funds®, often promoted by development
agencies or governments. In principle, community financing is difficult to sustain
through community efforts because of unstable revenue flows. Mobilising the necessary
external subsidies has proved a challenge. The essential infrastructure usually needs
external financing. Pre-payment schemes are influenced by market prices, and are easily
mismanaged due to lack of technical skills. Political support, investment in training, and

technical and institutional support by government enhances the viability of such
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schemes®. Pre-payment schemes are difficult to implement in rural areas due to wide-

spread poverty and seasonality of income.

Tax-based health financing: Beveridge model

The final model of health care financing is from general taxation. Often financing and
provision are vertically integrated ("integrated" model in the OECD classification), with
the funding bodies owning health facilities and directly employing staff rather than
contracting independent providers. However, the tax-based model can involve

contracting with competing private or public providers.

Central or local authorities collect income-related contributions and manage revenue.
Tax-based financing, like social insurance, aims to secure universal coverage and equity
of access, while achieving redistributional effects. Lower transaction costs translate into
lower overall expenditure on health care compared to social insurance. Demand is

rationed not through price, but by availability of services (non-price rationing)".

Barr points that state provision in the social sector can be justified not simply by equity,
but also on efficiency grounds as “it does things which private markets for technical
reasons either would not do at all, or would do inefficiently®. However, tax-based
public health care systems have often been maintained for ideological rather than

economic considerations, as in Central and Eastern Europe before 1989,

The tax-based model depends on the willingness of governments to devote resources to
health care and is susceptible to pressures from other sectors. Although tax-based
systems have the advantage of covering the whole population, such systems are often
underfunded and of poor quality because of low tax revenue and the low priority of the

health sector in budgetary allocation.

The main forms of the tax-based model are national health systems such as the British
NHS and the Semashko systems in Central and Eastern Europe before 1989.
Superficially, these two systems are similar. Both the former socialist systems and the
West European welfare states purport to provide a comprehensive package of health care.
However, they are underpinned by fundamentally different value systems. In Western
Europe, universal welfare provision is based on social consensus and democratic
representation, while in the former socialist states, collective rights to social provision

were used as a means for social control by totalitarian regimes.
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Experience with tax-based model

Taxation-based health financing has a long tradition in Europe: existing in Denmark,
Spain, Greece, Ireland, Italy, Portugal, UK and France (for public hospitals). It is the
principal health financing source in Denmark, Portugal® and, until recently, in Central

and Eastern Europe. Government financing often co-exists with private or compulsory

insurance funding.

The tax-based model does not always fully integrate financing and provision. In recent
years, West European countries with government monopolies in financing and ownership
(UK, Finland, Sweden) have experimented with purchaser-provider split, contracting,
and introduction of “quasi-independent but still publicly operated provider institutions™'®

to stimulate competition, and improve efficiency and quality of care®.

Saltman and Von Otter®” suggest a greater use of market solutions such as competition in
Western European countries “which have traditionally relied on regulation and
planning”, simultaneously with a process of strengthening of governmental regulation in
health sector (“planned markets”). The regulation needed in a planned market is of a

different nature to that in a centralised public system®.

Despite the lower overall cost of the tax-based model, most Central and Eastern
European countries (including Bulgaria) have opted for a Bismarckian model. One
commonly cited reason is the apparent inability to bring sufficient resources into the
health care system. The experience of the UK is used to argue that a health system
financed almost exclusively (80-90%) from national taxation is at risk of becoming
underfunded®. Another is a concern about transparency, with suspicion that tax revenues
will be diverted to other sectors, such as defence. A separate social insurance fund is
considered less susceptible to such treatment.

There are, however, some doubts as to the necessity of a radical financing reform. Better
resource allocation, mobilisation of resources from non-governmental sources®; and
improved management could be sufficient in the short term®. Arguably, with declining
public budgets, growing demand, improved efficiency of the existing model could
release adequate resources while enhancing equity.

In the early 1990s, in Bulgaria, incremental introduction of a market based model was
viewed as more suitable given the low tax revenues, and lack of managerial and

regulatory skills®. Reforms were largely on the supply side, such as contracting out

54



auxiliary services and some clinical services; granting autonomous status to some
facilities; decentralisation of decision-making to municipalities; performance-related pay
for providers, and free choice of "family physician". These reforms remained patchy,
failed to bring visible improvements in access to health care, and led to intensified
political pressure for a more radical solution, such as social insurance. Options to

mobilise resources through strengthening of tax collection remained unexplored.
Summary

This chapter presented a short description of each financing model, with their specific
strengths and weaknesses. It was emphasised that in most cases, health systems are

mixed, containing elements from different models.

It is now well-recognised that the choice of model for health care financing depends on a
mixture of interacting factors, >such as economic, political and historical context,
dominant societal values (individual and collectivist),®® 7 and the “weights assigned to
different social objectives such as equity, efficiency or the merits of individual freedom
versus collectivism”, In the context of Central and Eastern Europe, implementation of
new health financing models has sought to increase revenue, ensuring a basic level of
health services for the whole population, while improving transparency and

accountability.

Chapters 4 to 11 will examine, in turn, potential reform strategies, societal values, and
ability and willingness to pay, followed by a concluding discussion of the feasibility of

different financing models in the circumstances of Bulgaria (chapter 12).
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CHAPTER 3. AIMS AND OBJECTIVES OF THE
RESEARCH. METHODOLOGY

AIMS AND OBJECTIVES OF THE RESEARCH
Aims

This thesis aims to examine critically potential mechanisms for sustainable and
affordable financing of the health care system in Bulgaria, by identifying and exploring
the financial implications of each option, its congruence with societal values, public
preferences, the existing institutional framework, and the Bulgarian political and

economic context.

Objectives

The aim will be achieved by meeting several objectives:

I. To examine the features of several methods of health care financing and the
experience with their implementation worldwide. To develop a theoretical

framework for analysis of reform of health financing.

IL. To describe the main determinants of demand for health care in Bulgaria:
¢ Patterns of health and disease
¢ Patterns of illness behaviour and its determinants

III.  To assess the ability of the population to pay for health care, by measuring:
¢ Size and structure of out-of pocket expenditure on health care

¢ Size and characteristics of informal out-of pocket payments (under-the-

counter payments etc.)

¢ Determinants of the pattern of formal and informal out-of-pocket expenditure

¢ Affordability of health expenditure
IV.  Analysis of willingness of the population to pay for health care

¢ Willingness to pay, in general, under the existing model (tax plus formal and

informal out-of-pocket payments) and its determinants

¢ Willingness to pay for a compulsory heath insurance scheme
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¢ Willingness to pay for voluntary insurance

¢ Willingness to pay informal payments

V. To discuss the applicability of different options in the circumstances of Bulgaria
and to identify key issues that need to be addressed in any future implementation
of health financing reform.

Hypotheses

The approach taken in this thesis is inductive, seeking to reach conclusions through

examination of empirical evidence. The relative absence of existing research on health

care financing in Bulgaria makes it difficult to formulate specific hypotheses a priori.

However, on the basis of evidence from elsewhere and knowledge of the social and

cultural context in Bulgaria, several observations are possible. These can be used to

generate some tentative testable hypotheses.

L4

The health needs and demands of the population will vary according to definable

socio-demographic factors.

The existing system is less equitable than is generally thought.

Different models of health care financing will appeal differentially to particular
groups.

The elderly and those on low income who have been most affected by the transition

may not welcome further change of any sort.

A move to social insurance may be unpopular because of concerns about regular

payments where incomes are irregular, and where there is potential corruption and

unfamiliarity with the concept.

If opting out is permitted, the well-off may opt for voluntary insurance and

undermine the principle of risk pooling.
The better off may prefer an occupationally linked scheme to a general public
insurance fund.

There will be support for a policy that formalises the existing pattern of informal

payment.
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Thus, while the overall thesis is exploratory, there are certain a priori considerations that

can be addressed specifically so as to ensure that important and relevant issues are

included.

METHODOLOGY

This chapter will present the methodology used in the thesis. Several methods have been
employed, each targeting a specific aspect of the research questions and collecting a
different type of information. The aim has been to triangulate® multifaceted data,

allowing for a comprehensive analysis of the possible options for health care financing.

The intention of this work is to draw conclusions from primary data obtained through a
mix of quantitative and qualitative research methods. Official statistical sources and
existing research® provide little secondary data on the non-medical aspects of the health
sector in Bulgaria. This is seen in the gaps in tables of health indicators published by
international organisations® after 1990. Data are often of low validity due to a lack of
systematic collation of administrative records and policy-makers’ failure to recognise the
need for such research. Some key issues relating to health financing, such as out-of-
pocket health care expenditure or users' attitudes, are relatively unexplored in Central and
Eastern Europe®. Empirical studies that do exist in Bulgaria could not readily be used in
this thesis as they have had inconsistent objectives and designs. The one exception is the
1995/6 World Bank Bulgarian Living Standards Measurement Study®, but analysing this
data set and using it as a reference point is beyond the scope of this thesis, due to its

different approach to measuring health status and income.

Stages of research and analysis

The research was conducted at several stages, summarised in Figure 3.1. First, a
theoretical framework was developed. Second, review of literature on the context of
reform in Bulgaria and on the strengths and weaknesses of different financing models
was undertaken. Third, qualitative (in-depth interviews, focus groups, and situation

analysis) and quantitative methods (a survey) were conducted, to gather empirical data

b Triangulation is a multi-method approach employing several techniques for data collection in

different combinations, supplementing each other

© Health care-related data are collected and analysed by the National Centre of Health
Information affiliated with the Ministry of Health; and by the Central Statistical Office

d ¢.g. the World Bank Development Indicators database and in the WHO Health for All database
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relevant to the various financing options. Finally, evidence from each of these sources
was brought together and used to explore the implications of different options for health
care financing. Each stage relied on findings from the previous one, with the exception
of stages B and C, which were conducted in parallel. Development of research
instruments and planning the study design will be outlined while describing the research

methods. Below, each stage will be described in turn. All questionnaires used are

enclosed in the Appendix.

Figure 3.1. Stages of research

Stage A: DEVELOPMENT OF A
THEORETICAL FRAMEWORK

® Review of health financing models

e Identifying key dimensions of
research

e Study design

Stage B: QUALITATIVE COMPONENT Stage C: QUANTITATIVE COMPONENT

e [dentify & clarify topics e Measure users ability and
willingness to pay for health care
e Analyse health status, health care

expenditure, illness behaviour.

e Explore stakeholders’ willingness to
pay, attitudes & values

e Interpret meanings, relationships and

contexts e Measure demographic variables.

e Test research design and instrument e Generalise findings to a larger
population

Methods: survey

e Generate new ideas
Methods: in-depth interviews, focus
groups, documentary analysis

Stage D: DATA ANALYSIS Stage E: DISCUSSION

Options for health
financing in Bulgaria.
Issues to be addressed
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Stage A: Development of a theoretical framework

This stage sought to provide the theoretical basis of the subsequent research by means of

the following steps:

1. Locating various options for reform within the body of research evidence on the
effects of particular approaches worldwide. Thus, a critical overview of the
experience with different models of health care financing was conducted, identifying
the strengths and weaknesses of each method. A framework for analysis was

selected, based on a literature review (chapters 2 and 3).

2. The research objectives were operationalised to a few key dimensions. The
suitability of each method was studied in terms of:
Socio-economic, political and demographic profile of Bulgaria
Health system characteristics and reform
Patterns of illness and health services utilisation
Ability to pay
Cultural sensitivity: values, beliefs and attitudes

Willingness to pay

The socio-economic, political and demographic profile and the characteristics of the
system were explored primarily by documentary analysis. The empirical research then
explored patterns of illness; utilisation of care; ability to pay, willingness to pay for
health care and a range of underlying values, thus describing the population's perspective
of health care financing. The performance of the health care system, including its
economic performance, is beyond the scope of this thesis.

Each dimension was studied through answering a series of specific questions (Table 3.1),

outlined briefly below.
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Table 3.1. Dimensions of research, methods, and specific research questions

METHODS RESEARCH QUESTIONS

Socio-economic, political and demographic profile of Bulgaria

D.ocumentary'analysis Analysis of political, economic and demographic context in
Literature review Bulgaria

Compatibility with financing models

Health system characteristics and reform

gey informant interviews History, trends, structure, institutions, actors, reform
'ocumentary analysis Precondition for certain financing models
Literature review .. : C . )
Administrative costs and institutional capacity
Finance reform: issues, obstacles, support, consensus among
stakeholders, priority

Patterns of illness and health services utilisation

Household survey Self reported health: level and determinants

:_f:gﬁstgrmg;v'ews Chronic limiting illness: level and determinants
Illness in past year: level and determinants

Utilisation: level and determinants

Patterns of utilisation

Ability to pay
Househo_ld survey Level of health care expenditure (in primary/ secondary care)
In-depth interviews Characteristics of health care expenditure: structure (drugs,

Focus groups treatment, food, transport, informal payments, gifts); status:

formal /informal; public / private
Determinants of health expenditure
Health expenditure expressed as a % of monthly income
Affordability of payment (last consultation)
Coping strategies (from current income/ reserves)

Informal payments
Cultural sensitivity: values, beliefs and attitudes
Household survey Values underlying the attitude towards financing schemes: role of
In-depth interviews the state; solidarity; collective or individualistic; value of health

Focus groups Attitude to existing and to alternative financing methods:

transparency; implementation complexity, affordability; general
suitability; effect on utilisation; coverage; equity; incentives;
accountability; compatibility with traditions, values, and with
existing institutions and health system; acceptable by the public

Willingness to pay

Household survey Willingness to pay: level and determinants

In-depth interviews Willingness to pay and expenditure

Focus groups Willingness to pay under existing or proposed arrangements

Willingness to pay under particular circumstances (type of service,
payment scheme, to whom/where/when/ how)
Attitudes and preference for a financing model and determinants
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Socio-economic, political and demographic profile of Bulgaria

Health sector financing is intrinsically related to the state of the economy, and subject to
economic, political and institutional pressures. Oreskovic® argues that the health care
system is “...not autonomous but relies upon the society’s financial, legal, administrative
and other support”. Thus, the thesis first examines the economic and political conditions
in Bulgaria, its history, demography and health profile as preconditions for introduction
of particular health financing options. The detailed country profile is based on

documentary analysis (appendix 1).

The restructuring of health care financing is a profoundly political process affecting all
groups in Bulgarian society. It is important to assess the political feasibility of reform,
support from stakeholders, local capacity for governance and potential strategies for
achieving consensus. Thus, between 1989 and 1997 it proved difficult to reach
consensus on key social sector reforms, including health financing reform, due to their
sensitivity, politicisation, and the underdeveloped framework for political dialogue. A
detailed analysis of political feasibility of each financing option is, however, beyond the

scope of this work.

Health system characteristics and reform

The choice of any future financing system will reflect many factors, including the
existing health sector structure, history, long-term policy trends, and views of key
stakeholders’. For example, the Czech Republic and Poland have, in the past, had
occupational sickness funds (“Bismarck system’), with farmers in Poland who owned
land privately being ineligible for state-provided health care until 1972%. This is quite

different from the situation in Bulgaria as discussed in chapter 4 and in appendix 2.

Pre-conditions for successful implementation of any new financing mechanism include
low administrative costs and adequate capacity for implementation, specifically the
presence of adequate infrastructure, information systems, technical and managerial staff,
and audit procedures. Normand and Weber® consider the existence of a legislative
framework, trained administrators, and mechanisms for collecting contributions to be key

to implementation of large-scale social insurance systems. This would require a further

analysis.
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Patterns of illness and health services utilisation

Analysis of need and demand for health care and their determinants are important in
assessing the requirements for funding the health care system, and to anticipate potential
consequences of particular financing mechanisms on socio-economic inequalities. If
significant numbers of people report high levels of illness and low utilisation, this would
suggest a failure of the existing health care system that must be addressed by new

financing mechanisms. The main data source is a population survey (chapters 5 and 6).
Ability to pay

A sustainable and equitable system for health care financing should reflect the
population’s ability to pay for health care. Thus, price-setting and the methods for
revenue collection should be sensitive to local conditions, otherwise the sustainability of
the scheme may be undermined through low revenue collection® *. If expenditure is

linked to service utilisation, some users may be deterred in their use of services.

Ability to pay is examined by means of a survey focusing on the scale of formal and
informal health care expenditure (chapter 8). The socio-economic determinants of ability
to pay were explored to identify which groups would lose, and which gain, under current
and alternative financing models. Affordability of health expenditure was first examined
‘objectively’ as a proportion of monthly family income then, by asking people directly
whether it was affordable. Timing, predictability and other characteristics of informal
payments were examined in detail (chapter 7).

The subjective dimension of ability to pay was also addressed by qualitative methods,
exploring the circumstances under which payments were deemed affordable and the

strategies used for coping with unplanned expenses, in the absence of insurance.

Cultural sensitivity: values, beliefs and attitudes

A recent WHO analysis of European health reform’ stresses the importance of societal
values as part of the context for health reform, “the legal, administrative, and physical
structure of the dominant value system, defining how the power and resources are
allocated”. The diversity of culture, values and traditions in Europe have led to

adoption of many different health reform strategies in the 1990s.
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In this thesis the methods for health care financing were assessed in terms of their
compatibility with dominant societal values, norms, culture and ideological paradigms,
by means of in-depth interviews, and to some extent, a survey. The main axes of analysis
were interrelated: values (collective-individual responsibility for health, solidarity—
competition, social risk-security); role of the state and private sphere; principles of
operation (transparency, accountability) and broader societal values. This framework is

based on the “core” values suggested by the above mentioned publication’:

e health care orientation: Is health seen as a collective, socially valued good or a private

good? Are there traditions of solidarity? While the relationship is not absolute, the
shape of health care financing systems tends to reflect underlying societal values.
Preference for a national insurance system based on universal entitlement is indicative
of solidarity and collective risk-sharing values being prevalent at societal level. In
contrast, a system based on voluntary insurance and out-of-pocket payments is more
consistent with a culture which places most of the responsibility for health on the

individual.

o role of the state, private institutions and citizens: What is seen as the appropriate

balance between the state and the citizens’ responsibility for health™. Ideological
pressures for reform occur in the context of broader societal movements for
democratisation and rethinking the role of the state¥. For example, political values
have played an important role in shaping the private insurance arrangements in the
Netherlands*®. However, the situation in Central and Eastern Europe may be rather
different from Western Europe, as shown by Rose and Makkai®, in that the political
affiliation (on left-right scale) and other specificities of the national culture have little
power to explain welfare values (e.g. the attitudes for and against state provision of
welfare) in nine Central and Eastern European countries. The same authors argue that

welfare values are central to understanding Central and Eastern European societies.

e accountability in health care: How are financial, political, legal, professional, ethical

aspects of accountability understood?

e broader societal values: perception of social justice, social security: There are

indications that the decline in the welfare of the population, combined with an extreme
income polarisation, may undermine earlier social consensus behind the reforms®. In

Bulgaria, the social dimension of the political transition and its impact on stability and
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social consensus was unexplored until recently. High levels of ill health and
prémature mortality combined with diminished population resources for health care

are likely to create a sense of social insecurity.
Willingness to pay

Both willingness and ability to pay characterise demand and are often studied together.
There is debate about whether willingness and ability to pay for health care can be
clearly distinguished®. Willingness to pay is often measured with the ability to pay
implying that if individuals pay user fees or informal payments, they are able to do so.
Such an approach may overestimate the ability to pay as, for many, it is a “necessity to
pay”®. This does not necessarily indicate ability to pay from disposable income, and can
involve incurring significant financial and social costs, with borrowing or sale of assets
leading to long-term strain on household resources®?. Delcheva argues that high direct
user spending is indicative of poverty* rather than of higher willingness to pay. Abel-
Smith and Dua, writing about developing countries, note that the need for health care
rarely coincides with ability to pay, reflecting vertical inequity™. Importantly, people
may be willing to pay for what they perceive as a need, and not for professionally
determined needs™. Thus, in this study, ability and willingness to pay will be examined

separately.

Two commonly used approaches to measuring willingness to pay are outlined by Russell
et al®®. The first involves projecting health care utilisation and expenditure based on
historical data. This method is inappropriate in a situation of previously free services and
ignores the fact that willingness to pay is context-specific and influenced by non-price
factors such as type of service. The second method (‘contingent valuation’) is to ask
directly about willingness to pay for a particular service, assuming no previous
experience of paying for health care. In this case of a “hypothetical market” respondents
suggest prices on the basis of their individual circumstances, ability to pay and

expectations for service rather than on past experience.

Contingent valuation appears better suited to Bulgaria in the absence of historical data or
a tradition of market for health services in the recent past. The survey sought to examine
whether people are willing to pay at all for health care, its socio-economic determinants,

and values attached to certain common types of services. The in-depth interviews and
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focus groups aimed to add depth to the survey responses, and identify circumstances

under which people are willing, and actually choose, to pay for health care.

Burrows and Brown® note that willingness to pay studies might place high demands on
respondents. In a short interview, respondents have to evaluate complex scenarios of
foregone current consumption at the cxpense of improved health status in the future, and
comparison of the initial risk level with a level reduced by payment. In the context of
Bulgaria, respondents' unfamiliarity with prices of public goods may preclude giving
adequate answers. However, in this study, willingness to pay was found to vary
intuitively with a range of socio-demographic variables so it is likely that it is a true

reflection of personal preferences® (chapter 10).

Stage B: Qualitative component

Qualitative methods: overview of features

The qualitative methods used in this research were in-depth interviews with stakeholders
(users, physicians, key informants), focus groups, and documentary analysis. The
interviews and focus groups aimed to identify and clarify the topics to be further
examined in the survey, generate new ideas and test the research instrument before
application to a large sample. Qualitative methods were essential in studying attitudes
and values. After the survey, qualitative techniques were again used to interpret the
observations, explain some unexpected results, explore relationships between variables,
and place in context the survey results. In addition, documentary analysis and informal
interviews, although not explanatory in themselves, contributed to a better understanding

of different aspects of the research problem and supported the use of other methods.

This section will briefly summarise the features common to qualitative methods, which

make them suitable in this research, and each method will then be discussed in detail.

I. Suitability for inductive research: Patton*® notes the ability of qualitative research to

use specific observations to identify general patterns (“inductive logic”), searching
for new patterns, categories or issues, guided by broad questions and “goal-free”,
without imposing pre-existing expectations. In contrast, a survey is deductive as its

measures are pre-determined by the researcher. The grounded theory school
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emphasises that qualitative analysis is data-derived and useful for studying relatively

unexplored phenomena® ¥, which is the case here.

II. Opportunity for in-depth analysis and generation of new directions: Through

qualitative research, detailed data about a small number of cases could be studied in
depth, focusing on selected issues. Data collection is a flexible, dynamic and
interactive process, unconstrained by pre-determined standardised categories of
analysis and enabling new ideas and directions to emerge®. These methods can
generate new hypotheses to be tested, while a survey could generate data to test them.

Responses which seem automatic could be further clarified.

IN1. Creating bridges to quantitative research : In qualitative research, the field work has a

developing character and provides an input to subsequent research stages. The
research design is not pre-determined and is gradually elaborated. In a survey, data
are classified in previously defined categories and no change is possible. In the
current research, feedback from the field was invaluable in modifying response

categories in the survey and in improving the overall study design.

IV. Suitable for understanding phenomena: Qualitative research is concerned primarily

with understanding the meanings of events and attitudes in depth, rather than
measuring them. It cannot establish a causal relationship between variables, but can
clarify the nature of the relationships. In this research qualitative techniques were
applied to little understood and sensitive issues, such as under-the-counter payments,

where use of more structured methods could have been problematic.

V. Providing personalised data: Qualitative research enables exploration of motivations,

values and attitudes and provides an “impressionistic interpretation” of data®. While
a survey is useful in searching for common outcomes and its results can be
generalised, qualitative data explains individual variances®. Qualitative research
studies the culture and behaviour of people from the point of view of those studied*
and discloses the “real meaning” of issues for them'®. The aim is to understand the
behaviour and motivation behind their answers (the “respondent’s world) and to
capture the interviewee’s own framework of meanings and interpretations while
trying not to impose any limiting a priori categorisation and assumptions™" '®. This

process enables respondents to express their experience in their own terms and

e “Grounded theory ... is a qualitative research method that uses a systematic set of procedures
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language and gives them scope for creativity®'. It is this sensitivity towards

‘subjective’ views of the stakeholders which makes the qualitative research relevant

for this research.

VI Suitable for studying phenomena in transition: Qualitative methods are useful in

times of transition and reform, to understand the dynamics of the phenomena and to
analyse the context in which attitudes are modified. Open-ended questions can

capture changing events® in ways that may be more difficult for quantitative surveys.

VILProviding a holistic perspective: Qualitative research provides a comprehensive and

holistic understanding® of the social settings in which research is carried out,
integrating actions, events, actors and context. It creates an overall picture of the
respondent’s personality in capturing non-verbal information such as gestures, facial

expressions, physical movements, which can be invaluable for interpreting answers.

Initial informal interviews with stakeholders

An in-depth interview is defined as a “conversation in which the researcher encourages
the respondent to relate, in their own terms, experience and attitudes that are relevant to
the research problem™®. This study started with a small number of preliminary informal
and unstructured interviews. The format of the interviews was closely monitored,
despite the lack of a formal interview schedule. Burgess'® points out that even the
completely unstructured interview has a controlled, if very flexible, framework.
Respondents were selected to include physicians, frequent users, and medical
administrators. They were approached by recommendation from colleagues, from social
or professional networks, or from people with high professional authority. Respondents

from a range of backgrounds and perspectives were interviewed to avoid bias.

These interviews served as a pilot for subsequent semi-structured interviews, facilitating
improvement of the study design. They identified key criteria for sampling for the semi-
structured interviews, tested provisional themes to be further explored through more
structured methods and focused the research area. Apart from gaining insights on views
of main stakeholders and collecting background information on the health care financing

context, unstructured interviewing also elucidated new dimensions, enhancing the

“breadth of the data”*.

to develop an inductively derived grounded theory about a phenomenon.” (Strauss & Corbin)
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Unstructured interviews were especially appropriate to test sensitivity of issues such as
informal payments, and the stigma attached to them, as well as willingness to pay for
previously free services. The respondents’ reactions to wording of questions and probes
were observed. In order to remove the initial barriers and establish rapport, respondents

were informed about the nature of the research and how their co-operation would help.

In-depth semi-structured interviews

In-depth semi-structured interviews were the main method for qualitative data collection

in this research. The key features of the semi-structured interviews are shown in Box 3.1.

Box 3.1 In-depth semi-structured interviews

Interview type Face-to-face, semi-structured interview
Respondents Users who have been ill in the last 6 months
Health personnel (physicians, a dentist and a nurse)
Sample size 58 interviews (25 health professionals, 33 patients)
Sampling procedure Purposeful, according to specified criteria
Settings Sofia-city, Varna, Bourgas and Pleven
Topics Views on existing and new health care financing options, values,

beliefs, willingness and self-perceived ability to pay, health care
expenditure and experience of services utilisation

Aims To collect data on prevalent attitudes among stakeholders
(patients and physicians) towards health financing options

To assess general atmosphere for finance reform
To generate new ideas and directions of research

To test and improve the accessibility of the questionnaire and to
identify issues not covered in the survey questionnaire

Sample

A total of 58 semi-structured interviews were held. 44 were conducted in Sofia, of which
19 were with health professionals and 25 with patients. Seven interviews were
conducted in Bourgas, and seven in Varna, both cities located on the Black Sea coast. In
each city, three physicians and four patients were interviewed.

The majority of health personnel interviewed were physicians, with the exception of one
nurse and one dentist. A wide range of specialities were represented, including
cardiology, paediatrics, obstetrics and gynaecology, internal medicine, general practice,
surgery, radiology, oncology, anaesthesiology, dermatology, urology, neurology, and

dentistry. Ten had a postgraduate degree.
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The sample of health professionals was stratified according to sex and level of health
facility (Table 3.2). 13 men and 11 women were interviewed. Of these, five males and
four females were working at polyclinics or other primary care facilities. Seven had
managerial functions such as head of surgery or specialised consultation room, and of
those, one was head of a department (ward) at the leading obstetric hospital in Sofia and
another a medical director of polyclinics. Income was not a sampling criteria. 11
physicians determined their income as insufficient for normal existence, ten indicated
that their income covers only basic needs, and three respondents deemed their income

sufficient for a good standard of living.

Table 3.2. Sample of health professionals

Gender Facility

Primary care Secondary care
Men 5 8 (4-MR)* 13
Women 4 (3-MR)* 7 11
Total 9 15 24

Notes: One physician currently owns private company. *designates the share of those who have
certain managerial responsibilities (MR), such as head of ward, surgery or consultation room.

The main criteria for including patients was whether they had had contact with state
facilities in the six months preceding the interview. All fulfilled this requirement. 20
(61%) respondents reported having used facilities several times, while the rest used
services only once or twice. The majority of respondents (n=27; 82%) described their

health status as good or rather good.

Patients were sampled purposively using a recruitment questionnaire, to ensure a mix
according to sex, age, income group and presence of chronic disease (Table 3.3). Eight
(24%) patients reported to have income sufficient for a good standard of living, seven
(21%) reported that their income is insufficient for normal existence, 18 (55%) said that
their income is sufficient only for basic needs. 15 respondents’ income was below the
national average, and 7 above it. Locating respondents with high income, suitable

according to the other criteria and willing to be interviewed, proved very difficult.

Occupations varied widely, the majority being employees. Of those working, 12
respondents were employed in a state company and 13 in the private sector. The
majority of respondents (25) had university education, 4 had general secondary
education, and 4 - vocational training or secondary specialised education. Although

those with higher education are over-represented, in Bulgaria income often is not
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correlated with educational attainment. It was decided that income is a more important
factor to stratify the sample. Other factors that may have caused the overrepresentation

of those with higher education are that they were more willing to be interviewed and

more articulate.

Table 3.3. Sample of patients

Men Age group Total
Income group 18-35 36-55 56+
Higher 1 3 1 5
Lower 5 5 3 13
[incl. 1 chronic] [incl. 2 chronic]  [incl. 2 chronic]
Total 6 8 4 18
Women
Income group 18-35 36-55 56+
Higher 1 2 - 3
Lower 7 3 2 12
[incl. 1 chronic] [incl. 2 Chronic]  [incl. 1 chronic]
Total 8 5 2 15

The interview: technique and organisation

Semi-structured interviews share many features with unstructured interviews, such as the
possibility for free responses and some discretion by the interviewer about the pace of the
interview, wording and order of questions'. They have the particular advantage of
providing the context for the quantitative research and of identifying the topics to be

further tested.

“In contrast to the large sample surveys with their anonymous interview situation, small-

scale studies present better opportunities to do justice to the variety of cultural and social

peculiarities of population segments”®

Semi-structured interviews are generally considered more time consuming'®, but cheaper
than surveys®. Thus, in this study, in-depth interviewing provided an opportunity for

relatively low-cost validation of some survey results.

A clear, simple interview guide was developed based on earlier unstructured
interviewing, containing a detailed list of headings, key questions, probes and standard
instructions.  The guide sought to ensure that the main topics were covered
systematically, although in a free order, and comparable data was obtained by the
participating interviewers. The aim was to ask mostly open-ended, neutral, sensitised

and clear questions™®. Wording of questions dealing with sensitive issues (informal
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payments, coping strategies) was carefully examined and advised by experts from Gallup

and the Center for the Study of Democracy who are experienced in work commissioned

by the World Bank and UNDP.

The interviewers were allowed to modify the guide slightly, explain questions and vary
the amount of time spent on each topic. Whyte'® points that although the semi-
structured (or non-directive) interview offers much freedom, it is structured in terms of
the research problem and this structure channels the flow of the interview. As
recommended, the direction and depth of the interview and topics covered were carefully

monitored by the interviewer with a designated amount of “block time” for each topic'®.

Respondents were given the opportunity to express their views in an atmosphere of free
communication relating to the respondent’s experience, while ensuring that the relevant
information was obtained. The interview guide used open-ended questions extensively
in order to avoid imposing answers. Foddy'” argues that closed questions present
respondents with arbitrarily limited alternatives, exclude important options and create a
temptation for automatic answers. These questions served to define and test appropriate
response categories for the survey instrument, which was structured along similar lines.
They also revealed whether respondents avoided answering certain questions because
they did not know the answer, did not want to share it, or misunderstood the question.
The extensive use of open-ended questions required a detailed briefing of interviewers

about what constitutes a sufficient answer, and involved complex and lengthy coding.

The duration of the interviews was between an hour and an hour and a half as
recommended for a single contact with a respondent'®, although some respondents
continued the interview for two hours, on their own initiative. The interviews were
performed mainly at respondents’ or interviewers’ homes, with some, at work places.
Different interview schedules were developed for health professionals and for patients.
The interviews were conducted within a six week period (April-May 97) to ensure that
changes in the environment would not affect opinions'®. During this period there were
no major events in the health sector such as enactment of new legislation, crises,
governmental campaigns, or major media debates.

It is recognised that interviewing skills are a decisive ingredient for in-depth interviews.
There is an extensive literature addressing interviewing techniques and ways to create

confidence and establish rapport where the topics are sensitive. Five researchers (three in
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the capital, including myself; two in the countryside) all with substantial previous
experience as qualitative interviewers took part. A one-day training session was
conducted prior to the interviews, involving mainly working through the questionnaires,
discussion of potential problematic areas, rehearsing different scenarios and practising
techniques such as probing. After the first few interviews, regular meetings to monitor

interviewers’ performance and to brief the interviewers on changes of the instruments

were held.

Interview data were recorded using a tape-recorder, despite some reservations that the
formality introduced by tape-recording could provoke unnatural responses. However, the
results of several pilot interviews showed that recording did not seem to impede answers,
as long as there was an initial establishment of trust, and a clear explanation was given as
to why tape-recording was important. During the actual field work there were no

refusals to be taped. Contemporaneous notes were also taken for back-up.

All interviews were transcribed in Bulgarian. The transcription process proved to be
time-consuming and resources precluded its translation into English. Hence it was not
possible, as had been intended, to use software packages for qualitative data analysis.

However, an initial index of key themes was created to facilitate further analysis.

Focus groups

Focus groups were used in conjunction with the semi-structured interviews. The key

features of the focus groups are shown in Box 3.2.

Box 3.2 Focus group discussions: summary

Interview type Focus group discussion

Respondents Health personnel (physicians) and users

Sample size Six groups with 6-8 participants. 4 in the capital and 2 in Pleven,
Lovech region (3 with physicians and 3 with users)

Sampling procedure Purposeful, according to specified criteria

Settings Sofia-city and Pleven, Lovech region

Topics Views on existing and new health care financing options, values,

beliefs, willingness and self-perceived ability to pay, health care
expenditure and experience of services utilisation

Aims To assess the general atmosphere for finance reform
To generate new ideas and directions of research
To identify issues not covered in the survey questionnaire
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Sample

Six focus groups were held prior to the household survey in order to produce insight into
users' views and attitudes, set problems into context and stimulate vision. Each group
was defined by topic and by membership. Participants were selected according to pre-
determined criteria relevant to the topic to be discussed, such as sharing of common
experience, similar professional background or relation to the health sector, being “good
observers” or well informed. All participants completed a recruitment questionnaire to
determine their suitability. The groups included individuals of varying ages and
incomes, but were relatively homogenous in terms of education, social class and place of

residence.

In Sofia, two groups contained physicians and three contained members of the public
who had recent experience as users of health services. One focus group with users and
one with physicians was conducted in Pleven, in the Lovech region. These settings were
selected purposefully. Sofia is the capital, containing one eighth of the population, with
a very diverse composition due to migration from the countryside. Facilities are highly
centralised and there are few geographical barriers to access to health care. The Lovech
region in Northern Bulgaria is the third biggest region with very different economic
indicators from Sofia and a smaller urban population. Pleven is the second largest town
in the region, which has a range of health establishments, including the second biggest
Higher Medical Institute in Bulgaria with a teaching hospital within it. Some regional

differences in financing of the health care and public perception were expected.

Each focus group consisted of 6-8 participants, one moderator and one person
responsible for technical support and organisation. The composition of participants
followed roughly similar lines to the sample used for in-depth interviews. The groups
were composed according to sex, income status, age, and chronic illnesses (Table 3.4).
When recruiting, priority was given to participants who had visited health professionals
in a state or private health care facility in the past six months. 16 had visited a state
health facility and 8 people had visited a private facility. 7 people had visited both. 5

respondents had not visited facilities in the past six months, but 3 reported having a

chronic illness.
All but 4 of the participants (22) were white collar employees. A nurse participated in

her capacity as a health services user because of her child’s illness. 8 respondents had a
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university degree or further qualifications, 8 had graduated from vocational or technical

college, and 5 had secondary general education. Only three of the participants lived in a

small town or village.

Table 3.4. Composition of focus groups - patients

Men/  Lower/ higher Below 40 /  Chronic Total o,

women income above 40 diseases  participai
Group one (Sofia) 3+3 3+3 3+3 3 6
Group two (Sofia) 3+5 7+1 4+4 3 8
Group three (Pleven) 2+6 5+3 4+4 4 8
Total 8§+14 15+7 11+11 10 22

Note: Respondents were assigned to higher income group if their income was equal or above the
average salary for Bulgaria, and thus the distinction lower/ higher income group is relative.

24 physicians took part in the focus group discussions, among whom two were dentists.
The physicians’ sample was stratified according to sex, age, income status, and primary
or secondary care facility (Table 3.5). Effort was made also to ensure that some of the
participants had managerial responsibilities, similarly to the in-depth interviews. A wide

range of specialities was included.

Table 3.5. Composition of focus groups - physicians

Men/ Below40 Lower/ Primary/  Managerial Total

women /above40 higher  secondary- position  particip
income level facility
Group 1 (Sofia) 2+6 3+5 5+3 4+4 3 8
[2 private]
Group 2 (Sofia) 4+4 4+4 6+2 4+4 1 8
Group 3 (Pleven) 6+2 4+4 4+4 4+4 5 8
Total 12+12 11+13 15+9 12+12 9 24

Note: Respondents were assigned to higher income group if their income was equal or above the
average salary for Bulgaria, and thus the distinction lower/ higher income group is relative.

The focus group method: technique and organisation

The term ‘focus group’ is introduced by Merton et al'®, and is defined as “systematic
questioning of several individuals simultaneously in formal and informal settings™". The
unit of analysis is the group and the method allows inferences to be made only about the
group and not about individuals®. The focus group method was used in this research to
stimulate discussion, in which the dynamics of issues could be explored, competing

views and arguments expressed, and means of achieving consensus or divergence

demonstrated.
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Among the advantages of the method is that it is cost-effective (receiving extensive
information within a short period of time at least cost); explores beliefs, ideas, opinions
expressed in a community; identifies new issues; and tests questions’ wording®. Group
discussions resemble natural communication, and some people felt more comfortable
than when interviewed alone. Goodman et al'* suggests that in a focus group, opinions
are most likely to be prompted through collective argument and sense of anonymity
within the group. Potential difficulties include less control over the flow of discussion;
no information about the frequency of distribution of opinions; results that are harder to
analyse compared to individual interviewing; and the participants may influence each
other inappropriately. Fontana'' notes that focus groups are stimulating for respondents,
aid recall, and collect data over and above individual responses, but in some cases can be
dominated by strong personalities. There was also a danger of expressing only those
views that could be stated publicly'™ or comply with the majority opinion. The

moderators in this study have largely prevented such situations from happening.

The focus group guides (for physicians and for users) were structured similarly to the in-
depth interviews, but much more concise and flexible. These sought to collect
comparable data between groups, in terms of topics covered, and within a group,
providing sufficient depth of discussion and equal participation. In view of the short time
available (2-2.5 hours average length) and the need to involve all participants, only the
most salient issues were discussed. Although some of the issues were anticipated to be
sensitive and hamper the discussions, possibly requiring changes in wording and topics®

101 this was not the case in practice.

The focus groups involved extensive planning, organisation and careful recruitment.
Moderation and management of the group dynamics required specialised skills. Two
moderators with a proven record were invited to run the first two sessions, while the rest

were run by me. All discussions were tape-recorded and fully transcribed in Bulgarian.

Documentary analysis

The key features of the documentary analysis are shown in Box 3.3.
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Box 3.3 Documentary analysis: summary

Type of research Documentary analysis

Sources Official documents of Ministry of Health, labour unions,
insurance companies etc. and media coverage in 1993-99
Sampling procedure Exhaustive for documents on health financing

Selective for documents related indirectly

Topics Health insurance debate; views on the current health care
financing and attitudes towards change
Aims To find evidence (direct or indirect) for the political feasibility

and cultural & social sensitivity of finance schemes
To identify issues not covered in the survey questionnaire

Documentary analysis: sampling, procedures and analysis

Documentary analysis, or content analysis as its variation'®, is a “...research technique
for making replicable and valid inferences from data to their context”'". Documentary
analysis examines the content, as well as the context of documents (written or non-
specified purpose of the documents; institutional, social and cultural aspects), their
intended and implied audiences and the author’s interest'*2 Documentary analysis, as
with observation, is indirect and non-reactive as the nature of the researched material

does not change.

The documentary analysis method is more descriptive and exploratory than other
methods and has been used here as a supplementary tool. Its main purpose was to
triangulate with other data in a multi-method approach. The method proved to be
valuable in its own right in generating new leads, uncovering implicit themes, and thus
enriching the research agenda. An initial documentary analysis also served to focus the
research questions by identifying key issues on the finance reform agenda, assessing the
importance attributed to them by the main actors, and providing insights on the impact of
the political and economic climate, and of societal values, on shaping reform of health
financing. It was also productive during data collection and analysis in providing
contextual references. The method provided evidence as to which finance mechanisms
are more likely to be accepted by different groups and institutions, and what is the
balance of opinions between stakeholders (experts, professionals, government, media,
companies, labour unions etc). This could be further extended to a detailed policy
analysis of the health financing reforms in Bulgaria, exploring the inter-relationships

between content, context and actors, which was outside the scope of this research.
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Collection and systematic analysis of relevant documents was applied first to the period
1993-1996'"2, but subsequently extended contemporaneously until 1998. There were few
relevant documents and these appeared at irregular intervals and were difficult to obtain.
Most were written for purposes other than research. Identification of documents
focusing on health financing issues is believed to have been almost exhaustive. Also
included are documents referring to this issue by their implicit content. Table 3.6

presents the two frameworks for documentary analysis used in this thesis.

The documentary analysis proved to be relatively complex, time-consuming, with limited
explanatory power, and potentially susceptible to bias in collection and analysis of the
documents. Official sources often reflect distorted, politically correct positions, although

if this distortion is captured, it could be an important observation in its own right.

Table 3.6. Theoretical frameworks for documentary analysis

Stages'™: Analytical topics (not exhaustive list)'":
o Defining the research question: what How are documents written?

data? ' How are they read?
e Sampling strategy and screening Who writes them?

Who reads them?

For what purposes?
On what occasions?
With what outcomes?

e Selection of a recording unit: word/
phrase constituting a semantic unit/
theme/ character/ paragraphs/ whole items

e Counting of the units and comparison

. . . What is recorded?
e Constructing categories for analysis: What is omitted?
exhaus'tlve/. mutually exclusive/ What does the writer take for granted about the
operationalised) reader?
e Testing the coding in a text, reliability What do the readers need to know?
e Analysis

Interviews with key informants

The key features of the interviews with key informants are shown in Box 3.4.

Box 3.4 Key informant interviews: summary

Interview type Face-to-face, short semi-structured interviews

Respondents Policy-makers: MoH officials, MPs, administrators, experts

Sample size 23 interviews

Sampling procedure Purposeful, according to specified criteria

Settings Sofia and Pleven

Topics Views on health care financing reform: political climate,
infrastructure, obstacles, opportunities, and threads

Aims To collect data on stakeholders and define main types of view
on finance reform process and content and to assess political
atmosphere for health financing reform
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Sample

Selection of key informants involved identifying persons possessing specialised
knowledge relevant to the research, who are "typical™. This follows the approach taken
by Tremblay'*, in which key informants were selected with regard to their role and

position in society rather than randomly, in terms of age, sex, or residence.

The key informants in this research were identified through snowball sampling, on the
basis of information from the informal and in-depth interviewing, from documentary
information and media accounts. Initially, a list of potential key informants was created
based on “expert opinions™', then, a number of respondents were selected and
interviewed using a restricted framework of questions with highly focused objectives.
The criteria for selection were those suggested by Tremblay'*: a) formal role in the
society ensuring access to relevant information; b) knowledge of relevant information; c)
willingness to co-operate; d) communicability; e) relative impartiality.  Maier'®
emphasises that key informants should not only have a special position in the
community, but should represent the opinions, experiences and problems of a group
rather than of an individual. Several key respondents interviewed did not have official
positions in government or the professional community, but were recommended as

“informal leaders”'"s.

Interviews were conducted with 23 policy-makers or stakeholders in Sofia, Pleven and
Varna (Table 3.7). All respondents were able to provide valuable comments about issues

concerning their communities or particular groups in society.

Interviews were semi-structured, but shorter than the other in-depth interviews. Some of
the respondents were “elite members of the community” and top-level policy-makers,
who were unable to spare more than half an hour, thus focusing only on the most
important topics. It was, however, possible to adopt a more flexible approach, leaving
scope for respondents to introduce new topics, or to change the direction of the interview,
according to their own interests. The interviews needed careful preparation, especially
when establishing the first contact. Best results were achieved when the key informants

were approached through a person of similar authority or their immediate subordinate.

f<typical’: 1.serving as a type, symbolic; 2.having or showing the characteristics, qualities of a
kind, class, or a group so fully as to be a representative example; 3.of or belonging to a type or
representative example, characteristic (Webster’s dictionary)
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All interviews were tape-recorded, with only one refusal by a Ministry of Health official

in a regional branch.

Table 3.7. Sample of key informants

Position Job/ position/ other circumstances n
Members of Parliament Commission for Health care and Sport, representing the | 3
main political parties in the Parliament, Sofia
The Head of the Bulgarian Professional association, Sofia 1
Physicians’ Union
Director and deputy director | The Centre for Public Health, Ministry of Health, Sofia 2
Programme manager The WB resident mission, Sofia 1
Physicians and a nurse Actively involved in labour union activities, Sofia 2
Physicians Involved in consultation on policy documents, Sofia 3
Physician/ director Private insurance association, Sofia 1
NGO Bulgarian Women'’s Union, Association of the Disabled 2
Students, Sofia
NGO (state run) Agency for International Aid, Sofia 1
Medical director Elite state facility, Sofia 1
Medical directors State sector and private, Varna 2
Economic directors Polyclinic and of Higher Medical University, Pleven 2
Deputy dean Higher Medical University, Pleven 1
MoH official Regional office of MoH, Pleven 1

Data from the key informants were used only as background information and were not
integrated with the rest of the analysis, mainly because the response rate among officials
from the Ministry of Health and other governmental institutions was extremely low (one
interview of eight approached). Thus, many key decision makers in health care financing
reform were not represented. The low response rate probably reflects the timing of the
interviews (just after parliamentary elections in April 1997), when major changes in the
previous social sector policies were in the pipeline, but not yet announced, and many
officials were unwilling to express views that could contradict later policies.
Paradoxically, in this post-election situation, users, physicians and key informants who

did respond were much more willing than expected to discuss existing policies.

80



Stage C: Quantitative component

Quantitative methods: overview of features

The quantitative element of the research sought to collect data using a larger sample;
generalise findings to a larger population; and identify groups that justify in-depth study.
The method used was a representative survey supplemented, when appropriate, by

official statistical data. This section will summarise the features of the quantitative

methods.

Quantitative research has the advantage of providing standardised data that can be used
as a baseline for future comparisons. The survey collects data on the research topic

among a larger sample and thus obtains generalisable and comparable results®.

In a fully-structured interview schedule, unlike semi-structured interviews, questions
cannot be discussed, rephrased, and re-ordered. There is an unnatural communication as
the interviewer is just posing a set of questions for the respondent to answer. The
questions are pre-established, with a limited set of response categories. Some authors
suggest that the respondent plays a subordinate role and the interviewer is in control of
the situation'®. The pace of the interview is controlled and the questionnaire is followed
in a standard manner in stimulus-response format, with no deviation from the wording

and a neutral role for the interviewer™".

Among the limitations of the quantitative method are potential sampling biases and non-
sampling errors, such as response bias (misreporting due to misunderstanding of the
questions' wording or questions having different meanings in different cultures), and
poor recall; and contextual bias caused by the interviewer’s gender or presence of
others''. The interpretation of variables can be distorted when operationalised in a
survey® and there might be difficulties in addressing sensitive topics. Slight changes in

the wording or in the order in which questions are asked may lead to different or

superficial responses'™ , reducing reliability.
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Survey

The survey was the main source of comprehensive and manageable data (Box 3.5).

Box 3.5 Survey: summary

Interview type Face-to-face, fully-structured interviews
Respondents Population of Bulgaria

General Universe: 8,340,900 people (31 December 1996)
Sample size 1550 main interviews and 3,204 with the rest of the household
Sampling procedure Double-stage randomised sampling
Settings The territory of Bulgaria; May 1997
Topics Survey questionnaire in 5 sections:

1 Household description
2 Health status
3 Expenditure for health care and ability to pay
4 Willingness to pay, values and attitudes
5 Demography. Socio-economic status and income
Aim Main research instrument addressing the research objectives

Sample

The national survey of 1,550 Bulgarian households (1,550 principal and 3,204 additional
respondents) sought to be representative of the population of Bulgaria aged above 18.
The sampling frame was the electoral register. A two-stage random cluster sampling
procedure was used. The clusters are the electoral sections in Bulgaria, which are the
primary population groupings used in elections. The number of people registered in each
section is between 200 and 800. The sample was drawn from the Central Register

(computer centre) from the register prepared for the Parliamentary elections of 19 April
1997.

In the first stage of the sampling procedure, 200 clusters (electoral sections) were
randomly selected with probability to be selected corresponding to size. In the second
stage, 11 respondents were randomly selected in each cluster, among whom 8
respondents were to be interviewed (8 respondents in 200 clusters plus 600 in reserve).
The planned sample consisted of 1,600 respondents (8 X 200). In 387 of cases (18%)
interviewers had to use reserves within a cluster. The reasons for non-response were
mostly respondent’s long absence from home (business trip, military service, emigration
etc), incorrect or changed address, or severe disability. Only in 48 cases was substitution

made because the respondent refused to be interviewed. The response rate was 97% of

the planned sample (1,600), due to the large reserve pool.
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Although the survey used an existing and validated sampling frame obtained by the
Central Statistical Office in Sofia and the overall sample was relatively large, the small
size of certain groups reduced the power to detect significant differences. Furthermore,
although a quite close match, the sample was not entirely representative of the Bulgarian
population.  Ethnic minorities appear to be under-represented although this is
complicated by what is believed to be their under-registration in the census. Women and
pensioners were over-represented as were, to a lesser extent, the divorced, although their
numbers were likely to have risen since 1992 (Table 3.8). With these limitations,
however, the sample is a fairly accurate representation of the Bulgarian population, as far
as can be assessed from published data. The average of 3.1 persons per household was

comparable to the official figure of 2.8.

Table 3.8. Characteristics of sample and of the Bulgarian population

Characteristic Sample (1997)  Population

Male 42.7% 48.9% (1996)

Female 57.3% 51.1% (1996)

Age 20-39 32.4% 36.6% (1996)

Age 40-59 34.3% 35.0% (1996)

Age 60 + 31.1% 28.5% (1996)

Married 68.5% 73.9% (1992)

Divorced/separated/ widowed | 18.1% 15.1% (1992)

Single 13.3% 11.0% (1992)

Pensioners 37.1% 29.1 (1996)

Urban population 69.4% 67.6% (1996)

Rural population (1993) 30.6% 32.4% (1996)

Ethnic Turks/Bulgaro-Muslims | 7.4% 8.3% (1992); other estimates: 9-10%
Roma population 3.2% 2.6% (1992); other estimates: 3-5%
Unemployment 12.8% 13.7% (1997)

Sources.: Statistical Reference Book, Bulgaria 1992 & Bulgaria 1997, Central Statistical Office,
Sofia, Public Health Statistics Annual, Bulgaria 1996, National Centre of Health Information,
Ministry of Health, 1997, Sofia, Bulgaria

Survey: design and organisation

The survey involved face-to-face interviews using a structured questionnaire. The first
versions of the questionnaire (1996) drew on existing instruments such as the World Bank
Living Standard Measurement Survey (LSMS), the English Health Survey and several
smaller surveys; on previous knowledge and tentative exploration of new directions. At
the beginning of 1997, the questionnaire was constantly modified to reflect insights from

the qualitative interviews and focus groups. The questionnaire was updated again, in line
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with observations from pilot interviews conducted three weeks before the start of the
fieldwork.

Face-to-face interview is the option most commonly practised in Bulgaria, having the
lowest refusal rate compared to self-administered and postal questionnaires. The
interviewers read the questions and the response options to the respondents and recorded
the answers on a standardised schedule according to a coding scheme. Maier'® maintains
that the “survey design should ensure that the same questions are asked of all
respondents in exactly the same way.” Theoretically, it is assumed that if questions are
phrased correctly, all respondents will understand them in the same way'?”. In practice,
more detailed explanation was required by some elderly people or those with low

education.

The main respondent in each household provided information at both individual level
(health expenditure, willingness to pay, attitudes, and individual experience of treatment),
and about the household as a whole (income, assets). The main research unit was the
individual due to the lack of a sampling frame of households in Bulgaria, although their
experience could be placed in the context of household circumstances. Thus, monthly
household income was used as an explanatory variable because the household is usually
assumed to pool resources and act as a simple decision-making unit. Household income
1s not simply a sum of its members incomes, but has added value and can offset
expenditure by mutual help and informal exchange. As in the 1995/6 Bulgarian LSMS,
household was defined as "all people who partake of the incomes and share the expenses
of the household; live in the same home; and have not been absent from it in the last
three months"®. Several families living together permanently in the same home
constitute a household if they have a common budget. Nevertheless, Seely et al.'® argue
that to understand decision-making, allocation of resources, coping strategies and power

relations within the household, the focus should be on the individual rather than on the

household.

Once the main respondent was interviewed, all other household members were identified
and interviewed using a short supplementary questionnaire focusing on individual
experience. Interviewing all household members often required more than one, an average
of two, visits by interviewers. In each household, up to three attempts to interview the
main respondent were planned. If a household member was absent or unable to respond

due to poor health, old age, or illiteracy, another was asked to supply information on their
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behalf. In some cases, the proxy reporting improved the accuracy of data obtained'".
The importance of recording who reported on whom in the household was stressed
during interviewers' training,

Other studies use self-completion forms for individuals above 18 (the Health Survey) or
entirely proxy reporting where one respondent provides information for the rest of the
household, thus revealing the group’s perception of the individual problem and collective
coping strategy' (1995 Bulgaria LSMS). The possibility of using such approaches to
reduce costs and improve data accuracy was considered, but qualitative research suggested

a risk of producing unreliable and incomplete data.

Responses to the questionnaire were based on recall. Although the diary method
(respondents recording daily health problems, expenditures etc.) may be more accurate'’,
infrequent events (hospital use) would be underrepresented'”’. Recall bias may occur as
severe symptoms are remembered longer than mild ones and infrequent physician
consultations more than frequent ones'. Cannell et al."® report that people’s ability to
remember stays in hospital was related to the length of time since their discharge, the
length of their stay, the level of threat of the illness and whether or not they had surgery.
Grootaert and Cheung'” note that ‘important biases can result if one derives spending
patterns from short survey periods’, due to the influence of socio-demographic
characteristics, seasonal income and expenditure patterns, although these effects tend to

be neutralised in larger samples.

Although many studies use a recall period of two weeks, in order to capture a sufficient
number of cases it was decided to use four weeks for outpatient care and one year for
episodes of hospital care. The four week recall period was determined on the basis of a
small telephone survey to establish the level of illness and consultations in the previous
month ('Have you, or anybody in your household been ill in the past month? If yes, did
you go to a doctor?'). 30 people were selected at random from the telephone directory in
Sofia and contacted over the telephone, with one refusal. 13 respondents reported acute
or chronic illness in the past month in their household, with 9 consulting a physician. Of
the rest, 5 had been ill in the last three months, all of whom saw a doctor. Thus, 18 out of
30 people had experienced illness recently, and could be further interviewed about health

expenditure. This suggested that an illness recall period of four weeks was adequate.

The principle of anonymity was maintained because the survey questionnaire collected

personal data on income, assets and expenditure. Respondents were differentiated by a
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coding system. It was essential to gain the respondent’s confidence in the beginning and
explain the need for their co-operation. This was stressed to interviewers and practised
during training.

The questionnaire was prepared initially in English, subsequently translated into
Bulgarian, then independently translated back into English and compared with the
original. It was adapted in parallel with the qualitative research. Careful wording of the

questions was essential, given the sensitivity of the issues, and it was piloted extensively

in the in-depth interviews.

The survey was conducted May 10™-31" 1997, in what could be considered as a
relatively favourable atmosphere in Bulgaria. The economic situation had stabilised after
the crisis of January-February 1997, and a currency board had been established under the
terms of an IMF loan. The survey was carried out in the aftermath of the Parliamentary
elections, when the political climate had stabilised. In addition, there were no major
health care reform debates, which could have influenced public opinion, around the time
of the survey. However, reported past health expenditure and income, as well as
estimates of ability to pay in relation to income and wages, should be treated with some

caution due to the previously high level of inflation and unstable currency.

The survey was conducted in collaboration with Vitosha Research, a leading social
research agency in Bulgaria. Only two other agencies had the capacity and previous
experience in undertaking large-scale household surveys (Balkan British Social Surveys -
Gallup, the Institute of Sociology). Vitosha Research, the social research wing of the
Center for the Study of Democracy in Sofia was selected on the basis of their well
established national network of interviewers, record for accuracy in data collection, and
competitive rates. The responsibilities of the agency, as defined in the contract, were
provision of the sample, printing of questionnaires, interviewing (one or more Visits),
logistics (travel expenses for interviewers etc.) and data entry. Some assistance was also
provided with coding of open-ended questions, and with organisational aspects of the
training, piloting, and fieldwork supervision. They were not involved in the design,
translation or adaptation of the survey instrument, in interviewer training, or in data

analysis. My active involvement, to address emerging issues, was required at all stages of

the survey.
Vitosha Research's national interviewer network consisted of 28 regional teams

corresponding to former district centres, each headed by an experienced supervisor. The
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supervisor was responsible for interviewing, resolving specific issues during the field work
and providing feedback to the headquarters of Vitosha research in Sofia. All interviewers
had significant experience in survey interviewing. In preparation for the field work, a one-
day training session for supervisors was held in May 1997, they were then responsible for
training interviewers in their area. Although the training was intended mainly for
supervisors, many interviewers also attended. At the training session, the survey
methodology, specific characteristics of the questionnaire, sampling and other matters
related to field work, were discussed. The training was conducted by myself, in
collaboration with the field work manager from Vitosha research. All interviewers were
provided with written instructions and show-cards. During the field work the supervisors
were instructed to give no more than two clusters to each interviewer in order to prevent

fatigue and hurried interviews.

Questionnaire

The survey collected data on a range of variables related to ability and willingness to pay
for health care, lifestyle, health status, household income and socio-economic status, health
services utilisation, total expenditure for health care (including informal payments), and
attitudes to possible means of financing. The questionnaire consisted of several sections

which will be reviewed briefly below:

The household description (“roster”, section A) employed by the Living Standards

Measurement Studies has been simplified, as Bulgarian households are generally smaller
and of simpler composition than, for example, households in sub-Saharan Africa®®. The
roster included questions on identification of the respondent within the family, their sex,
age, education, marital status, occupation and health status, and the total number of
household members. There were also several questions regarding intra-household
decision-making patterns. The analysis relies mainly on socio-demographic

characteristics of the respondent, and except for income, does not incorporate household-

level data.

The section on health status (section B) addresses the general self-reported health of the

respondent in the past 12 months, presence of a limiting long-standing health problem,
and number of episodes of illness in the past year. The last episode of illness was fully
described, recording the timing of its occurrence, type of disease, and patterns of illness

behaviour. Each consultation in the course of the last illness was described in terms of
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type of facility or staff visited, and medication taken. This section explored whether
some demand, for either services or drugs, has been deterred, and why. The last
consultation was explored in detail: the user’s choices (of public/private facility, of
physician, of place); actions of the providers (interventions, time spent); and user
satisfaction with different elements of the service. In this section, some life-style factors

were explored (smoking and drinking), as well as some attitudes (to staff income).

In Bulgarian, terms such as "illness", "health problem", "episode of illness",
"consultation" and "treatment" are often synonyms or translated to the same word. Thus,

more descriptive phrases had to be used, inevitably leading to lengthier questions.

Section C sought to describe the expenditure for health care and ability to pay. Health
expenditure is defined as everything spent on health care including payment for services
(formal and informal), travel, medication, consumables, procedures, food, nursing
services and hospital admission. Informal payments are defined as transactions (cash,
gift, gratuity) between a patient and a health care professional for services or items that

are officially free of charge in state health facilities.

The survey sought to estimate the overall cost of the last illness episode involving
contact with health professionals, in the public and private sector. This includes direct
payments for services (both formal and informal), travel costs, loss of time, reduced
wages, practical difficulties, stress and missed opportunities. Respondents were asked to
give a monetary equivalent to gifts they had made, or activities they had to forgo. The
lack of reliable statistics in Bulgaria have so far limited analyses mostly to governmental
expenditure. Existing data from official sources and other surveys was used for
comparison and for validation of survey results. The survey instrument alone could not
capture all these type of costs (non-monetary gratuities, favours, exchange of services, of

information, of contacts), requiring use of qualitative methods.

Questions on health expenditure in the current survey are asked individually for precision
but support between members and collective decision-making are assumed. Cumper'®
points to the difficulties in measuring health care received by the households, because a
“household is generally a kind of social unit within which contractual relationships like
those between buyer and seller do not apply”. Cumper'™® also distinguishes between

direct expenditure on health care, and other activities indirectly benefiting health.

Expenditure outside the health care system is not considered here.

88



Demand for private services was also explored. Given that treatment in the public sector
is also likely to incur costs, factors such as quick access to services, choice, or perceived
high quality may shape the decision to seek private care. However, qualitative research
is essential to establish whether people seek private services to receive luxury extras, or

because treatment is unavailable to them in the public sector.

The survey also collects data on loss of wages due to the last treatment, and the
opportunity costs of time, especially when leading to a loss of income. These
dimensions are difficult to quantify in Bulgarian circumstances. Most employees are paid
on a monthly basis, the procedure for calculating sick leave is complex and opaque, and
some loss of time to illness can go unreported, meaning that the response is likely to be
unreliable. Whether a medical certificate had been issued was used as a proxy measure

to estimate loss of income.

The survey also attempts to measure the scale, size and some characteristics of informal
payments. Informal payments are examined not only in the context of other expenditure
for health care for the last treatment, but also for any occasion in the past ('ever’).
Measuring informal payments in a survey is complicated when gifts (home-produced in
rural areas), in-kind gratuities or exchange of services are involved. Over-emphasising
the monetary equivalents of payment could distort the picture, ignoring complex
relationships between patient and physician and the social status of the medical
profession. Qualitative techniques tended to yield more information on the nature of

informal payments.

Willingness to pay (section D) is broadly defined as the amount (in real terms or as a
percentage of income) that people are prepared to spend for health care (if at all), under
different scenarios such as fee-for-service, compulsory insurance and tax. These are

measured through a series of direct and indirect questions.

There were difficulties with the design of the questions on willingness to pay due to the
novelty of the issue and its sensitivity. It was expected that this section might have a
lower response rate, although this did not prove to be the case. Abel-Smith and Rawal®
reported that respondents did not hesitate to answer questions about willingness to pay in
a situation of free health services in Tanzania. Still, the questionnaire poses a
hypothetical choice. If official charges or social insurance are implemented or more
openly discussed, the attitudes expressed may be contrasting. The structured format of

the interview could not capture completely the spectrum of beliefs and attitudes among

89



the public. Thus, the in-depth interviews and focus groups were intended to capture
more subtle nuances. Open-ended questions were used as one method to measure
willingness to pay for particular services. Respondents were asked how much they
would pay for a range of services, including out-patient consultation, operation for
appendicitis, a one day stay in hospital, childbirth, attendance by a physician and full
insurance.  During the preliminary data collection, it was observed that many
respondents, having paid out-of-pocket user fees or fee-for-service private care, were

aware of approximate prices of health services.

In the first version of the questionnaire, respondents were presented with several
scenarios, simplified descriptions of several financing models, followed by questions
about that model, and, at the end, were asked to compare all of the models. After some
in-depth interviews this was modified, when it became clear that the results would be
unreliable, because the information was insufficient to give respondents a clear idea
about the model®. For example the practice of health care insurance funds, part of a
historical tradition in the Czech Republic, is less familiar in Bulgaria. It was very
difficult to provide short and simple, but adequate, scenarios describing financing
arrangements. At the same time purely open-ended questions were inappropriate since

the respondents were unfamiliar with the alternative options for health care financing.

The final version of the questionnaire was based on defining the generic characteristics
and principles underlying each finance method and assessing them in turn. This
approach explores under what combination of conditions people are most willing to pay
(type of scheme, health facility or treatment, timing of payment; institution (or person) to
whom payment is made etc.). Further analysis will show which methods for health
financing are close to this “ideal type”. Validation with secondary data was done
whenever possible. In order to avoid bias through respondents giving “socially
acceptable” answers; avoiding extremes in the response scales; or simply choosing the
last option heard; value statements to be rated were read in a different order to each
respondent (a “rotation” technique).

One of the main aims of the survey is to measure socio-economic status, income in
particular (section E) and then use it as an independent variable to explain ability and
willingness to pay. Measuring income in transitional economies is difficult and requires a
combination of approaches. One approach recommended by the World Bank, and used in

the LSMS, is to measure consumption and compare it with income. Abel-Smith and
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Rawal* found that in Tanzania questions on average weekly expenditure was a more

valid measure than questions on annual income, which was difficult to estimate.

Rose and Makkai® report that due to high inflation in the CEE countries, many economic
transactions are non-monetized, “cash-in-hand”, or through use of political contracts.
Therefore, monetary income does not give a full picture of the households’ resources in

maintaining their standard of living.

There are many difficulties in measuring consumption, however, such as assessment of
non-monetary assets and informal exchange of services and goods between households.
There is a section on consumption, with detailed break-down of expenditure on food, tax,
rents etc. Non-monetary and in-kind income, capital assets, and savings were all
recorded. In order to provide a benchmark, the supervisors were asked to record the prices
of the food products listed in the consumption section at two shops and one market locally.
This direction was not further explored in the analysis. However, any charges or
premiums for health care are likely to be paid out of cash income in a future finance

model.

This research seeks to determine income by several means. Firstly, income is recorded by
directly asking respondents for the size and structure of their household income. Mclntyre
considers household, rather than individual, income to be a better indicator of how
individuals live “in a nearly universal two-earner culture”'*®, Secondly, respondents were
asked to select the group (given 16 income brackets), in which the income of their
household falls. Thirdly, they were asked to assess the financial situation of their
household in the past month. The self-perceived financial status is a subjective measure,

but it could underpin household choices and thus willingness to pay.

The survey intended to estimate socio-economic score drawing on ESOMAR indicators'
and the World Bank’s Living Standards Measurement Studies® techniques in order to
include consumption, assets, lifestyle and other proxy measures. However, taking account
of household reserves in assessing well-being is beyond the scope of this research.
Estimating the weights for each indicator towards household resources and valuing of
assets could be further studied.

Thus, in this study, ability to cope financially with illness might be underestimated, as
households often can mobilise additional resources from extended family or social

networks. Informal support appears to be an important coping mechanism in Bulgaria. In

91



a representative survey'', 85% of respondents stated that they, or other members of their
household, have helped friends or relatives. Although, only a very few cases (1%), were
paid for it, 55% of cases received help in exchange. However, in Bulgaria, selling assets
to add to disposable income is not always possible (as in the case of land) or easy, due to a
small market for second-hand goods, thus overestimating the overall ability to pay. For
this reason, although this study collects information on assets, only monetary income will

be included in the analysis.

There was a marked unwillingness to answer questions relating to personal income, or
assets, especially in urban areas. When asked to assess their personal financial situation,
there was an ambiguity as the personal standard of living was perceived as relatively good

for Bulgaria, but not in comparison with the western standard of living.

Quality control

Several control procedures were applied to verify the accuracy of the questionnaires.
During the field work, each supervisor cross-checked about 25% of interviews (total of
300 of sample) with the respondents, verifying that the interview took place and key
questions.  Furthermore, interviews by the same and by other interviewers were

compared.

Most problems involved incomplete data or technical errors, many of which were
corrected subsequently. Among the reported reasons for data gaps were difficulties in
finding respondents at home in the villages due to seasonal agricultural work; people in
villages or with primary education only, not understanding the questions; inability to recall
the exact circumstances of past illness and incurred expenditure; or the interview being too
long.

After the interview schedules were returned to the main office of Vitosha research in Sofia,
a detailed consistency check on all interviews was performed by a team of experienced
supervisors and myself, before data entry. The check addressed whether the instructions in
the questionnaire (filters etc.) were followed correctly, whether there was a logical match
between some related questions, and checks of data accuracy when it was possible to do so
e.g. size of settlement and coding of the open-ended questions. Consistency of answers
was assessed by comparing answers to similar questions, or by asking different questions

about the same event. In many cases, technical errors could be corrected, for example,
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data on the size and type of settlement, and place of residence, could be checked and

corrected.

Stage D: Data analysis

Qualitative analysis

The qualitative data analysis relied on the grounded theory approach?. It is applicable to
this research for the following reasons: a) it is inductively derived from the data and does
not rely on pre-existing theory; b) it is aimed at less known phenomena; c¢) it is a rigorous

method for analysis of qualitative data.

During transcription and the first reading, a memo was created. This listed initial
themes, ideas, impressions, rough groups of themes and logic emerging from the text, as
well as especially typical or key phrases. A list of preliminary broad categories and
themes to be further explored in the analysis was compiled, based on the first memo,
previous research evidence (from Bulgaria and elsewhere), informal interviews,
documentary analysis and intuitive observations. The qualitative data was relatively
structured due to the need to maintain a close link with the survey data. Some broadly
defined categories were established in advance, but most were purely data-derived. The
analysis sought to confirm the pre-determined categories in the data. This list was used

as the starting point in the analysis.

The next analytical stage involved open coding and refining the initial list of general
categories to include more precise categories, which involved assigning conceptual labels
to data having common characteristics and representing "a class of objects or events"'%,
The concepts describing similar phenomena were then grouped into more encompassing
categories (Level 1) and their characteristics and dimensions developed into more
detailed categories grouped under them (Level 2) (Table 3.9). Identification of a category
was based on clear criteria, to distinguish from others'®. Each broad category has key
words which were used to define the second-level categories. Most categories were
inclusive where more than one category could be assigned to one data unit. Thus the
more general category included: attitudes to the Bulgarian health care system, and to the
health care reforms; attitudes to the tax-based model and experience at health facility
level; attitudes to informal payments; attitudes to alternative financial models such as

legal user fees, voluntary insurance, and compulsory social insurance; and finally,
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willingness to pay, in general, and under particular health financing models. The attitudes
towards certain phenomenon (health financing) and the actual behaviour (experience at
facility level) have been assigned to separate categories to allow comparison between

attitudes and actions. Constant verification against primary data was needed.

Given the large volume of collected material and the broad spectrum of topics covered,
selective coding was applied”. Initially a broad focus was identified, without excluding
alternative directions of analysis. After the categorisation was complete, a core category
(central phenomenon to be studied) was selected and placed in the centre of the analysis.
A few key categories closely related to the core category (the preference for a financing
option) were further refined through creation of sub-categories, their links with the core
category explored, and secondary themes organised around them. Key relationships
(causality, consistency, opposition, explanation) between major categories were
explored'”.  Such main themes were, for example, actual experience of payment,
frequency of illness and use of services. Other categories were integrated around the

core category in order to avoid data fragmentation.

When analysing the preference for a health financing model as a core category, two
procedures were followed (Figure 3.2). In the first (axial coding), rather than asking
respondents to choose directly between financing models which were not entirely
familiar to them, their views were tested on certain characteristics such as affordability,
method of payment under a particular model, institutions involved, and administrative
arrangements. Preferred characteristics were clustered and superimposed to establish
preference for a model (e.g. respondents whose combination of answers suggested
features of a national insurance scheme). A related procedure was to establish preference
for a model in terms of particular dimensions (e.g. best model in terms of transparency).
Once it was found that a certain feature of a model was deemed to be universally
important (e.g. accountability), it was explored for each of the other models. Inevitably,
certain models may be rated high on transparency but low on, for example, affordability.

However, this made it possible to draw conclusions on awareness of, and preference for,

each model.

A second way to establish overall preference for a financing model is to ask directly.
Thus, respondents had to make decisions on balance of the above assessment of the
characteristics of each method. Therefore, the first approach compared dimensions of

financing options, and the second, overall models.
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The analysis sought to distinguish between a phenomenon, its causes, the context,
processes, actions and events, their consequences, strategies, and relationships.
Maintaining the link between data and their context during the analysis was seen as
particularly important, as contexts can explain actions and their implications. The
analysis started with a range of initially generated categories and returned to data in order

to confirm and verify categories ("holistic" approach'®).

Figure 3.2. Analytical procedures

INDIRECT CHOICE :
control, accountability,

existing system: transparency, suitability new financing
atex [T efc.T T options:
b.some official fees

oy DIRECT CHOICE alegal user fees
c.informal payments > b.social insurance
d.fee for service c.voluntary insurance

» User payments > Understanding
Experiences [ Knowledge
»Need & demand ¥ Ability to interact
> Assessment > Expectations
Attitudes [ Attitudes [
> Willingness to pay > Willingness to pay

The main axis of analysis was comparison of the perceptions of physicians and patients.
A secondary axis was a comparison of different groups of patients (e.g. income groups,
groups with contrasting values). Most data were collected in Sofia, not allowing for a
meaningful comparison with the countryside. Due to the unfamiliarity (and in some
cases, sensitivity) of the topics, there is a need for a more investigative approach,
including analysis of logic, language, and particular circumstances. This was beyond the
scope of this analysis.

The data analysis followed a clear plan and the main steps, research questions and
techniques used were documented. The techniques used were asking questions, focusing
on key words or "typical" interviews, free association; and comparing phenomena and
incidents described by the respondents, as suggested in the literature® ', The patterns of
relationships between data were explored. Using bigger data units (events, stories rather

than words or phrases) was more meaningful given the large size of data. In many cases,
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frequencies of cases in each category, and of links between categories, were also

estimated, in order to identify prevalence and variations within the data.

Coding was first produced on hard copy, then the most typical data units within each
category were imported into a spreadsheet, allowing for easy comparison. Each excerpt
was indexed with the interview code to allow an easy link with the original interview
context. In coding, simple generic abbreviations were used for the first level categories,

more descriptive ones for the second-level categories.

Quantitative analysis

Survey data were analysed, firstly by exploring univariate distributions of key variables,
and secondly by multivariate regression analysis to identify significant relationships
(Figure 3.3). Explanatory socio-demographic variables were selected on the basis of their
importance in other studies. Age, income, and education seem to be predictive of a wide
range of attitudes and behaviours in Bulgaria, while the size of household is not of the
same importance as it is in some developing countries with large household sizes. The
dependent variables depend on the particular question being asked and include measures
such as self-reported illness, health services utilisation, ability to pay, attitudes and
beliefs, and willingness to pay. Such analysis seeks to describe the 'user perspective': the
likelihood of different socio-economic groups to be ill and to receive treatment,

affordability of services, and preference for health care financing schemes.

Figure 3.3. Model for analysis of ability and willingness to pay

Independent variables Dependent variables
« Age Health
+ Income
Utilisation

+ Education

+ Self-perceived — Financing options:
Ability to pay users' perspective

1
LA

financial situation

+ Marital status > Attitudes & beliefs

+ Type of settlement

+ Self-reported health ‘——_T Willingness to pay
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Table 3.9. List of categories formulated and used in the analysis

15T LEVEL CAT-S: General attitudes to the Bulgarian health care system

2"° LEVEL CAT-S

Criteria for assigning

Strengths and weaknesses

‘Objective’ assessment: respondent as an observer (positive/ negative; optimistic/ pessimistic)

User and medical staff satisfaction

‘Subjective’ assessment: respondent as a participant (client/provider)

Inheritance & reform

Got worse/better; reform is slow/quick; changes

Information

Interest/actual knowledge; active/passive; sources

Physicians' motivation

Factors; shift: before/ after 1989

Physicians' social status

Factors; shift: before/ after 1989 <prestige?>

Stakeholders' contribution (politicians, experts,
physicians, users

Trying to do their best / not enough
Users: cash/gift contribution; health awareness; compliance with treatment

Health sector in relation to other sectors (wider

economy/ politics/ ecology/ manufacturing
/services/ business)

Relationship (linear/ consensus). Comparison of salaries/ importance (for public, policy-makers) /
prestige/ user willingness to pay

41sT LEVEL CAT-S: General attitudes to he

alth care reform

2N° LEVEL CAT-S

Criteria for assigning

Awareness of reform direction

Interest/ knowledge of main views; active/passive; sources

Stakeholders in reform

Who: administrators, politicians, doctors, public

Opposition to reform

By whom/ how

Political consensus

Politics & health reform; consensus (possible/not); predominant sides/views; collective action of
physicians (positive / negative)

Learning from experience

Keep national characteristics/ lessons from EU/ other systems

Scenario: respondent as policy maker

Necessary reform steps

1sT LEVEL CAT-S: Attitudes to tax-based model (TBM)

2N° LEVEL CAT-S

Criteria for assigning

TBM: understanding of principle

Budgetary; state control and allocation of resources; payroll tax

TBM: “Free”-“paid” health care

Understanding the principle (“free” only at the point of use); state-provided/ fully private; contradictions
(free at the point of use-conditional on UCP/fees)

Values (should be done) /practicality (could be done)

TBM: spending on health care

Health care budget: in/sufficient; source of revenue; diversified for separate health facilities

TBM: winners and losers

Physicians/ users (disadvantaged etc.)
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TBM: fairness

In/equitable treatment (in polyclinics/hospitals)

TBM: impact on quality of services

Quality of services, staff incentives; supplies

TBM: overall assessment

Strengths and weaknesses; need for reform: why? by whom? (un)realistic

1ST LEVEL CAT-S: Experience at health facility level (HF)

2"° LEVEL CAT-S

Criteria for assigning

Overall impressions

Financing, motivation, attitude; problems in obtaining & delivering services; quality;

Self-financing practices

Extrabudgetary revenues from fees: drugs, materials, food, admission and UCP; resources to collect
fees/ manage fees

Financial independence of facilities: managerial savings; bigger budget

Motivation and behaviour of physicians

Actual/ideal; determinants; incentives

Physicians' income

Salary in/sufficient (in comparison)

Options for additional income (UCP, private sector) in Sofia,small towns/villages; type of health facility;
type of service '

Scenario: a typical visit

What/how/why/when/how easy

Health awareness

Education; culture; value of health

Discrimination between users

Based on income/ network membership

Quality/ success of treatment

Determinants: monetary/non-monetary: income/ /social status; expected service, other relation

Patients' empowerment

Options if (dis)satisfied (arguments, complaint); actions and consequences

User expenditure for last visit

Size and type (drugs/ travel, gifts)
Affordability: from salary, savings, loans etc.

1s

T LEVEL CAT-S: Attitudes to informal p

ayments (IP: user fees and under-the-counter payments)

2"° LEVEL CAT-S

Criteria for assigning

IP: understanding of principle Knowledge/understanding (how many?)

IP: characteristics Size, type, meaning, timing, way of giving, in/voluntary, counterparts, beneficiaries

IP: functions Gratitude, request, politeness

IP: WTP Circumstances (for what/how), determinants

IP: determinants Income status of users

IP: prevalence How common? Culturally determined, tradition, economic reaction

IP: attitudes Acceptability (in what cases?)

IP: before and after 1989 Changes in size/ type/ meaning / timing etc.

IP: impact For physician income / for patient

IP: actual experience Last visit/ever given; money/gifts; circumstances (for what; how); size, type; future action
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| IP: policy options

| Ban / legalise-fact / regulate / ignore (pros and cons)

1sT LEVEL CAT-S: Attitudes to compulsory social insurance (CHI)

2"° LEVEL CAT-S Criteria for assigning

HIS: understanding of principle Knowledge/understanding; people/ state responsibility

HIS: size of premium Affordable % of monthly income

HIS: trust Dis/trust; in stability/control/ revenue management

HIS: differentiation of contribution Un/equal for different groups

HIS: collection and handling of funds Who? Government/ municipalities/ MoH/ NGOs/ co-operatives/ private organisations; investment of
funds, procedures for (democratic; delegation, control)

HIS: use of funds Health care only; social security; social benefits, etc.

HIS: unused contributions Health care only; use for dependants, withdraw etc.

HIS: level of funds National/ regional/ municipal/ professional/ enterprise

HIS: single/ multiple funds Centralised, single HIF/ multiple funds; competition

HIS: membership Compulsory/ voluntary; choice of fund; exclusion / inclusion of the rich

HIS/VI: preference for a company State /private /joint ownership /co-operative; Bulgarian / foreign / joint venture/ other

HIS: overall assessment Strengths and weaknesses

1sT LEVEL CAT-S: Attitudes to legalised user fees (UF)

2ND

LEVEL CAT-S

Criteria for assigning

UF:

understanding of principle

Knowledge/understanding

UF:

preconditions for introduction

Timing; for what? opposition/support from public / politicians/ doctors (which? why? for what?)

UF:

potential impact

For patients/ health facilities/ health care

UF:

spending of revenue

Bonuses for staff/ drugs/ supplying equipment

UF:

differentiation among patients

Equity (vertical and horizontal); differentiation: in needs, income, education, age, ethnicity

UF:

patients’ contribution

Who to be covered entirely/partially by the state? Higher prices/ tax for the better-off; to pay
percentage of their treatment, sponsorship, donations

UF:

exemption procedure

Individualised (feasible / desirable )

UF:

target groups of exemptions

Higher: frequent users; wealthier

Lower: elderly, disabled, young; with chronic conditions, children, people with merits to society
Special cases: smokers; alcoholics, criminals etc.

Priority treatment in state facilities

Groups as above/ those paying directly/ solidarity
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1ST LEVEL CAT-S: Attitudes to private sector (PS): fee-for-service payment and voluntary health insurance (VHI)

2N° LEVEL CAT-S Criteria for assigning

Understanding of principle Payment for what (for specific illnesses), when, to whom (insurers/ hospitals), employer's contribution;

other types of insurance: life or care insurance

PS: attitudes Strengths/ weaknesses of private sector, suitability; choice state/private: price, time, attitude

PS: differentiation among patients Equity (vertical and horizontal); different payment according to need, income, education, age, ethnicity

Public-private mix: attitudes Attitudes, functioning in parallel

Private sector regulation By whom (state, medical profession); to what extent?

Patients: private sector experience Visits; level of fees; attitude; future choices; physicians: starting private practice: risks, benefits
VHI: willingness to get insured Now/ in future; motivation

Trust in state/private; Bulgarian/foreign insurer

1sT LEVEL CAT-S: Willingness to pay (WTP)

2"° LEVEL CAT-S Criteria for assigning

Hypothetical choices: iliness of respondent/ Decisions on actions / type of facility (hospital)/ type (private)/ use of contacts/ fees/ gratuities/

child/close relative/ relative in hospital or insurance/ direct payment to physician

chronically ill

WTP: prioritising of factors Factors influencing WTP

WTP in hypothetical situations lliness of respondent/relative; admission to hospital, chronic, dental

WTP for specific treatments Projections / scenarios: spending of entitement on: consultation/ hospital stay/ operation/ childbirth/
physician on call/ full insurance/ subscription.

WTP: for child or close relative's treatment Scenarios: pharmaceuticals/ materials/ consultation/ bed/ food; pay to whom: directly to doctor, to

administration of health facility, to intermediary; when: single/monthly/each visit/ % of costs; in the end
/ beginning / during the treatment

WTP for ecology WTP (earmarked tax, for ecologically clean products)

1sT LEVEL CAT-S: Preference for a health financing model
2N° LEVEL CAT-S

Criteria for assigning

Preferred model: rating on a range of Transparency; complexity of implementation; acceptability for the public; providing guarantees, trust,
characteristics flexibility, choice, control

Financing options: overall suitability for Bulgaria | Suitability/ reservations. Best results - users/doctors

Preferred way of payment To physician/ administration/ HI company/ HI fund/ To state institution/ other

Preferred model: for respondent/ frequent users/ | User fee for each consultation/ monthly sum/ 3-5% from all expenses
infrequent users/ pensioners
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Methodological limitations

This study is subject to a number of broad methodological limitations.

* Existing data in Bulgaria is scarce, partial and unreliable, thus making it difficult to

validate the results of this study.

¢ Although the questionnaire draws on existing research instruments such as the World
Bank Living Standard Measurement Survey, the UK Health survey and the GHS, it
has been significantly modified to suit the requirements of this research and adapt it to

Bulgarian circumstances. Thus, it is not fully standardised.

* Difficulties in measuring income, purchasing power and expenditure are common to
studies of transitional economies® due to fluctuations in wages and prices, large
informal economy, and general underreporting of income (especially among wealthier
self-employed and private owners). Using monetary income as a predictor variable in

the analysis may have limited the explanatory strength of the research.

* The survey, while taking into account household characteristics, is essentially focused
on individuals, their experience of health and illness, expenditure and attitudes.
Although all household members were interviewed, data proved to be incomplete due to
logistic difficulties in having to make too many visits, or being unable to obtain coherent

answers. Thus, only data from the main respondent’s interviews have been analysed.

e Some limitations in measuring illness and utilisation may have occurred. Blaxter'?
notes that population studies can underrepresent serious illness, as those who are ill
are less likely to be interviewed (incapacity, being in hospital). Acute, chronic illness,

and treatment episodes were difficult to distinguish due to translation problems.

¢ Data from the qualitative study indicate the scale and nature of the issues, particularly
where the issues are sensitive or unfamiliar, but cannot be generalised.

Despite these limitations, this study provides new essential information immediately

relevant to health care reform in Bulgaria, which is presented in chapters 4-11. The next

chapter will examine critically the directions, process and challenges facing the reform of

health care financing in Bulgaria, based on primary and secondary sources.
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CHAPTER 4. HEALTH CARE REFORM IN BULGARIA
(1989-1999): A CRITICAL ANALYSIS

Introduction

This chapter will examine critically the process of health care reform in Bulgaria,
exploring the challenges faced and intrinsic contradictions. The main elements of reform
were described in appendix 2, here they are analysed in the light of the data collected as

part of the research.

The current chapter draws on two types of sources: first, on documentary analysis of
Bulgarian and international papers, official publications, media accounts, and press
interviews between 1993 and 1999; and second, on in-depth interviews conducted with

stakeholders in 1997.

Results

Contradictions in the Bulgarian health care system in the late 1990s

The Bulgarian health system is still, in theory, based on the Semashko model, established
in 1944-1989. Despite some important achievements, reform efforts have failed to
restructure significantly provision and financing of the health sector and to dismantle the
Soviet model of health care and its institutions. In the absence of coherent reform and
legislation, two processes have developed. Firstly, the health system has lost many of
the positive features of the inherited model. Secondly, under external and internal
pressures, the health care system has adjusted to the market environment. However,

these changes have led to a number of contradictions between the rhetoric and the reality

(Table 4.1).

The most fundamental achievement of the socialist health care system, contributing to its
popular support, was that it provided universal coverage for the population. The
extensive social provision, and the sense of security it created, made the system
politically legitimate. The 1991 Bulgarian Constitution and the Law for Public Health,
amended in 1991, reconfirmed the rights of all citizens to a comprehensive package of
health services, free at the point of use. Legalisation of private health care enabled
people to seek higher quality care while retaining access to the public system.
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Despite this commitment, in reality, universal entitlement was unsustainable. There was
a discrepancy between the entitlement to free health care and ability of the state to meet
the expenditure. The tax-based model could not raise sufficient revenue in the 1990s,
due to economic recession and inefficient tax collection related to a growing shadow
economy. The underfunding had catastrophic consequences for the health system.
Shortages of essential drugs, lack of basic maintenance and low salaries, led to
substantial reliance on extra-budgetary resources to prevent the collapse of the system.
The spontaneous introduction of user fees, legalised in 1997, and the growth of under-
the-counter payments introduced cost sharing mechanisms into the system. Although
fees were intended to cover only elective or luxury services, in many cases they
undermined equitable access to state-provided health care. These developments meant
that the formal right of citizens to universal and free medical care, guaranteed in the

Constitution, could not be exercised.

Table 4.1. Contradictions in the health care system in Bulgaria in the late 1990s

Official claims Reality
Universal access based on need —  Access based on ability to pay
Tax-based model, services free at the point —>  Use of extra-budgetary financing sources:
of use user fees, under-the-counter payments

Balance of supply and demand —  Declining and inadequate supply

Rising demand (high-income groups)

Falling demand (low income groups)

Centralised planning & control by the state —>  De-centralisation, but inadequate co-

ordination between center and regions
Regions accountable to central level

Minimal central control over standards
Horizontal and vertical collaboration —  Weakened collaboration

between institutions; and between clinical

practice and research

Emphasis on primary care and prevention —  Reduced coverage due to shortages
through polyclinics
Feeling of security —  Insecurity

While, formally, access to health care is based on need, in reality, in the 1990s, user
payments have undermined access to public care, which has been increasingly dependent

on the ability of the users to pay. Safety nets for the low-income groups were greatly
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reduced, with negative consequences for equity. The policy objective of maintaining
equal access to free health services in an atmosphere of falling budgets led to
deterioration in the quality of services, drug shortages and waiting lists. In effect, except
for emergency health care, no guarantees could be given that health services would be

received free at the point of use, causing insecurity among users.

The Semashko system claimed to achieve a balance of supply and demand through
centralised planning. Although health care costs have increased due to the import of
expensive technologies, wide use of brand pharmaceuticals, and capital investments,
supply continued to decline. Demand fell among lower income groups and rose among

the richest sections.

Another set of contradictions in the Bulgarian health care system related to the role of the
state. As elsewhere in CEE, health care reform has involved a re-definition of the role of
the state and re-thinking of the balance between collective and individual rights.
Bulgaria, like Slovenia and Estonia, constitutionally guarantees the right to collectively
provided health care to a larger extent than does the constitution of the Czech Republic,
which is most notable in extending individual responsibility’2. In Poland, there has been
a particular emphasis on maintaining equal access for the population during transition,

through a variety of entitlements and state guarantees (‘health security')’ %,

Bulgaria and the Czech Republic agree on the necessity of state functions such as
emergency services, public health measures, a package of basic health care, registration
of pharmaceuticals, control of medical technology, and health education'®. However,
there are differences in the degree of intervention they justify. In the Czech Republic,
state control is more residual, limited both through large-scale privatisation of facilities
and privatisation of responsibility for one’s health. Quality is monitored by professional

organisations rather than the state.

Theoretically, in Bulgaria, the state still retains a broader spectrum of inherited functions,
including centralised financing, provision, planning, control and leadership in the health
sector. In reality, the state monopoly in provision and financing of health services was
curtailed under political pressure, although this process has been less radical in Bulgaria
than in the Czech Republic’2. The resulting de-centralisation weakened state planning
and reduced the possibilities for co-operation between units. One of the managerial

weaknesses of the health care system in the 1990s is a lack of clear lines of
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accountability®.  Residual state control over the private sector is mainly through

licensing and taxation, and much less in price setting and quality standards.

Despite recent claims for renewed commitment to strengthening of primary health care,
the situation worsened due to resource allocation favouring hospitals, lack of political

support among stakeholders, and opposition from physicians' organisations.

The feeling of security related to the health care system was eroded by cost sharing,
corruption, shortages and the creation of a two-tiered system. In surveys of public
perceptions before 1989 the health care system was viewed as regulated, reliable and fair.
A 1997 survey" showed widespread feelings of economic insecurity, fears of
unemployment, crime, and political instability, and pessimistic views of the future, 60%
being dissatisfied with their standard of living and social status. Access to health care
was seen as determined by economic factors such as the ability to pay. Thus, 90% of
respondents were convinced that a poor person would not receive high-quality treatment.
43% stated that they cannot afford to buy the medicines they need and 80% thought that,
in case of serious illness, they would not be able to pay for their treatment. Another
source of insecurity among users is the poor information regarding health sector reform

and lack of opportunities for involvement.

In summary, the health care system in Bulgaria in the late 1990s, although still based on
the Semashko model, has developed a range of negative features as a by-product of

reform in other spheres of the economy.

Pressure for reform and reform pre-conditions

During the communist era, housing and health care were classified as services within the
state budget and as such they had low priority'®. As discussed in the introduction to this
thesis, after 1989, health sector reform was de-prioritised since it was assumed that
revitalisation of the economy would lead to immediate improvements in the health
system. Against a background of radical reforms in other sectors of the economy in
1990-1997, health care reforms were less visible to the public and to health care

professionals. This resulted in external and internal pressures to accelerate reform.

Among the external pressures for reform were the general economic recession and the
macroeconomic restructuring leading to declining government revenue at central and

local level. The health care budget in 1996 was 35% and in 1997, 50% of the 1990
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level*. Health care budgets were inadequate in the face of the need for capital
investments to sustain deteriorating buildings, infrastructure and equipment; demand for
new treatments and import of advanced technologies. Shortages of consumables were
especially acute. Although, until the collapse in 1996, the health care system appeared
relatively stable (compared to the massive collapse in agriculture and industry), the
subsequent crisis made more dynamic reform of health care a pressing issue. The extent

of the demographic and health problems of the population also exerted pressure for a

response.

There was also pressure from users to speed the pace of reform, in the face of the
expansion of unregulated user fees. Income fell as a result of currency devaluation,
unemployment; falling living standards; and exhaustion of reserves; and users became
increasingly unable to pay out-of-pocket. Thus many users came to see reform as highly
desirable. Attention was focused by media accounts and public debate deploring the

growth of user fees in the absence of insurance.

The negative attitudes towards the current health care system were illustrated by a
representative survey conducted in April 1995 among those aged 15+. The majority
(64%) of respondents assessed the state of the health care system as bad or very bad. The
situation in the health sector was viewed to be better only than that of agriculture and
manufacturing and worse than in culture and education. In the interviews undertaken for
this thesis, virtually all respondents shared the opinion that the health care system is in an
extremely poor state, in terms of material conditions, supply of pharmaceuticals and

overall quality of care.

Another set of pressures came from within the health care system. The poor motivation
of staff reflected poor working conditions and salaries (even when compared to the rest
of the public sector); lack of incentives for performance or opportunities to earn
additional income; and slow reform. Support for reform among health personnel was
generally widespread, but with some variation by type of facilities, settings, and type of
staff (Figure 4.1). The expressed commitment to financing reform is stronger among
physicians in the capital and in larger (teaching) hospitals and among privately practising
physicians. The incentives for change were lower for health administrators, due to fears

of losing their jobs, and among the auxiliary staff who did not envisage gain from further

reform.
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Figure 4.1. Motivation of interest groups in the reform process (1990-1997)

Source: In-depth interviews with stakeholders, 1997
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Physicians, through the Bulgarian Physicians' Union and other organisations of medical
staff, exercised strong pressure for reform and opposed the low priority given to health

care reform compared to macro-economic policy.

From their perspective, the major issues in reform are raising the status and income of
medical staff, by means of the introduction of a health insurance system and further
privatisation of in-patient health facilities. In general, health insurance is often seen as a
tool to achieve higher living standards for medical staff'. Compulsory insurance was
perceived as the perfect solution, achieving simultaneously higher income for
professional staff, obligatory patient participation, more budgetary resources, and
improved quality. The increase in physicians' income and performance-related payments
were also seen by patients as a means to improve incentives and clinical autonomy, and
thus, the functioning of the system. Physicians' organisations are also insistent that under

a national health insurance system, payment to staff should be fee-for-service, or in any

case, linked to performance.

Aims and objectives

Despite some important achievements, health care reform in Bulgaria failed to provide
sustainable and affordable health care for the population. One reason is that the reform
strategies were contradictory, with no clear logic. The objectives and priorities were not

explicitly formulated. No strategic programme was formulated prior to December 1995.
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In contrast, adherence to a set of clear and comprehensive policy objectives was a

decisive factor in the ability to implement health sector reform in the Czech Republic'?.

According to Borissov and Rathwell™ the main reform objectives in Bulgaria were:

1. Legalisation of private practice

2. Reform of health care management and financing (decentralisation and health Insurance)

3. Incorporation of new values into the health care system:
a) Rights and freedoms (pluralism, competition, information, choice and quality)
b) Shared responsibility for health (accountability under a health insurance system)
c) Priority setting
d) Efficiency
¢) A Health for All strategy
In practice, the focus of reform developments was on objectives 1-2 (mainly
decentralisation), and on 3e) (two Health for All strategies were prepared: in 1995 and
1999). The actual implementation of these objectives has faced significant political and
administrative difficulties. Other objectives were primary care reform and hospital

restructuring.

Ensuring accessible health care for the population in circumstances of a reduced budget
for health care was not seen as a priority. The reform objectives, as well as the actual
developments, indicate a limited role for user groups (appendix 2). Most changes

benefitted, directly or indirectly, medical staff, particularly physicians.

Disagreement on specific policy priorities in Bulgaria and their frequent modification
blocked the reform process. Successive governments were unwilling to engage in long-
term and potentially complex health care reform, with little continuity. Dialogue
between institutions and stakeholders was difficult due to an underdeveloped political
culture and inability to accommodate competing interests. There was no consensus on
the existing system and what should be retained. Well-targeted and balanced reform
objectives could have created a more broadly acceptable process. There are many
possible strategies for health care reform and there is a need to negotiate policy options

between stakeholders to create a "new social contract"'?® or "social pact"'?, rather than

one imposed by government.
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Reform process

The pace of health care reforms varied significantly across countries in Central and
Eastern Europe. It was determined by state priorities, political climate, overall dynamics
of transition, and support by stakeholders. In Bulgaria, the reforms have been slower
than elsewhere in CEE, notably the Czech Republic and Hungary, which implemented
radical reforms through “shock therapy”®. Poland also adhered to a strategy of gradual

accumulation of small-scale measures before a comprehensive re-structuring.

Health care reform began immediately after 1989, benefiting from a series of favourable
circumstances: public enthusiasm and willingness for change of the new political leaders
and society. It would have been easier to promote the need for health care reform before
the consequences of the severe economic crises. However, these circumstances were not

exploited and the opportunity missed to gain speed in the initial stages of transition.

Health care reform in Bulgaria has been slow and incremental. Policy-making and
introduction of legislation often lagged behind actual developments. Reform often relied
on decrees and regulations by the government instead of primary legislation. Reform of
financing has been particularly event-driven. This approach reflected the predominant

gradualist strategy of the overall transition process.

The evolutionary changes in the early transition were perceived as strengthening control
and facilitating a gradual re-shaping of public opinion. In the absence of any continuity
between new and pre-1944 economic mechanisms, the majority of the population found
it difficult to accept new rules overnight, with, for example, new market-oriented
relations in the health care system such as private or public health insurance, or large-
scale privatisation.

More radical strategies for health care reform (“shock therapy”) were not feasible in
Bulgaria, for political reasons. Successive short-lived and politically weak governments
were not prepared or willing to take responsibility for comprehensive and rapid change.
The slow pace was often justified on the grounds that urgent macro-economic problems
had to be solved first. Instead of drafting new, potentially unpopular laws, the existing
legislation was adjusted through decrees and regulations. Reforms were also delayed due
to lack of consensus on main policy strategies between political parties, interest groups
and public, and due to politicisation of the reform proposals. Proposals to accelerate

reforms failed to achieve electoral support when put forward by unpopular leaders. It
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was also argued that too rapid or radical re-structuring might cause confusion and a sense

of insecurity.

In Poland, it has also been argued that reforms should be evolutionary by necessity and
that improvements cannot be achieved through revolution®. The rationale was that some
positive features of the inherited system must be identified and sustained. There was also

opposition against hasty, populist reforms compared to those based on research evidence.

The slow pace of reform created uncertainty about the objectives of reform and
threatened achievements. This research from Bulgaria indicates that the stakeholders’
main disappointment with health care reform arose from the slow pace and lack of focus
in the light of rapidly deteriorating conditions in the health sector. A more dynamic
strategy could have gained support among the public, health professionals and
administrators. However, high public dissatisfaction with the persisting problems of the

health sector did not automatically lead to acceptance of radical reforms.

Following the introduction of a currency board in 1997, the economy eventually started
to grow. Consensus was achieved only after 1997, when three key laws were voted on
by the Parliament (more than in 1990-1997). Conditions now appear favourable for
reform. It is arguable that a more dynamic approach could raise health care reform on

the public agenda.

Reform content and implementation

This section will analyse some of the more important reform achievements. By 1995, it
was recognised by consultants to the PHARE health insurance project that the reform of
health care has made little progress®*. A mission of experts from the WHO, FAO,
UNICEF and others stated that:

"The health sector in Bulgaria is in a state of total confusion, lack of direction, lack of
reform and the situation will even become worse in the next months to come."'

The same mission noted, as a major problem, the inability of the Ministry of Health to

provide adequate health care and drugs, exacerbated by the lower purchasing power of
the population.
Legalisation of the private sector in health care (1991)

The legalisation of the private health sector in Bulgaria was promoted by professional

organisations of medical staff, and supported by the public. As private practice was
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prominent until 1944, and existed in some form until the 1970s, there was a feeling that
development of the private sector built on existing traditions. In the views of users, the
private sector introduced free choice in the system, reduced inefficiencies and
preferential treatment observed in the state sector and ensured fair payment to physicians
on a fee-for-service basis. The private sector was seen to provide high-quality services, or
services unavailable in the state sector, and to ensure a better attitude by staff. In the
context of transition, market mechanisms in health care were perceived as fully
legitimate and reflecting the logic of macro-economic reform and privatisation in other
spheres of society. Implementation was casy because the objectives were clear and

easily understandable for all sections of society.

The private out-patient sector grew rapidly, relying largely on out-of-pocket payments,
with some companies contracting on behalf of their employees. The low purchasing
ability of consumers and oversupply of facilities resulted in competition for customers
and lower prices'®. The generally affordable prices increased demand across the income
spectrum. Nevertheless, the absence of insurance or other reimbursement mechanisms
limited the potential client base. The concentration of private sector facilities in urban
areas also limited their use. The emergence of a private in-patient sector was deterred by
lack of insurance coverage (national insurance system or voluntary insurance) and the
generally slow privatisation in other sectors of the economy. The potential for long-term
private investment in infrastructure has not been fulfilled due to political instability and

lack of credit systems.

Some problems have resulted from duplication or shortage of certain services. The
private market was demand-driven, with no user protection or regulation. Users have
lacked information to make an informed choice. The lack of clear rules has created some
tensions between staff practising in public and private facilities. In addition the
deteriorating conditions in the public health establishments led to fears that a two-tier

system might be established, raising concerns about equity.

The taxation system and restrictions on trade were major barriers to expansion of the
private pharmaceutical sector, with some enterprises paying more than 75% of their
profits in tax. There are no tax exemptions for small private producers. On the other

hand, state control over quality and prices of the pharmaceuticals was insufficient.
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The role of the state

The content of the Bulgarian reform, although not explicitly stated, was related to re-
definition of the state's responsibilities. As explained earlier, in the Czech Republic,
state ownership was limited through large-scale privatisation and by stressing
individuals’ responsibility for their health. In Poland, state authority was extensively de-
centralised to regional level. In Bulgaria the monopoly role of the state in provision and
financing was curtailed though privatisation, although only in the outpatient sector, and
decentralisation of administrative powers. The introduction of user fees and other
alternative financial sources has reduced the reliance on budgetary transfers from the
state, increasing the autonomy of health facilities. The state regulatory functions of
setting quality standards and planning services, were reduced by bureaucratic inertia and

lack of leadership.

In Bulgaria, administrative de-centralisation is a relatively new concept, in contrast to
Poland and the Czech Republic, which retained more de-centralised economies during
the communist era. Responsibility for health care financing and provision has, formally,
been delegated to municipalities, but these authorities were handicapped by retention of
central control over policies, and inadequate budgets. Despite a commitment by some
governments, political opposition to decentralisation is strong. In 1995, de-centralisation
was reversed and regional branches of the Ministry of Health introduced, citing a need to
implement uniform health policies. This state involvement in management of municipal
facilities threatened the motivation for reform among administrators and professionals in
communities where the process of de-centralisation was already working successfully.
De-centralisation of health care financing and provision to the municipalities, weakened
co-operation and accountability from regional to central level. Among the problems of
decentralisation is that, in the municipalities, there is a shortage of staff with skills in

financing and managing health care.

The degree of state involvement in financing reform is now under discussion. In the first
stages of the reform, the predominant role of the state has been unchallenged. The Health
Insurance Law envisages that the health insurance fund will be accountable directly to
Parliament, which will lead to dismantling of the state monopoly in provision and in
financing. The state is, however, unlikely to cover some fund deficits and contribute on
behalf of some groups in the population, or act to alleviate possible negative effects on
equity.
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Sustaining the role of the state in an underdeveloped market can be justified for
efficiency reasons®, as it is the only provider that could secure provision of curative
services at this stage, given the low level of privatisation. In addition, the inherited
system, characterised by extensive state involvement, retains considerable political
support because of its underlying egalitarian principles and paternalism. A rapid shift to
virtually unregulated markets and large-scale private provision may cause a withdrawal
of support by the elderly and low-income groups, and may compromise the reform
process. Commitment to radical reform of the health care system 1s opposed because of
fears that it could threaten the principle of equity, even though equity (in the Bulgarian
context), can be seen as maintenance of comprehensive coverage and equal access at the

expense of quality of services.

Managerial reforms

Another set of reform policies that were formulated later in the 1990s, aimed to address
the issue of rational management of existing resources, with the aim of achieving self-
reliance®. In Bulgaria, an increase in budget resources was considered to be more
important than their efficient allocation. Nevertheless, health care funding is dependent
on economic recovery. In the absence of legislation on broader principles of reform and
in the face of chronic underfunding, more cost-effective management of scarce resources
emerged as a feasible option for reform in the short term®. Furthermore, managerial

improvement can be achieved even in the current tax-based model.

The main sources of inefficiency in the health care system are the oversupply and
duplication of services and facilities, and staff imbalance and misallocation. However,
incentives for applying managerial approaches are missing. There is no formal training
of health managers or health economists. Some medical directors of hospitals are trained
in social medicine, but many have no managerial experience at all. The newly
established positions of ‘economic directors’, subordinate to that of the medical director,
are mostly filled by accountants who have limited authority and responsibility. In 1995,
a decree of the Ministry of Health eliminated the position of economic director in
facilities with less than 500 beds, and generally weakened their powers. Even when

managers are in place, they have little discretion in the allocation of budgetary resources

9 According to an IMF assessment, the Czech Republic government was comparatively
successful in promoting measures of self-reliance during the health reforms
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according to needs and are legally prevented from restructuring the pattern of staffing.
Managers cannot close beds and have limited scope to curtail costs to improve efficiency.
At central level, the inefficient middle-level bureaucratic apparatus, inherited from before

1989, has undermined efforts to bring about far-reaching reforms.

Little has been done in the area of resource allocation after the collapse of the central
planning model. The facilities' budgets are determined according to an annual
application made by the medical director based on the number of people covered by the
facility and, since 1995, the number of admissions, instead of number of beds®. Recent
measures to allocate hospital budgets according to volume of work rather than per unit of
input have not taken into account the incentives for artificially generated activities. Also,
facilities that achieve savings are in danger of receiving a smaller budget the next year.
The health budgets of the municipalities do not reflect the demographic and social profile
of the population.

One of the first steps in establishing financial independence for health facilities was the
introduction, in a 1994 government decree, of a system for contracting-out auxiliary
services, such as food, pharmaceutical supplies, and utilities. Each facility (mainly
hospitals) selects suppliers from competing providers and contracts-out at the beginning
of each budget year. The system faced difficulties due to the fact that purchasers
(facilities) were underfunded and budgets were often delayed and undermined by
inflation. Most public health care institutions were left in debt with unpaid bills for

pharmaceuticals, heating, and electricity. There was also scope for corruption.

Two pilot projects of a “contract system”, or type of internal market within the existing
budgetary system, sought to create competition among providers and to achieve savings.
Municipalities, acting as purchasers, would contract health care establishments to deliver
certain volumes and types of clinical activities. These attempts were handicapped by the
lack of expertise to supervise contracting at local levels. Another problem was

involvement in local management of the regional offices of the Ministry of Health, which

reduced the autonomy of purchasers.

Primary health care reorganisation

In 1994-95 the socialist government attempted a series of primary care reforms. A
documentary analysis of announcements by Ministry of Health experts in early 1995

illustrates that, although some of the policies are consistent with the existing tax-based
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system, lack of trust and political support undermined their implementation. It is a
typical example of mismatch between the efforts of the Ministry of Health and public

perceptions, or in other words, between rhetoric and reality.

In February 1995, at a press conference on the health reforms development, the Health
Secretary Dr. Mimi Vitkova characterised the Ministry of Health as “poorly structured
and non-working” and announced the creation of 28 district structures for health care to
enhance management and the implementation of national policies'™. This was popularly
seen as a backlash, following the de-centralisation of power envisaged by the Local Self-
Government and Local Administration Act of 1992, as the Ministry of Health searched
for mechanisms to regain control over municipally owned facilities. Another initiative
aimed to reduce the number of distributors of pharmaceuticals, to control price
differences between pharmaceuticals, and to introduce ceiling prices for drugs. It was
also suggested that hospital budgets should be determined on the basis of volume of
work and not on size or other base units. These messages were interpreted in different

ways by stakeholders outside the Ministry of Health (Table 4.2).

Another initiative introduced in primary health care in 1994-5, was to strengthen
prevention, health education and health promotion and most importantly, in 1995, free
annual choice of "family physician" by patients attending state polyclinics. These
measures aimed to empower users and create incentives for physicians and were
implemented within the existing institutional network of primary care facilities. In
addition, training of GPs began, with the intention to replace the extensive specialist staff
in polyclinics with well trained generalists who could maintain close contact with their
patients, administer preventive measures and act as gate-keepers in order to reduce
overconsumption in secondary care. These efforts to regulate primary care have been

perceived as actually curtailing the users’ access to higher levels of care and reducing the

clinical freedom of physicians.

115



Table 4.2. Socialist government agenda (1995) and the reaction of other stakeholders

Official objectives of the MoH MoH policies as perceived by other
stakeholders

Establishment of 28 district MoH offices to —>  Reversed de-centralisation
implement national policies

Selection of ‘personal’ physician =  Curtailing of user choice of secondary care;

reduci lini ’
User charges for voluntary referrals ucing clinical autonomy

— Reduced number of medical directors.
Position closed in facilities with less than
500 beds

Suppression of the private sector and
reintroduction of monopoly

Prevention of wastage

Control of prices of pharmaceuticals and =
retail in favour of users

Potential ban of physicians' practice in both — Suppression and possibly ban of private
state and private sector practice altogether

Allocation of hospital budgets accordingto =  Potential cuts in hospital budgets
the volume of work

As mentioned in appendix 2, in an attempt to improve incentives, a performance-related
component was added to the salaries of primary care physicians. The index took into
account qualifications and number of patients registered, but not quality and complexity
of the services rendered. However, the highest possible payment only marginally
mmproved physicians' total incomes. In addition, few patients exercised a choice of
physician or, if they did, chose at random. The deteriorating infrastructure and shortages
of basic supplies in the health system lowered staff motivation and limited greatly the
potential for professional satisfaction, leading to poorer quality services'.

Some actors in the reform process, not least health professionals, believed that patient
satisfaction was a non-issue in the public sector, ridden by shortages, where ensuring any
access was key. It was often assumed that patient choice could only exist in the private

sector. Primary care reforms were viewed as a distraction from more important areas.

Reform of the health care financing system: trends and expectations

This section will examine developments in health care financing reform and influencing

factors.
Government spending on health care declined dramatically in the late 1980s and early

1990s due to various factors in the wider economy associated with transition®' ' % 13,
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Other factors were the unfavourable health situation of the population and competing
government priorities. During the transition, new employment patterns emerged, e.g.
growth of the informal and the illegal economy and unemployment led to a shrinking
tax-base and decrease in official tax revenue. The fall in living standards was paralleled
by a process of alienation of social and family networks which reduced the ability of

households to cover basic needs with their own resources.

In Bulgaria, as elsewhere in Central and Eastern Europe, the government response to
economic crisis has been mainly to diversify sources of revenues (to include insurance

and cost recovery techniques) and to cut recurrent and capital health expenditure'.

Delays in health sector reform have been justified by the economic crises and the
resulting near impossibility of increasing expenditure on health. The conventional view
in Bulgaria designates revitalisation of the economy as a pre-requisite for reform of
health sector funding. Contrary to expectations, the economic liberalisation programmes
did not lead to an immediate improvement in social welfare. Policies mitigating the

effects of restructuring had to be employed.

“Improvements in living standards in the rich economies have often been the direct result
of social intervention rather than of simple economic growth....The thesis that the rich
countries have achieved high levels of basic capabilities simply because they are rich is,
to say the least, an oversimplification’"*,

The rapid ageing of the population and a gradually worsening health status since the
1970s increased the burden on the health system. The pharmaceutical trade was
liberalised and pharmaceutical prices were adjusted towards world prices?. New,
expensive medical technologies became available in Bulgaria.  Another factor
constraining the budget was the lack of capital investment, leaving obsolete
infrastructure.  Costs increased further due to duplication of public services,
overtreatment and high referral rates to specialists, as well as managerial and
administrative inefficiencies. As explained earlier, there were also considerable
pressures for increases in the remuneration of medical staff. The use of cost sharing
raised patients’ expectations in relation to quality of care. There were also pressures for

cost savings from donor agencies. As a result, the health care budget was overburdened

and the system experienced shortages.
The weaknesses of the tax-based model began to be discussed openly. The tax-based

finance model could not raise sufficient revenue and therefore, additional extra-budgetary
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resources (user fees, under-the-counter payments) were required to compensate for
shortages. The state could not guarantee citizens’ rights to health care because of
inefficient tax collection and a diminishing tax base. Tax evasion is at its highest among
the self-employed, employees of private firms, and those employed in the growing
shadow economy. Consequently, most tax has been collected among state employees
who generally have a lower income. The tax-based model was also considered

inappropriate because of its centralised and unaccountable management.

Another set of issues facing the tax-based model is that the structure and allocation of
state spending on health is opaque. It is not clear what proportion of general income tax
is dedicated to health and what to other parts of the public sector; or how the budget is
allocated between different elements of the health system, with little relationship to
health needs and utilisation at local level®. Low accountability is a major reason why
compulsory health insurance, with individual contributions earmarked for health care,

came to be seen as a desirable alternative.

The discrepancy between reduced budget resources for health care and upward pressure
on expenditure, together with the problems associated with the tax-based model, made
reform of health care financing extremely important. It became clear that a radical
reform, and not simply cosmetic change, was required. Yet reform of funding was not
considered a priority before 1997. A Draft Health Insurance Law, envisaging a
compulsory social insurance system, was approved by the government, professional
organisations, labour unions, a range of political parties, and the foreign consultants to
the EU PHARE project®, and submitted to the Parliament in 1993. The Draft Law was
briefly debated, but withdrawn in 1995 by the newly-elected socialist government, which
intended to prepare it’s own proposal. For the government, creation of a health insurance

system was not a priority". Work was commissioned on an alternative proposal.

In the course of 1992-1997, a number of proposals were prepared by different groups.
Some were submitted to the Parliamentary Commission. None succeeded in achieving
consensus, which was symptomatic of the fragmentation of stakeholders' interests.
Developments from 1993-1997 suggest that health financing re-structuring has not been

a priority for successive governments. The pressure for change was coming mainly from

h "but it is not forgotten", Anon. Team of Experts from the Ministry of Health Care Announced
its Intentions. 24 Chasa, March 1995
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professional representatives, labour unions, and research institutes. Particularly among
physicians, financing reform was considered to be key'’. The voluntary organisations of
users have remained aside from these discussions. In the view of foreign consultants to
the PHARE projects, the reform of health financing was hampered mainly by political
obstacles®. At the end of 1997, a Draft Law on Health Insurance was submitted to

Parliament, passing through the first reading and, after some delay, enacted in June 1998

by the new democratic government.

Despite economic stabilisation and the generally favourable conditions introduced by the
currency board, government experts recognised that implementation of health insurance,
without adequate expertise and research, was too ambitious a task. However, some
stakeholders pressed for rapid implementation, building administrative capacity and

managerial skills in the process. This attitude was largely due to fear of political

backlash.

The timetable for implementation was adjusted, insurance contributions will start to be
collected in 2000, full operations starting from January 2001. Although some training of
staff and strengthening of administrative capacity began in 1998, there have been few
preparatory information campaigns or public discussions. The full implications of a
compulsory health insurance scheme for Bulgaria have not been systematically evaluated
and 1ts suitability, in many cases, taken for granted by the stakeholders, despite the

reservations of some experts.

Another issue was the cost of implementation of a national health insurance system and
the need for complex administrative arrangements. It is recognised that detailed
preparatory work is essential to build equity and efficiency into the system' * . Among
the requirements for compulsory insurance are: adjustment of the tax-system, investment
in infrastructure, training, information systems, establishing exemption procedures and
criteria for estimation of fair insurance premiums in circumstances where underreporting
is likely: farmers™®, private sector employees etc. The system is unlikely to produce

savings in its early years or to be sustainable without the state covering some of the

deficits.

Several issues concerning a health insurance system have not been resolved. The
National Framework Contract will be reviewed annually by Parliament, determining the

basic package and prices. On the basis of this contract, the National Health Insurance
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Fund will purchase services from providers. The Contract will also provide general
guidelines for payment of health facilities and physicians, but there will be an option for
negotiation between purchasers and providers at local level™. There are no safeguards

against cost escalation and inclusion of more services, under pressure from physicians’

lobbies.

Insurance contributions will run in parallel with social security and disability insurance
and be offset by a decline in existing insurance contributions™. Potentially, this could
lead to duplication and an increase in administrative costs. People will also pay
additional contributions for dependants, and it has not been made clear whether
households where there is only one earner, or there are many dependants, will be able to
pay.

Although not always in the framework of a public dialogue, several major issues have

dominated the debate in relation to health financing, which will be further outlined.

Compulsory health insurance is the best solution for Bulgaria

One of the assumptions commonly made is that a compulsory health insurance system is
the only possible method for financing the Bulgarian health care system. No rational
assessment of alternatives to the current tax-based model has been undertaken. A
PHARE project aimed to accelerate preparation for an insurance system through research
and capacity building, but was suspended for several years. Practically no research on

sustainability of health insurance or on users' views was commissioned.

A health insurance system has been recommended for Bulgaria on the basis of its
implementation in other countries in transition. Almost all CEE countries have sought to
obtain additional financial resources through income-related insurance premiums in a
universal health insurance system’. Bulgaria was among the last to embark on
transforming its tax-based system.

Among other reasons for advocating social insurance was the guarantee of universal
coverage, equity, safety nets, services free at the point of use, lack of socially undesirable
two-tier treatments and egalitarian principles. In CEE, financing schemes that have
received most electoral support have typically been social insurance schemes (Czech
Republic) or schemes with a spectrum of entitlements (Poland), in both cases covering
the whole population. Public financing remained the preferred way of financing access

to basic health care in many OECD countries, despite a more recent emphasis on
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voluntary coverage'®. Until 1945, in Bulgaria there was a strong polarisation of wealth
and an established market for private health care, which made the equity principle very

important for older people. There was public pressure for social insurance from social

groups who felt insecurity most acutely.

Problems with health insurance have not been addressed. The rapid introduction of a
health insurance system in the Czech Republic is thought to have been facilitated by the
strong traditions in the inter-war period. In Bulgaria, as shown earlier, there was little
experience with sickness funds pre-1944. Little attention has been paid to the potential
impact on a health insurance system, of a shrinking tax-base, tax evasion and other
problems related to the growing informal economy, which have reduced the revenue of

the existing tax based system.

Although the Health Insurance Law has been in place since 1998, there is still no
agreement on the health services to be covered. Although some authors thought a "basic
package" of services likely in Bulgaria', it is increasingly clear that public and health
professionals expect an almost comprehensive range of services, obvious exceptions

being cosmetic surgery or other optional services.

The implications for employment of a social insurance system are well known among
experts™ ™', but rarely discussed in the mass media or at public forums. Compulsory
insurance based on payrolls is deemed to increase the cost of labour and thus affect
adversely the competitiveness of the economy™. It may also increase evasion, if only
because of the burden it poses on employers and employees, who will share the
expenses:

"Countries such as Bulgaria and Poland, for which payroll taxation without health

insurance already tops 50% of net wages, need to seriously evaluate the benefits of

further payroll tax increases to fund health services"."®

Recently, it was decided to deduct health insurance premiums from the overall social

insurance tax, but this is difficult to implement and the share of social insurance tax
remains relatively high.

The delays in enactment of the Health Insurance Law and its subsequent implementation
reflect changing attitudes among stakeholders, from enthusiasm to caution™'. However,
according to some Bulgaria experts, it is still widely believed that the problems of the

health care system stem largely from its tax-based financing, and thus introduction of a

health insurance system will solve most of them'' "2 In the view of these authors, the
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existing model offers scope for financial and managerial transformations and adjustment

to the new economic environment. Davidov'*' (a Bulgarian expert on health financing)

provides a clear analysis of the myths surrounding health insurance, and examines the

pros and cons of its implementation in Bulgaria (Table 4.3).

Table 4.3. Health insurance system (HIS) in Bulgaria: myths and arguments

Source: Davidov B. Bulgarian health insurance system: some pros and cons. Social Medicine

1996; 3: 38-41

MYTHS RELATED TO HIS

COUNTER-ARGUMENTS

It will increase substantially the existing
resources for health care

May lead to tax evasion, fall in incomes,
Increase in consumer prices

It will increase sharply the salaries of
medical staff

Salaries (also under HIS) are determined
through political process

It will entail payment of the physicians
work according to volume and quality

Difficult to implement in practice

The improved incomes of staff will lead to
disappearance of informal payments

Despite higher income, it is likely to stay to a
certain extent

More types of health services will be free

Provision of a package of services is publicly
agreed; higher contributions will pay for
more comprehensive package

Health facilities will have much more
resources

Health facilities will receive resources
according to the volume of services provided

It involves innovative forms of health
system organisation (e.g. capitation)

Certain organisational practices can exist
under tax-based model or HIS

PROS OF HIS

CONS OF HIS

It will increase the information available
and responsibility of the individual

Large volume of information: volume of
money and health activities for each insured
(apr. 8.5 million)

Involves an objective procedure for
allocation of funds to health facilities
related to the work performed

Radical restructuring of large part of existing
documents and its handling

Physicians' work will be controlled

Even if the system is perfect, more time loss
for users (paperwork etc.)

The health care budget will be determined
according to objective criteria

More administrative staff in health care and
higher administrative costs

There will be control of the patient's flows

The state participation will be reduced and
community participation increased

In this analysis, the problems associated with the introduction of health insurance are

mainly related to its cost (high burden on income, increase in consumer prices, cost of



administration etc.), but low effect (similar overall resources for health; low impact on
physicians' remuneration etc.). Lessons from Hungary, Czech Republic and Slovakia

who experience cost explosions, have not been publicized™®,

As argued elsewhere', payroll-based contributions in CEE have supplemented, rather
than replaced, central government budgets. In Hungary, Croatia, and the Czech
Republic, the share of general tax revenue is expanding in order to sustain the system and
reduce the cost of labour. The intended effects, also feasible under the existing model
(increased health care resources, new mechanisms for staff payment, organisational
change), are compatible with the current system and can be implemented more efficiently
under it"'.  Another issue is that many necessary reform steps have yet to be taken,
awaiting full implementation of the health insurance system, which, in reality, they could
have facilitated. In contrast to the lack of attention to the drawbacks of social insurance,
the benefits (transparency, contributions explicitly linked to entitlement, more

information for users) have received considerable attention.

Share of GDP for health should be increased

A growing concern in the media is the steadily diminishing share of GDP spent on health
care in the face of pressure from other sectors such as heavy industry, energy and
defence. This figure has become highly visible and politicised. Real health care
expenditure in Bulgaria declined between 1990-1993, but was partially restored after
1994 in line with general economic recovery. Maintaining expenditure on health care
was seen as evidence of state commitment to a public system, although the health system
was systematically underfunded in the final years of the Semashko system. Increasing
the share of GDP spent on health became an objective in its own right. What was rarely
recognised was that transfer of additional resources would not solve the long-term
problems of the health system.

A comparative World Bank study found pressures to increase expenditure on health care
before full economic recovery in all CEE countries. This may have been a result of
public expectations of maintaining universal access and comprehensive coverage, while

at the same time achieving Western-style standards of care, despite the income gap with

the West'®.
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Payment of physicians

A related issue that was a focus of public debate was payment of physicians. In the
previously mentioned public opinion survey, respondents were asked also to state what
they considered to be fair income for a range of professions. Physicians came third, after
members of the cabinet and MPs'®. The Bulgarian Physicians’ Union and other
professional bodies pressed for an increase in remuneration and a change in the payment
system, preferring fee-for-service or capitation rather than salaries. It has been argued
that there is a need to introduce temporary arrangements for payments to staff to reflect
workload differentials, prior to the establishment of an insurance system. Health
professionals could be thus stimulated to improve their performance and participate more
actively in the reforms. Changes in payment methods coupled with free choice of
physician were thought to improve incentives. There was relatively little debate,
however, on alternative performance-related payment, such as the points system in the
Czech Republic, and physicians’ bonuses in Poland. Drawbacks, such as incentives for
overtreatment and cost-escalation, or the need for payment ceilings, reducing the list of

procedures covered or introduction of co-payments, have not been discussed.

Research on assessment of workload has been commissioned by the Ministry of Health
to serve as a basis for indexation of physicians’ salaries. The system was implemented in
1995, but did not improve incomes significantly. Professional organisations’ focus on
incentive structures has been viewed negatively by other stakeholders as

“commercialisation” of the profession.

User fees

Issues surrounding user fees were also discussed. In the absence of a legal basis,
alternative financing sources, such as semi-official user-fees, started appearing in 1994 in
separate health establishments, at different times and, often, were not announced in
advance. In 1996-7 semi-official user-fees (“donations”) for a large range of items
existed at all levels but were not officially acknowledged before 1997. This step-wise

implementation made it difficult to create an agenda for public discussion.

Parallel existence of private practice

A related issue, the cause of heated discussions in 1995-1996, was the parallel existence

of private practice. The Ministry of Health opposed this and made proposals for
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separating the sectors. According to some views'?, parallel public and private practice is
an “intermediary form” which does not stimulate competition and creates disincentives,
although it can bring money to the public establishments (when a private physician pays
rent to a state facility) and reduces the financial risk for private practitioners. Given the
limited private sector in outpatient care and virtual lack of insurance, these plans
involved great risks for physicians who chose to leave the public sector. It was
equivalent to a curtailment of the private sector and made the then government extremely
unpopular. Similarly, attempts at regulation of “after-hours practice” and other forms of

physicians' practice were perceived as threatening to clinical autonomy.

Major weaknesses and obstacles to health care reform: a summary

Bulgarian health care reforms faced many obstacles, but the basic reform strategies also

contained many weaknesses.

Politically, promises of health care reforms often were seen as critical to the electoral
success of governments. However, most governments were short-lived and few had the
required widespread political support and leadership needed to begin high-risk radical
reform. Only two governments engaged in health sector reform in the period 1989-1998
(the Socialist Party in 1994-5 and the Democratic Party in 1997) and promoted more
visible reform initiatives. The 1994-95 reforms in primary care failed because of
opposition from the majority of stakeholders. Another obstacle was populism and
politicisation of the health reform debate. For example, despite user fees already being

familiar, the government avoided addressing the uncomfortable facts.

A number of economic factors hampered the pace and scope of the health reforms.
Among those were the severe economic recession, insufficient investment in reform and

limited international aid for health care in the early 1990s.

The reforms were also weakened by unclear aims and a lack of continuity between
interchanging sets of objectives. Public or professional consensus had not been achieved
prior to 1997. Legislation was inadequate. Conditions for investment in the private
sector were adverse. The slow pace and lack of focus amidst deteriorating conditions in

the health system led to disillusionment among stakeholders.

There is an implicit understanding that a universal health insurance system is the way
forward in the long-term. This is based not on research, but on the views of health

professionals, drawing on examples from other CEE countries. There has been little
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information for public health professionals on the requirements for an insurance system.
The same was true for co-payments, which have been introduced gradually, without
public debate. Stakeholders often sought to discuss more understandable issues such as
the share of health expenditure in the budget. There has been an implicit understanding
that there is a trade-off between improved efficiency and maintenance of equity. Equity

has been seen as a state responsibility, efficiency associated mostly with the private

sector.

In summary, among the important achievements of the health system reform in the 1990s
are: 1) universal access to public health care formally preserved, most services free at the
point of use; 2) a legalised private sector; 3) re-establishment of professional bodies; 4)
devolution to municipalities of significant responsibilities for financing and provision of
health care; 5) weakening of ownership, control and planning by central government; 6)
geographical access to health care largely maintained; 7) speeding up of reforms after

1997, in particular implementation of a health insurance system.

There are, however, some inherited or newly emerging negative characteristics
(‘failings"®) of the health care system: 1) financial collapse of the system and
dependence on foreign aid and emergency measures; 2) increased role of semi-official
cost-sharing and informal payments; 3) increased inequity of access and treatment; 4)
inefficiency caused by continuing orientation towards curative services; and
overutilisation of hospital sector'®; 5) poor quality of health services; 6) low formal
remuneration of staff and low motivation leading to a 'dehumanised' relationship between
physicians and patients'; 7) low impact of primary care and prevention; 8) bureaucratic
management and inflexible planning; 9) low accountability and unresponsiveness to

users'?; 10) little collaboration between institutions.

Future challenges for health care reform

At the end of the 1990s, almost a decade after the democratic transition, policy-makers in

Bulgaria face a number of challenges, some of which will be discussed briefly.

One of the most important challenges is achievement of a transparent reform strategy and
agreed objectives. While broad policy documents and legislation exist, detailed
administrative guidelines are needed to support implementation. Regular monitoring is

needed because of the rapidly changing economic circumstances. It is essential that the
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reform direction is compatible with societal values, the national context, and traditions’.
Given the increasing differences among CEE countries, reform strategies have to be

country-specific or, at least, a cautious evaluation of imported reform options is required.

Another challenge for the current government will be its ability to involve more actors in
policy-making process. While the Bulgarian Physicians’ Union has been a major
stakeholder in the health reform process, other interest groups, NGOs and patients’
representations have yet to participate. This would ensure a balance of interests and

empower all parties to take part in reshaping health reform, with realistic expectations.

The success of health care reform depends not only on the political climate, but also on
good policy design and administrative skills™, Preparatory work before implementation
of the new financing system, such as information campaigns and capacity building, is
important. It is difficult, expensive and unpopular to reverse a health finance system
already in place. Experience from other countries in transition shows that success of
radical reform depends very much on the preceding public discourse. Introduction of a
health insurance system characterised by complicated rules and exemptions, in the
absence of adequate debate, could limit understanding of the reform process and
undermine user compliance. There is a distinct lack of information campaigns and open
discussion among stakeholders. The media could be used more effectively both to
publicise reform activities and as a forum for public debate. Some investment in
information technology, trained staff and administrative infrastructure required for the
health insurance system has already started, but in the view of some stakeholders, the

complexity of the arrangements has been underestimated.

Another challenge is to recognise the reform priorities and related implementation
difficulties. The democratic government elected in 1997 and donors, such as the PHARE
program, have focused on finance-side restructuring, specifically on the introduction of
compulsory insurance as a key aspect of reform. The health insurance system is
expected to supply extra-budgetary resources, be sustainable, provide accountability and
transparency, improve quality of care and ensure broad coverage. During the process of
economic recovery, the system is deemed able to provide equitable access to a core
“basket of services”. Complex issues, which have not been adequately addressed,
include cost-control and sustainability of the system, definition of a basic package of

services and ensuring compliance, given the large underground economy. Budgetary
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funds might be needed to cover any financial deficit caused by high exemption rates and
inadequately costed premiums; or to pay premiums for low-income groups or other
disadvantaged groups. The professional organisations are given an important role in
negotiating volumes and quality of health services, which might escalate costs. It is
likely that the health insurance system will solve some existing problems and cause
others, but there has been no public discussion of these issues, so creating unrealistic
expectations™. The Law for Health Insurance does not answer these questions and the

implementation that began in 1999 is likely to face serious challenges.

The Ministry of Health and its institutes have failed to promote discussion on a number
of issues, considered uncomfortable until now. Despite the presence in recent years of
under-the-counter payments and user fees, there is neither coherent policy nor public

debate on these issues.

Implementation of reform is also contingent on new legislation. As shown in this
chapter, legislation has too often lagged behind action, handicapped by political

obstacles.

Policy-makers face another challenge, namely that independent research should underpin
patterns of further health reform in Bulgaria. Knowledge of important aspects of reform
has, until recently, been scarce and anecdotal. With decentralisation since 1992, the
reform has suffered a shortage of trained managerial and administrative staff, clearly

some investment in this direction is required.

Willingness of the central government to recognise these challenges, and to formulate

respective policies, will be critical for the success of health system reform in Bulgaria.

Conclusion: implications for a health financing system

This analysis demonstrates that, prior to 1997, reform in Bulgaria was slow and
inconsistent. Failure to enact essential legislation before this time was a product of
political adversity and lack of dialogue between stakeholders. It has also been shown, in
appendix 2 and here, that reforms have been blocked mainly by failed political
consensus, resistance to change and lack of open debate rather than poorly designed

policies. Other factors include pressure for universal coverage combined with high

expectation for improved quality of care.
An important lesson from the experience of health care reforms in Bulgaria is that public

co-operation is essential to ensure the success of reform. Many reform initiatives (e.g.
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choice of primary care physician) failed to achieve their objectives because many users
simply showed no interest. The expansion of informal payments in an atmosphere of

deteriorating quality of care and low morale indicates patients’ preference to bypass

inefficient official channels (chapter 7).

Currently, compulsory health insurance seems the only politically feasible option for
health financing. The expectations of public and professionals are for the reinstatement
of universal access, and provision of a comprehensive package of high-quality services in
exchange for payment of monthly insurance contributions. Clearly, this expectation is
unrealistic. Some cuts seem likely in the benefits package covered by insurance as is the
use of co-payments, at least in the short-run. Public debate on these issues prior to 1999

has been almost non-existent.

Since the accession to office of the Union of Democratic Forces government in 1997,
fundamental legislation has been passed, reform strategies clarified, and the health care
reforms gathered speed. Although agreement has been reached on the broad principles of
reform, and the government enjoys support from the large majority of the population, it
is notable that the policy-making process continues to fail to take account of public views
and attitudes. In contrast with physicians' organisations, NGOs and other users groups
have had much less impact on reform. It has been anticipated that forthcoming
implementation of compulsory health insurance will challenge the existing infrastructure,
administrative capacity and skills. However, there is much less recognition of the need
to garner public support.

Currently, there is little systematic research into patients' needs and perspectives, such as
levels of health, health seeking behaviour, patterns of utilisation, formal and informal

health care expenditure, and willingness to pay. In the next chapters (5 to 11) some of

these issues will be explored in the light of data collected in the present study,

supplemented, where appropriate, by relevant secondary sources.
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CHAPTER 5. PATTERNS OF HEALTH AND ILLNESS
BEHAVIOUR IN BULGARIA

HEALTH AND DISEASE

Introduction

Data on the state of health and inequalities of health are important in the context of
health financing reform in Bulgaria for several reasons. Firstly, provision of health care
should reflect the pattern of health needs in the population and the demand for health
services. The need and demand for health care will also indicate the requirements to be
met by a health financing system and the scale of government and private expenditure.
Secondly, inequalities in health are almost universal and often there is a mismatch
between the health needs and access to care, those in most need receiving least™®. The
design of the system can either increase or decrease the mismatch. Thirdly, if those with
poor health are likely also to have low income and be less able to contribute financially,
such an analysis will give an indication of the possible strategies, such as exemptions,
that are needed.

This chapter will explore levels of self-perceived health, long standing illness, and
reported illness episodes in Bulgaria, in relation to a range of socio-economic variables.

The data are derived from the household survey described in chapter 3.

Self-reported health

Introduction

This section will focus on the levels of general health in Bulgaria, based on the current
survey, international comparisons will be provided when possible.

'Self-reported health' is used as a basic measure of general health for the population.
There is no single, all embracing measure of overall health. However, self-reported
health has been used widely as a method for general health assessment in several
different contexts. Self-reported health has been justified within a broader definition of

health not only as a physiological state, but also as a social construct'®,
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"Self-reported health reflects the person's integrated perception of health, including
biological, psychological and social dimensions, not possible to be measured externally.
On the contrary, self-reported chronic diseases and impairments reflect mainly medical
dimensions of health, which could be also verified. Therefore, subjective assessments of

global health could be even more sensitive in health monitoring than external measures
of health."¢.

Subjectively reported health measures typically show larger socio-economic gradients

than objective measures of health'®,

Collection of data on self-reported health is relatively simple and inexpensive, and can
provide comparable data over time periods and across countries. Self-reported health is
used extensively in comparative studies of health and its socio-economic determinants in
developed countries'” ", although response scales are not always standardised across

countries, thus limiting comparability.

Self-reported health status is a 'subjective’ assessment and may differ from externally
measured health status. However, because of differences in clinical judgement and the
meaning attributed to different symptoms such measures also can be problematic. Self-
reported health status is, however, a decisive factor for seeking health care. Thus, self-
reported health status may be better suited to measure burden of disease™®. Self-reported
health measures have been widely used to predict expenditure while controlling for
demographic factors'®, or to assess utilisation costs'".

Self-reported health has been found to predict health service utilisation in selected
settings. In a study from Finland, self-reported health was found to be a strong predictor
of utilisation among working age population'.

Importantly, poor or fair self-reported health is predictive of mortality when standardised
for socio-demographic variables™ %%, Self-reported health, standardised by age, sex and
social status, has been shown to be a stronger predictor of mortality in middle-aged
populations than self-reported chronic 1llness'*.

For these reasons, self-reported health is increasingly recommended as a global indicator
of health status in clinical practice™ and for comparison of levels of health among
specific population groups'™ . Self-reported health has also been found to be
predictive of functional ability over 1 to 6 years™ and of cognitive abilities among the
elderly'?.

The validity and reliability of self-reported health have been examined extensively. A

study from Finland found that self-reported health remained relatively stable over a one
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year period, when about 60% of the respondents assessed their self-reported health using
the same response category, or selected an adjoining category'®. Self-reported health was
also found to be a valid predictor of the number of physician contacts. Another study

found that reports of self-reported health correlated closely with judgements based on

medical records’se.

Conversely, it has often been argued that the concept of 'good health' is determined by
ethnic stereotypes'®, culture, traditions or psychological factors such as interpretation of
symptoms etc. What is meant by good health may differ across social groups or sub-
cultures'®, or according to age and experience'®. Ethnic groups living in the same
settings may have very different patterns of reporting general health'™ 2. In Sweden,
certain foreign-born groups were significantly more likely to report limiting long-term
illness, controlling for socio-economic and lifestyle variables'®.  Thus, caution 1s

required in making international comparisons.

Levels of self-reported health in Bulgaria

In the current survey, 24% of men and 28% of women described their overall health
status in the past year (1996-97) as less than ‘good/rather good’ (‘good/rather good’
being the two best states of health on the scale). About a third of the respondents
reported either ‘good’ or ‘rather good’ health status, the proportion among men being

slightly higher (76% of men and 72% of women).

Previous data from Bulgaria

The only recent comparable data from Bulgaria are from a national representative survey
conducted in 1996 (sample size n=1,180)"®. The questions on health status in both
surveys are equivalent, although the response categories are slightly different (Table 5.1).
Textual differences, overrepresentation of the 26-40 age group and underrepresentation

of those over 50, may have contributed to higher reporting of better health status,

compared to the current survey.
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Table 5.1. Self-reported (‘subjective’) health status: data comparison

Current survey (1997) Reference survey (1996) WHO Health for All
How would you describe How would you assess (1996;15+)

your health status over your health in general?

the past 12 months on the

whole?

Scale % Scale % Scale %

Good 47% Very good / Good 55% Very good / Good 62%
Rather good 27% Satisfactory 30% n/a
Rather bad / Bad 26% Bad / Very bad 15% n/a

Placing Bulgaria in an international context

In the present survey, the 'good' and 'rather good' categories were combined in order to
estimate the share of those with 'less than good health' (74%). Although it is necessary to
be cautious in view of the possibility of different interpretations of responses in different
languages and difference in response scales, at 26%, the prevalence of less than good
self-reported health in Bulgaria appears comparable to that reported for Sweden in the
1990s (23%), Hungary (21%), and lower than Iceland (32%), and the Czech Republic
(39%)".

A comparison of industrialised countries found that several northern European countries
had lower prevalence (about 20%) of reporting 'less than good' general health, while
Finland, Canada, UK, and US had prevalence ranging between 32% and 40%'%°. A 1988
survey across all EU countries found that 65% reported good/very good general health
(74% respectively for Bulgaria in current survey). However, there are significant
fluctuations in self-perceived health across Europe (the percentage reporting health as

very good/good was lowest in Portugal - 44%, and highest in Denmark and Ireland)™®.

The Health Survey for England (1996) provides cross-sectional population data on self-
reported health status™ (Table 5.2). As in the Bulgarian survey, it did not cover
individuals living in an institution, many of whom are disabled. Despite the slightly
different response categories, it is clear that more people in the UK sample assess their
own health positively (any of the positive categories). 76% assessed their health as 'very
good' or 'good’, which is about the same as in the Bulgarian data if the 'good' and 'rather
good' categories are combined (74%). Similarly, 71% of respondents in the UK Health
and Lifestyle Survey (1984-5), defined their health as at least good'®. 26% of the
Bulgarian sample assess their health as rather bad or bad, compared to only 5% of the

Health Survey for England sample, who stated that their health was 'bad' or 'very bad'.
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These differences could be a result of the lack of intermediate response category such as
'fair’ in the current survey and inclusion of the 16-18 age group in the UK sample. In
both surveys, men reported slightly better general health than women (Bulgaria: 'good/
rather good' health: 76% of men and 72% of women; UK: 'very good/ good": 77% of men

and 76% of women).

Table 5.2. Measures of general health in the Health Survey For England 1996 and current

survey in Bulgaria

Current survey (1997) Health Survey For England 1996

Scale % (18+) Scale % (16+)

BUL:How would you describe your health status over the past 12 months on the
whole? HSE: How is your health in general?

Good 47% Very good / Good 76%
Rather good 27% Fair 18%
Rather bad / Bad 26% Bad / Very bad 5%

BUL/HSE: Do you have any long-standing (chronic) iliness, disability, or infirmity? By
long standing | mean anything that has troubled you over a period of time or that is likely
to affect you over a period of time?

Yes | 51% | | Yes | 43%

BUL: Does this illness or disability (illnesses of disabilities) bother you in any way in
your day-to-day life? (Limiting long-standing illness)
HSE: Does this illness or disability limit your activities in any way?

Yes | 42% | | Yes | 26%

BUL: When was the last time that you have experienced illness? (recent iliness)
HSE: During those two weeks (ending yesterday) did you have to cut down on any of
the things you usually do...because of illness or injury? (acute illness)

Last 4 weeks | 26% | | Last 2 weeks [ 17%

According to the WHO Health for All database'®, 62% of those over 15 (68% of men
and 56% of women) in a representative health interview survey in Bulgaria (1996)
assessed their own health as ‘good or very good’ (74% respectively for Bulgaria: current
survey). This is the highest value of those data available for countries of Central and
Eastern Europe and comparable to Western European levels. In the Czech Republic this
figure was 46% (1996), in Russia — 21% (1996) (31% in 1996'), 55% in Romania
(1994) and in Poland (1990) (60% 'very good' in 1994'%%). Comparison of these data with
the current survey is difficult because the full response scale is not known. Also, the
current survey covers only people above 18, if the 15-18 age-group (3.8% of population

in 1996) is taken into account, the share of those reporting very good or good health is

likely to grow.
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Inequalities in self-reported health in Bulgaria

The second step in analysing health care needs and demand is to understand how levels

of health vary within the population.

The distribution of those reporting less than good health by various socio-economic
variables 1s similar for men and women (Figure 5.1). There is an almost linear
relationship between reporting ‘poor’/ 'very poor' health and age. There is also a strong
relationship with income. In the lowest income quartile, the proportion of those
reporting ‘poor’ or 'very poor' health is 2.5 to 3 times higher than the highest income
quartile. A similar association is apparent for 'poor'/'very poor' self-reported health and
subjectively-assessed financial situation, but for women there is a larger differential
between reporting health in the lower and higher levels of the scale. Three times more
respondents who completed only primary education reported less than good health
compared to the other educational levels, but the increment between secondary and
higher education is small. Married men and divorced or separated women reported

worse health status than others.

Analysis was done by means of logistic regression. It is necessary to adjust for age when
examining other variables, because of the very strong association between self-reported
health and age. For both men and women, self-reported health status was significantly
associated with age (Table 5.3). The odds of reporting poor health increased
progressively with age. Men above 70 were 15 times and women above 70, 16 times
more likely to report ill health than those below 40. There is an apparent trend with
income, but this did not reach statistical significance, however, financial hardship is
strongly predictive of self-reported health, especially among women. Those describing
their financial situation as very poor being 11 times more likely to report less than good
health (for men the odds ratio is significant, but much lower at 2.91). Education was a
significant predictor of self-reported health in the age-adjusted model among men and
women, those with primary education being more than twice more likely to report poor

health. Women living in rural areas had significantly higher odds of reporting poor

health.
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Figure 5.1. Percentage reported poor/rather poor health
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Table 5.3. Predictor of poor/ very poor self-reported health

Variable Category % (n) reported  Odds ratio (95% CI)
poor health status (Age-adjusted)
MEN
Age group <39 7.6% (18) 1.00
40-49 14.5% (18) 2.08 (1.04-4.15)
50-59 22.4% (22) 3.54 (1.80-6.95)
60-69 43.7% (45) 948 (5.11-17.60)
>70 55.7% (54) 15.35  (8.21-28.69)
Income quartile I (>160,000) 11.9% (19) 1.00
(Leva) 1T (100,000-160,000) 20.6% (27) 1.43 (0.73-2.80)
11T (60,000-99,000) 29.4% (47) 1.40 (0.73-2.68)
IV (<60,000) 36.9% (59) 1.86 (0.97-3.58)
Education Higher 13.6% (12) 1.00
Secondary 14.6% (48) 1.25 (0.61-2.56)
Primary 40.0% (98) 2.19 (1.08-4.48)
Financial situation Very good/good 14.5% (8) 1.00
Neither good nor bad 14.6% (27) 0.93 (0.37-2.34)
Rather poor 20.2% (43) 1.09 (0.45-2.65)
Very poor 39.0% (76) 291 (1.22-6.95)
Marital status Married 26.5% (129) 1.00
Single 10.2% (11) 1.20 (0.50-2.88)
Divorced/separated 27.7% (18) 0.70 (0.37-1.34)
Settlement City 19.6% (53) 1.00
Rural 27.0% (105) 1.00 (0.65-1.52)
WOMEN
Age group <39 8.5% (25) 1.00
40-49 17.4% (27) 2.27 (1.27-4.07)
50-59 29.9% (46) 4.58 (2.68-7.83)
60-69 45.3% (62) 8.89 (5.23-15.11)
>70 60% (87) 16.14  (9.52-27.35)
Income quartile 1(>160,000) 16.5% (30) 1.00
(Leva) IT (100,000-160,000) 15.6% (26) 0.71 (0.39-1.30)
III (60,000-99,000) 28.8% (60) 1.22 (0.71-2.10)
IV (<60,000) 42.6% (112) 1.50 (0.88-2.55)
Education Higher 12.7% (22) 1.00
Secondary 16.7% (58) 1.39 (0.80-2.42)
Primary 46% (168) 2.84 (1.65-4.88)
Financial situation Very good/good 5.2% (3) 1.00
Neither good nor bad 18.3% (46) 417 (1.21-14.40)
Rather poor 29.1% (90) 545 (1.61-18.49)
Very poor 42% (103) 10.96  (3.22-37.23)
Marital status Married 25.3% (145) 1.00
Single 8.2% (8) 0.69 (0.30-1.58)
Divorced/separated 44.2% (95) 1.06 (0.72-1.56)
Settlement City 21.1% (81) 1.00
Rural 33.2% (167) 1.37 (0.97-1.92)

Note: significant values will be indicated in bold throughout the thesis
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Previous data from Bulgaria

The general determinants of self-reported health are consistent with other work in
Bulgaria. The earlier Bulgarian survey from 1996 examined a slightly different measure,
self-assessed health outlook (categorised as “optimistic” or “pessimistic”). This was
associated with sex, age, education and place of settlement. Men, those with higher
education, younger (under 50), working, and living in the cities, tended to report a better
health outlook than the others. Smokers reported a more positive outlook but this could
be explained by confounding other measures. Lower-educated, the unemployed, and
pensioners were more likely to be ‘pessimistic’ about their health. There was some
relationship between health outlook and income, but it was less direct. Although the
question was slightly different, these findings are generally in line with the current
survey. However, it also raises the issue of psychosocial conditions, which were not
examined in the present survey. Personal insecurity, social exclusion and socio-
economic distress lead to low self-confidence and self-esteem, with implications for self-

reported health.

Inequalities in self-assessed general health in Bulgaria were found in a representative
survey from 1985, although those data were recorded by medical staff. Although those
data were not adjusted for age, there is an apparent association of self-reported health
with education, income and occupation. Better educated and wealthy respondents
reporting better health than others. Other commentators on those results noted that the
correlations of health status with income and education are complex, and hold only for

the lowest social categories'”.

Placing Bulgaria in an international context

Most research has found differences in self-reported health between different socio-
economic groups, although both the nature and scale of the relationship varies. In the
present survey in Bulgaria, self-reported health is significantly associated with age, self-
assessed financial situation and educational attainment, differentials being much steeper
among women.

As in the current study, evidence from many countries shows that women report worse
general health than men'®. A comparative study of the United States, Jamaica, Malaysia,
and Bangladesh shows inequalities in self-reported health between men and women 1n all

age groups, persisting when adjusted for socio-demographic status''. There are some
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important exceptions. A study from the Czech Republic compares the self-reported
health of a sample of wives and husbands living together®. Although the post-
communist transition placed relatively greater strain on women (higher unemployment,
lower earnings, more domestic tasks etc.), no significant difference between genders was
observed in terms of self-reported health. This may be a result of matching of men and
women, but it is likely that the gender inequality in the Czech Republic is still lower than
in the US, where a similar study was carried out'”?. Similarly, the prevalence of poor
self-rated health was higher among women in a Russian study, but not when fully

adjusted for other covariates'’.

The Bulgarian data suggest a significant relationship between self-reported health and
education. Similarly, a comparative study of a range of industrialised countries shows
that reporting of 'less than good' general health is more common among those with lower
education, taken as an indicator of socio-economic status, in all countries included.
Variations in self-reported health, and a range of other health problems according to
socio-economic status, have been found to be larger in the US, Italy, and Canada,
particularly among men, and smaller in the UK, Norway, and Sweden'®. Elsewhere,
having low education was associated with worse health'®’, often exacerbated in old age'”.
Higher education was positively associated with self-reported health, but other mediating
variables were household income, parents' education, smoking behaviour, and social
relations'*. An American study of people over 50 found that the probability of reporting
less than good health was associated with education, morbidity, and health care

utilisation'’s.

Mackenbach et al. report that in most countries in their study (Norway, Netherlands,
Sweden, Italy, France, UK, Denmark and Finland), those with lower secondary or less
education had odds ratio of almost two or higher for reporting less-than-good general
health'®. In Bulgaria the odds ratios for men reporting ill health were 2.19 for men and
2.84 for women with only primary education compared to those with higher education.
Differences in the education scale and problems of definition make comparison
problematic, but essentially, the trend was confirmed that those at the bottom of the

educational scale report significantly worse health than others.

The current study found no impact of marital status on the probability of reporting poor
health. Marital status has been found to have an impact on self-reported health in Russia,

with the widowed more likely to report poor general health'’. Lone mothers have
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reported worse health status than those parents living as couples, adjusted for socio-

economic status'”’,

This study also confirms the finding that self-reported health is associated with income,
broadly understood as command over financial resources. Thus, Doorslaer at al.
demonstrated inequalities in self-reported health in relation to income in nine developed
countries, the lowest income groups consistently most likely to report poor health.
Income related inequalities were lowest in Sweden and East Germany and highest in the

United States and Britain, although the differences were not statistically significant?'.

Similarly, a study from the two parts of formerly divided Germany reports significant
differences in the social pattern of self-reported health. Inequalities in self-reported
health were much greater in the western part, where the poorest income groups were
about twice as likely to report 'less than good' health status than those in high income
groups. In the eastern part, the difference was not significant'®. A similar study, but
only in the western part of Germany, found that respondents below the poverty line
reported significantly more poor self-assessed health than those in the high income

groups, the association being stronger among men'’®.

In contrast to the above, a review of self-reported health in the LSMS and other World
Bank-supported studies', showed that, paradoxically, in most low income countries
covered, the richest population quintile report worse health than the poorest, despite
being likely to score better on objective measures. The most favoured explanation 1s that
the poor have lower expectations. In this context, Bulgaria falls in the same category as

developed countries.

The importance of education and financial situation (indicating living standards) in
explaining self-reported health in Bulgaria is also confirmed in the Health Survey for
England (1996). There, age-adjusted self-reported general health is strongly predicted by
Social Class' of the head of household, with 87% of men and of women in Social Class I
reporting 'good' or 'very good' health, compared to 67% of men and 65% of women in
Class V'®. The odds of people in Social Class V reporting less than good health were
333 times those in Social Class I. As in the Bulgarian survey, there is a negative

association between self-reported health and age.

i §ocial class is commonly used as a summary measure of standard of living and command over
resources. It is based on occupation (or previous occupation) or on husband's occupation in the

case of married women.
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In the UK Health and Lifestyle Survey, respondents with lower income were more likely
to report fair or poor health at all ages'®. For example, 36% of men in social class V
reported less than good health, compared with 12% of men in class I. Among men aged

40-59, those in social classes I/II were 1.73 times as likely to be in good overall health as

men 1n classes IV/V.

Analysis of the British General Household Survey for 1991-2, found that occupational
class is the strongest predictor of ill-health for men and long-term illness for women,

even for those retired and regardless of current employment status'”,

Although self-rated financial status is the strongest socio-economic determinant of self-
reported health in Bulgaria, as in other economies in transition, monetary income alone
proves to be a poor measure. Thus, in the Czech Republic, apart from individual income,
economic hardship, occupation status, some psycho-social factors, consumption and
lifestyle were also found to be significantly associated with self-reported health™'. In
Russia, a recent national cross-sectional study reports that material deprivation,
education, control over life and a lack of informal support networks were strongly
associated with poor, or worse than average, self-rated health'”. Similarly, a US study
shows that those living in states with lowest levels of social capital are significantly more
likely to report "fair" or "poor" health'™. In agreement with these findings, in the
Bulgarian study, the odds of women with poor financial status (subjective measure

including access to informal resources) having poor health were much higher.

Some explanations for these inequalities in self-reported health will be suggested in the

discussion, later in this chapter.

Validity

Self-reported health status is used extensively throughout the analysis as an independent
variable and therefore it is important to ensure its validity. The main question (‘How
would you describe your overall health status over the past 12 months?’) was located at
the start of the section on health status (Section B: B1). A control question was placed in
the introductory description of household characteristics (A2-71, ‘household roster’).
When reaching the main question during the interview, the interviewers were instructed
to go back and check whether the response was consistent with the control question, and

if not, to establish the ‘real answer’. In 4% of cases (n=61), there was discrepancy in
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responses to the two questions, but only 1% (n=18), gave answers at the opposite
extremes of the scale. More importantly, in each response category the discrepancy is
only less than 1%. The second question on self-reported health status was taken as the
“true result” due to the fact that it is more distinctive within the questionnaire, more time

was spent on it and less automatic responses could be expected.

Summary

In summary, self-reported health is strongly influenced by age, financial hardship and
education. Financial hardship has been used as a proxy measure for income due to the
large informal economy, reliance on non-monetary financial resources and exchanges
with social networks, and underreporting of self-stated income in Bulgaria and
transitional economies in general. As Table 5.4 shows, self-reported financial situation
only partially correlates with reported income. This result is consistent with studies from
Russia and the Czech Republic'™ '® which used subjective measures of financial
resources such as material deprivation, and in both cases found them to be significant

predictors of self-reported health.

Table 5.4. Matrix of correlation between selected socio-economic variables

Age group Education Marital Income Financial Settlement
status  quartile situation

MEN

Age group 1.00

Education 0.38 1.00

Marital status -0.10 0.01 1.00

Income quartile 0.37 0.44 0.16 1.00

Financial situation 0.16 0.27 0.01 0.49 1.00

Settlement 0.19 0.33 -0.03 0.19 0.02 1.00
WOMEN

Age group 1.00

Education 0.45 1.00

Marital status 0.32 0.17 1.00

Income quartile 0.41 0.46 0.30 1.00

Financial situation 0.17 0.29 0.17 0.40 1.00

Settlement 0.17 0.40 0.05 0.26 0.09 1.00
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Long-standing illness in Bulgaria

Introduction

The following analysis will focus on the scale and socio-economic determinants of
limiting long standing illness. Limiting long-standing illness has been used in the
General Household Survey and, was introduced in the Health Survey For England in
1996. Here, it will be used because it is a more sensitive measure of ill health and
individual discomfort in everyday life compared to long standing illness. The latter may
involve health problems that are less serious, and thus overestimate the prevalence of

illness (see section on relationship between different measures of general health).

Levels of long-standing illness in Bulgaria

About half of the sample in the Bulgarian survey had at least one long-standing illness or
disability (49% of men and 53% of women). Of those who reported a long-term illness,
80% of men and 82% of women were restricted by it in their everyday life. Therefore,
39% of men and 43% of women from the whole sample reported a limiting long-standing

illness.

In comparison, in the Health Survey for England (1996), 43% of men and of women
reported having any long-standing illness (the wording of the question being the same).
25% of men and 27% of women reported having a limiting long-standing 1llness. The
corresponding figures for limiting long-standing illness in the Bulgarian survey were

much higher: 39% of men and 43% of women.

Data on experience of long-standing illness, disease or disability from 5 countries
showed that the prevalence (as a percentage in total population) ranged between 28% (the

Netherlands) and 41% (Finland) with the highest rates in Bulgaria (Figure 5.2).
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Figure 5.2. Prevalence of long-standing health problems in total populations

. Source: International variation in socio-economic inequalities in self-reported health. A
comparison of the I'\/e'ther/ands with other industrialised countries. Netherlands Central Bureau of
Statistics, Erasmus University, The Hague: sdu/publishers/ cbs-publications, 1992
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Inequalities in limiting long-standing illness in Bulgaria

The social determinants of illness were assessed using /imiting long-standing illness as a
dependent variable, due to its larger impact on the respondents’ activities. The
determinants of limiting long-standing illness were similar to those for self-reported
health. It was significantly predicted by age in both sexes (Table 5.5). For both men and
women, primary education and poor self-assessed financial situations were significant
predictors of reporting of limiting long-standing illness in the age adjusted model. For
women, the relationship with financial situation was more marked. For men, those in the
lowest income group were almost twice as likely to report illness compared to the highest
income group. Single women were significantly less likely to report long-standing
illness. As with self-reported health, perceived financial hardship was a stronger

determinant of illness. The relationship was especially strong among women.

The association between economic variables and long standing illness is likely to be bi-
directional, with poverty predisposing to ill health as well as long standing illness and

disability predisposing to poverty. This must be borne in mind when interpreting the
results.

As in the current survey, in the Health Survey for England (1996) limiting long-standing
illness had a marked association with age. The probability of reporting a long-standing

Allness was one and a half times higher in Social Class V, compared to Social Class I'®".
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Table §.5. Predictor of limiting long-standing illness

Variable Category % (n) reported  Odds ratio (95% CI)
limiting chronic (Age-adjusted)
illness
MEN
Age group <39 18.5% (44) 1.00
40-49 36.3% (45) 2.51 (1.54-4.10)
50-59 42.9% (42) 3.31 (1.97-5.54)
60-69 56.3% (58) 5.68 (3.42-9.45)
>70 71.1% (69) 10.86  (6.28-18.79)
Income quartile I1(>160,000) 27.7% (44) 1.00
(Leva) IT (100,000-160,000) 33.6% (44) 1.07 (0.63-1.83)
IIT (60,000-99,000) 46.9% (75) 1.37 (0.82-2.29)
IV (<60,000) 54.4% (87) 1.82 (1.08-3.08)
Education Higher 29.5% (26) 1.00
Secondary 29.9% (98) 1.16 (0.67-1.99)
Primary 55.1% (135) 1.79 (1.01-3.17)
Financial situation Very good/good 25.5% (14) 1.00
Neither good nor bad 27.0% (50) 1.01 (0.48-2.09)
Rather poor 41.8% (89) 1.74 (0.85-3.55)
Very poor 52.3% (102) 2.65 (1.29-5.42)
Marital status Married 43.1% (210) 1.00
Single 19.4% (21) 0.86 (0.46-1.61)
Divorced/separated 43.1% (28) 0.72 (0.40-1.28)
Settlement City 32.8% (89) 1.00
Rural 43.7% (170) 1.22 (0.85-1.73)
WOMEN
Age group <39 20.4% (60) 1.00
40-49 35.5% (55) 2.15 (1.39-3.31)
50-59 50.0% (77) 3.90 (2.55-5.96)
60-69 65.7% (90) 747 (4.75-11.74)
>70 69.7% (101) 8.95 (5.69-14.09)
Income quartile I (>160,000) 34.1% (62) 1.00
(Leva) I1 (100,000-160,000) 36.5% (61) 0.92 (0.57-1.46)
111 (60,000-99,000) 43.8% (91) 0.97 (0.62-1.53)
IV (<60,000) 54.8% (144) 1.06 (0.67-1.67)
Education Higher 32.9% (57) 1.00
Secondary 31.6% (110) 0.92 (0.61-1.40)
Primary 59.5% (217) 1.55 (1.00-2.39)
Financial situation Very good/good 20.7% (12) 1.00
Neither good nor bad 35.3% (89) 2.17 (1.05-4.48)
Rather poor 46.6% (144) 2.60 (1.28-5.31)
Very poor 52.7% (129) 3.51 (1.70-7.23)
Marital status Married 42.2% (242) 1.00
Single 13.3% (13) 0.42 (0.22-0.80)
Divorced/separated 60.0% (129) 1.11 (0.77-1.60)
Settlement City 40.2% (154) 1.00
Rural 45.7% (230) 0.95 (0.70-1.28)
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In the UK, low income has been consistently associated with poorer health, particularly
for chronic illness and limiting illness in middle age™. The odds ratio were similar to

those found in the current survey for self-reported health and income, and education.

In data from Western Europe, there were small cross-country differences in the odds of

reporting long-standing illness by educational group, but in general, people with lower

education reported more long-term disabilities'.

Comparison with two reviews of developed countries in Western Europe™® '7¢ shows that,
in Bulgaria, the scale of variation in long-standing illness by education, is high.
Especially among men, the odds ratios of reporting a long-standing health problem by
education were among the highest values in the West (in Sweden and Italy). The odds

ratios for women in Bulgaria were among the lowest.

Limiting chronic illness used in the Bulgarian survey corresponds closely with a measure
used in a study from Germany looking at the proportions of respondents who were
'considerably' hindered in their everyday routines due to health'®. In general, men and
women in the eastern part of Germany reported that they were less restricted by health
problems than those in the western part. In the eastern part, men in the lowest income
groups ('below or near the poverty line'), were significantly more (OR=2.35) likely to be
restricted in their daily life than those in the higher income quartiles. In the western part,
poorer men and women were significantly more likely to be restricted than richer ones,
but the relationship is stronger for men (men: OR=3.23; women: OR=1.83). In the
current study, among men, the gradient is steeper for age, income, education; and for
women, it is steeper for financial hardship.

A study limited to western Germany found that both men and women below the poverty
line were hindered in daily activities compared to wealthier groups'®, with men reporting

higher levels of disability.

Summary

The levels of long standing illness and limiting long standing illness in Bulgaria appear
very high compared to the West. Some definitional and textual variations may have
contributed to this difference. The old, poor, less educated, and single (women only) are

significantly more likely to report limiting long-standing illness.
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The socio-economic determinants of limiting long-standing illness are similar to the
West, but with generally higher odds ratios. As with self-reported health, financial

hardship appears to be a better predictor of limiting long standing illness than income.
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Episodes of iliness in Bulgaria

Results

51% of men and 61% of women reported at least one episode of illness in the past year
(May 1996-May 1997).

The most recent episode of illness was identified in order to estimate the expenditure
incurred for this particular episode, as well as the ability of the individual to pay (chapter
8). 17% of men and 24% of women had been ill in the 4 weeks prior to the survey
(April/May 1997). 61% of men and 60% of women reported an illness occurring more
than four weeks earlier. 23% of men and 16% of women could not recall an illness or
did not respond to the question and these respondents were excluded from subsequent
analysis of utilisation patterns and health expenditure. As expected, most illnesses

recalled had occurred since 1996.

The pattern of reporting illness is different from other health measures, and among men
and women (Figure 5.3). There is much less variation between socio-economic
categories than is the case with self-reported health. The probability of reporting at least
one illness in the past year generally increased with age, although the increase among
women was less dramatic. Rather more women than men under 39 reported an illness in
the preceding year, although this can be explained partly by the additional burden of
gynaecological or obstetric causes. Higher income is associated with fewer episodes of
illness among men, but for women there is no apparent relationship with income. As in
the case of self-reported health, financial hardship shows a clearer association with

reporting illness than with income. Reporting illness is more common among people

with higher education.
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Figure 5.3. Percentage reporting at least one illness in previous year
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Once again, it was necessary to adjust for age when examining the impact of other
variables, due to the strongly significant association of age and illness reporting (Table
5.6). The generally weaker relationship with socio-economic variables is confirmed.
There is a tendency for the least well educated to report fewer illnesses, despite their
rather worse self-reported health, although this is significant only for women. Women
with higher education were twice as likely to report at least one illness. In the univariate
analysis, fewer single men reported episodes of illness, but there was no difference
among women. However, any differences disappear after adjusting for age in the
multivariate analysis. Although income is not significant, financial deprivation is a

significant predictor, among women, for reporting illness in the past year.

The levels of illness in the current survey (17% of men and 24% of women, 1997) are
higher than those registered by the World Bank 1995 Bulgaria Integrated Household
Survey (BIHS) where 12% of men and 8% of women reported an illness over a four
week recall period. Given the similarity of the samples and research instruments, it
seems that there is an increase in levels of reporting of illness between 1995 and 1997,
when the current survey was conducted. The BIHS also found a link between illness
reporting and income, especially for the lowest income quintile, which is similar to the

1997 study'®.

The rate of sickness in the past four weeks can also be compared to the ‘acute sickness’
measure in the Health Survey for England, where 15% of men and 19% of women had
acute sickness in the past two weeks'™s. Thus, the figures reported in Bulgaria appear
lower than could be expected, given the longer recall period of four weeks.

The level of illness reporting (in past four weeks) seems somewhat high compared to
previous data from Bulgaria. It is also higher than, for example, the rate in Kyrgyzstan
where in a 1994 survey'®, only 12% reported illness in the past four weeks; but lower
than in the Health Survey for England (1996). Again, differences in terminology and

recall periods make comparisons problematic.

Summary

For men, only age is significantly associated with illness reporting, while for women,
age, education and financial situation are significant. The distribution of illness among

socio-economic groups is more uniform compared to the other health measures.

150



Table 5.6. Predictor of reporting of illness (at least one illness in past year)

Variable Category % reported at least Odds ratio (95% CI)
one illness (Age-adjusted)
MEN
Age group <39 41.2% (98) 1.00
40-49 53.2% (66) 1.63  (1.05-2.52)
50-59 52% (51) 1.55 (0.97-2.49)
60-69 58.3% (60) 1.99 (1.25-3.19)
>70 60.8% (59) 2.22 (1.37-3.59)
Income quartile I1(>160,000) 50.3% (80) 1.00
(Leva) IT (100,000-160,000) 44.3% (58) 0.73 (0.45-1.17)
I1I (60,000-99,000) 50% (80) 0.81 (0.50-1.29)
IV (<60,000) 61.9% (99) 1.34 (0.83-2.17)
Education Higher 56.8% (50) 1.00
Secondary 47.6% (156) 0.72 (0.44-1.16)
Primary 52.2% (128) 0.66 (0.39-1.11)
Financial situation Very good/good 41.8% (23) 1.00
Neither good nor bad 44.3% (82) 1.06 (0.57-1.96)
Rather poor 54.5% (116) 1.54 (0.84-2.84)
Very poor 55.4 (108) 1.57 (0.85-2.90)
Marital status Married 52% (253) 1.00
Single 42.6% (46) 1.07 (0.65-1.77)
Divorced/separated 53.8% (35) 0.98 (0.58-1.67)
Settlement City 49.4% (134) 1.00
Rural 51.4% (200) 0.99 (0.72-1.37)
WOMEN
Age group <39 57.1% (168) 1.00
40-49 58.7% (91) 1.07 (0.72-1.58)
50-59 59.7% (92) 1.11 (0.75-1.65)
60-69 65.7% (90) 1.44 (0.94-2.19)
>70 66.9% (97) 1.52 (1.00-2.30)
Income quartile I (>160,000) 61.5% (112) 1.00
(Leva) 11 (100,000-160,000) 57.5% (96) 0.82 (0.53-1.26)
111 (60,000-99,000) 63% (131) 0.97 (0.63-1.47)
IV (<60,000) 60.8% (160) 0.81 (0.53-1.24)
Education Higher 66.5% (115) 1.00
Secondary 60.9% (212) 0.76 (0.52-1.12)
Primary 58.1% (212) 0.49 (0.32-0.76)
Financial situation Very good/good 51.7% (30) 1.00
Neither good nor bad 56% (141) 1.17 (0.66-2.08)
Rather poor 69.9% (216) 2.04 (1.15-3.63)
Very poor 57.6% (141) 1.19 (0.67-2.12)
Marital status Married 59.5% (341) 1.00
Single 61.2% (60) 1.24 (0.77-2.00)
Divorced/separated 64.2% (138) 1.03 (0.72-1.47)
Settlement City 65.0% (249) 1.00
Rural 57.7% (290) 0.67 (0.51-0.89)
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Relationship between different measures of dgeneral health

This section will examine briefly the relationships between the health measures

employed in this survey. These measures will be compared with each other and their

further use in the analysis will be clarified.

As described earlier, in the current survey several measures were used to examine the
health status of the sample: ‘self-reported health status’, ‘chronic illness’, 'chronic
limiting illness’, ‘number of illnesses in past year’ and °‘last episode of illness’. ‘Self-
reported health status’ referred to a general assessment of overall health status, ‘number
of illnesses in past year’ specified a time frame of 12 months prior to the survey, and

‘last episode of illness’ shortened the recall period to the last 4 weeks.

Most health measures are closely interrelated. As self-reported health is central to the
subsequent analysis, only its relationship with the other health measures will be explored.
There is a clear relationship between reporting of poor health status and having a limiting
chronic illness, and between poor health status and number of illnesses in the past year
(Table 5.7). Of those reporting poor/ rather poor health, 94% have a chronic illness, 88%
have a long-standing illness limiting their activities, and 77% had at least one illness in
the preceding year. Having limiting long-standing illness had the strongest impact on

reporting of poor or very poor health (56%), and reporting illness, the least (36%).

This result is comparable to the Health Survey for England (1996) finding that adults
with limiting long-standing illness tend to report bad/very bad health at a much higher
rate then those who have non-limiting longstanding illness or no longstanding illness at
all'®®, Limiting illness has more impact on daily activities and is potentially more
serious. In a survey from Finland, 96% of men and 95% of women with poor or fairly

poor self-reported health reported a chronic illness'*.

"Last episode of illness' was also related to reporting poor health, with the proportion of
respondents reporting poor health being twice as high among those who were ill in the

past 4 weeks as for those who were ill more than 4 weeks ago (53%).

The health measures were also compared in terms of their variance by selected socio-
economic variables (Table 5.7). All three variables behave in a similar way. Among men
and women older age is significantly predictive of worse self-reported health, reporting
of chronic limiting illness and illness in past year. For women, self-perceived financial

situation is a significant predictor of all health measures. Another factor significantly
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related to all health measures for both sexes 1s education. In the Health Survey for
England (1996) the determinants of the general health measures were also very similar,

with women, older people, and people in the lowest social classes having a higher

probability of reporting poor health.

It is notable that reported illness has a slightly different pattern. This could be explained
partly by the longer recall period (one year), while the other measures reflect current
health. Blaxter emphasises that self-reported health and illness reflect a different aspect
of health™. Many respondents define their own health as generally good, yet at the same

time report having illness symptoms.

The overall assessment of health status (‘self-reported health status’) will be used mainly
as an explanatory variable in the subsequent analysis. Firstly, as discussed earlier in this
chapter, self-reported health is used widely in other studies and its use here will allow for
international comparisons. Secondly, it is more clearly and consistently associated with
socio-demographic characteristics than the other two measures. Limiting long-standing
illness will be used as an explanatory variable in some specific cases estimating the
burden of disease and expenditure. Reported illness will be used mainly in exploring

incurred health care expenditure.

Table 5.7. Relationship between self-reported health and other health measures

Self-reported health
Good/Rather good Bad/Rather bad
Count Row % Column % Count Row % Column %
Chronic illness No 732 97.0 64.2 23 3.0 5.7
Yes 409 51.6 35.8 383 48.4 94.3
Limiting chronic illness No 857 948 75.1 47 52 11.6
Yes 284 442 249 359 55.8 88.4
At least one illness in past year No 582 864 51.0 92 13.6 22.7
Yes 559 64.0 49.0 314 36.0 77.3
Last ill in past 4 weeks 150 47.0 17.2 169 53.0 442
Last ill more than 4 weeks ago 721 T77.2 82.8 213 22.8 55.8

153



Table 5.8. Predictor of probability of reporting poor health status (comparison of

measures)
Variable Category Odds ratio (95% CI; Age adjusted rates)
Self reported Limiting Iliness episodes
health chronic illness - past year
MEN
Age group <39 1.00 1.00 1.00
40-49 2.08 2.51 1.63
50-59 3.54 3.31 1.55
60-69 9.48 5.68 1.99
>70 15.35 10.86 2.22
Income quartile 1 (>160,000) 1.00 1.00 1.00
(Leva) II (100,000-160,000) 1.43 1.07 0.73
1T (60,000-99,000) 1.40 1.37 0.81
IV (<60,000) 1.86 1.82 1.34
Education Higher 1.00 1.00 1.00
Secondary 1.25 1.16 0.72
Primary 2.19 1.79 0.66
Financial situation Very good/good 1.00 1.00 1.00
Neither good nor bad 0.93 1.01 1.06
Rather poor 1.09 1.74 1.54
Very poor 291 2.65 1.57
Marital status Married 1.00 1.00 1.00
Single 1.20 0.86 1.07
Divorced/ widowed 0.70 0.72 0.98
Settlement City 1.00 1.00 1.00
Rural 1.00 1.22 0.99
WOMEN
Age group <39 1.00 1.00 1.00
40-49 2.27 2.15 1.07
50-59 4.58 3.90 1.11
60-69 8.89 7.47 1.44
>70 16.14 8.95 1.52
Income quartile I (>160,000) 1.00 1.00 1.00
(Leva) II (100,000-160,000) 0.71 0.92 0.82
111 (60,000-99,000) 1.22 0.97 0.97
IV (<60,000) 1.50 1.06 0.81
Education Higher 1.00 1.00 1.00
Secondary 1.39 0.92 0.76
Primary 2.84 1.55 0.49
Financial situation Very good/good 1.00 1.00 1.00
Neither good nor bad 4.17 2.17 1.17
Rather poor 5.45 2.60 2.04
Very poor 10.96 3.51 1.19
Marital status Married 1.00 1.00 1.00
Single 0.69 0.42 1.24
Divorced/ widowed 1.06 1.11 1.03
Settlement City 1.00 1.00 1.00
Rural 1.37 0.95 0.67
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Figure 5.4a. Measures of health in relation to some socio-demographic variables (men)
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Figure 5.4b. Measures of health in relation to some socio-demographic variables (women)
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Discussion

This section looked at the levels of self-reported health, limiting long standing illness and
occurrence of illness in the past year, and the associations of those measures with some
socio-economic characteristics. The implications of these results for the health financing

reform will be discussed, but first it is necessary to recall the survey’s methodological

limitations.

As noted above, self-reported health may be criticised as being subjective, but it has been
shown to be a good predictor of mortality'®: those reporting poor health having a death
rate 2-3 times higher than those reporting their health as poor over a nine year period. It
is also more closely associated with subsequent use of medical services than are variables
based on defined medical conditions'. The non-response bias could elevate the overall
prevalence of poor self-reported health if those in good health or with no chronic
illnesses are more difficult to contact. Conversely, as the survey excluded those in
institutional care; severely disabled; very poor; or without a permanent address;
prevalence data may under-estimate poor health, although the extent of institutional care

for adults in Bulgaria is very small.

Despite difficulties in comparing levels of self-reported health across countries, the
overall levels of self-reported health appear, surprisingly, to be somewhat similar to
those in Western Europe™®. The share of those who reported 'less than good health' in
the Bulgarian sample was closer to northern European levels, although lower than those
of Finland, Canada, UK, and US' ' The proportion reporting 'good/rather good
health', in the Bulgarian survey comes close to the corresponding figure in the Health

Survey for England (1996), and to the UK Health and Lifestyle Survey (1984-5)'.

Evidence from elsewhere shows that women report worse general health than men™ "',

In the Bulgarian study, the gap between the self-reported health of men and women 1s
very small. Similarly, studies from the Czech Republic and from Russia report no

significant difference between men and women in self-reported health'®" "¢

Although the levels of poor self-reported health seem generally lower than expected, it 1s
not uniformly distributed in the population. The main importance of this study is the
information that it provides on the social stratification of health in Bulgaria. Financial
hardship stands out as a particularly strong predictor of less than good health among

women. Women who describe themselves as very poor are eleven times more likely than
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those who are in a good or very good position, to report poor or very poor health
Education is significantly associated with reporting less than good health among men,
and especially among women. The observation that women who completed only primary
education have worse self-reported health status may be because those completing only
primary education contain a relatively high proportion with physical disabilities or who
had chronic illnesses in childhood. Girls with such disabilities may have been
disproportionately disadvantaged in educational terms. The odds of reporting poor health

increase as income falls, but do not reach significance.

As indicated earlier, in contrast to the situation in developed countries, monetary income
appears to be less consistent a predictor of health in Bulgaria than self-assessed financial
situation. The link between self-reported health and income is recognised to be more
complex in developing and middle-income countries™®.  Apart from potential
misreporting of income, the specificity of the post-communist social structure may play a
role. In the communist society, access to scarce goods (including high-quality health
care), was determined ‘by affiliation to the structures of power'®. After 1989, access to
luxury goods (including health care) started increasingly to be based on individual merit
and earned income, similar to the West. This process has been slow, and in 1997, when
the survey was carried out, inherited privileges, membership of particular social
networks, or possession of particular assets remain much more indicative of social status.
This shows that socio-economic indicators used in the West, such as income or social
class, are not readily applicable. In the case of Bulgaria, the use of self-rated financial
situation (used as a proxy for income) proves to have a discriminating power, and is
strongly correlated with self-reported health. An additional problem is that income has
not been adjusted for the size of household. Studies from Russia and from the Czech
Republic'® '®' also emphasised the predictive strength of subjective assessment of
financial status, such as ‘material deprivation’ and ‘economic hardship’. Given the
importance of financial hardship in explaining socio-economic health inequalities, it will
be used in conjunction with income and other measures of wealth, in the subsequent

analysis of affordability.

The strong socio-economic gradient of self-reported health in Bulgaria is consistent with
patterns of health inequalities observed in Western Europe' 2 7°. Education seems to
have an independent strong relationship with health'® ' ' which is found also in this

survey. The odds ratio of people with only primary education to report less-than-good
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health compared to those in the higher educational groups is comparable to that in

Western Europe'™®.

In other countries, age-adjusted self-reported general health is found to be strongly
associated with the social class of the head of household (Health Survey for England,
Health and Lifestyle Survey, British General Household Survey for 1991-2). Social class
1s a construct based on occupation and indicative of income and overall resources of the
household. For comparative purposes it could be operationalised in Bulgaria to include
education and financial situation which, in combination, largely determined the social
position of individuals in Bulgaria. These tend to be strong predictors of poor/very poor
health in the current survey. According to Blaxter, not just income, but also the ability to
command resources is a very important predictor of health. This is confirmed in this

survey, with the link between financial hardship and self-reported health'.

The findings for Bulgaria suggest that the aggregate determinants of self-reported health
are more evenly distributed across socio-economic groups among men than women. This
result contradicts the findings from other surveys from industrialised countries, which
show that inequalities in health among women are greater than among men'® '8
although the Health Survey for England (1996) showed that the odds of poor general

health were higher for women for several health measures'.

In contrast to the situation with self-reported health, the overall prevalence of limiting
long-standing illness and disability in Bulgaria is much higher than that in the West'® '®.
The social pattern of limiting long-standing illness is similar to self-reported health, but
the gradient is less steep. When adjusted for age, measures relating to socio-economic
status (education, income - for men, financial hardship) are strongly significant
predictors of limiting illness. Among women, Socio-economic inequalities are larger
than among men, but income is not a significant determinant of health. Comparison with
an international review shows that the differences in long-standing health problems by
education among men in the Bulgarian survey are very high compared with Western
Europe'® '8, Again the Bulgarian data show that, although income does appear to
explain variations among men, financial situation is a more powerful explanatory
variable.

The association of illness reporting with age is weaker than for the other measures, which
is consistent with findings from other surveys'. Education and financial situation are

significant only among women. There is a tendency for the least well educated to report
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fewer illnesses despite their rather worse self-reported health, although this is only
significant for women. The UK finding that women tend to report more illness
symptoms in the past month is also found in this study, but the relationship with income
is not explicit'®. Among men, higher income is associated with less illness but the
converse 1s true among women. The latter would be consistent with findings from
elsewhere that better educated respondents, and those with greater experience of using

services, are more likely to report illnesses!®® 1812

All three measures used: self-reported health, limiting long-standing illness and reported
illness episodes, are interrelated. Those reporting pootr/ rather poor health are also likely
to have a limiting chronic illness or to report illness occurring in the preceding year.

Such close relationship between measures of general health is found elsewhere' 165

Both self-reported health and limiting long-standing illness show similar socio-economic
gradients. However, socio-economic status correlates poorly with what the individual
defines as an illness. This last measure reflects the occurrence of an illness and triggers
the decision to seek care and shows much less age and socio-economic variability. The
large variations in self-reported health are translated into relatively small differences in
reporting an illness, e.g. those over 70+ were 16 times more likely to report poor health,
but only twice as likely to report illness. Reporting good health, but also having suffered
an illness, is not an uncommon scenario'®, because self-reported health is a subjective
experience of health, while illness implies objective symptoms, which can be subjected
to health care intervention. Thus, reported illness is a much less sensitive reflection of
socio-economic differences than is self-reported health and the latter will be used as an

explanatory variable in the subsequent analysis of willingness and ability to pay.

The scale of the inequalities in health, especially among women, is surprising given the
efforts of the state in the recent past (pre-1989) to equalise social conditions and access
to health care. Explanations could be sought in the widening socio-economic inequalities
in the decade after the political transition of 1989, with wealth polarisation and
marginalisation of people with low educational attainment and resources as a
consequence of the decline in living standards. Unfortunately, with a few exceptions
such as Hungary there is little historical data with which to compare Bulgaria in terms of
present inequalities in health'' and, in most countries, there is almost no information on
the current situation that could be used to monitor future trends. Interestingly, in 1997,

the socio-economic variations in self-reported health and long-standing illness were
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larger in the western rather than in the eastern part of Germany'®. The presence of a
steep socio-economic gradient in health in Bulgaria is contrary to the assumption that

equality enforced by the state during communism still holds.

The situation with regard to major risk factors is conflicting™*'®, Until relatively
recently, smoking has been uncommon among women and few women drink heavily.
Smoking among men varies little according to socio-economic variables and heavy
drinking is most common among the better off. With the exception of the present survey,

there is almost no data on health attitudes and health-related behaviour by socio-

economic groups.

There is growing evidence pointing to psychosocial factors to explain variations in
health™ ™. Among the factors contributing to a worse perception of health status are the
breakdown of universal social provision systems during the transition, expansion of the
private sector in services previously guaranteed by the state, and weakening informal

support mechanisms.

Another factor suggested by Mackenbach et al. is that higher social mobility might
contribute to higher inequalities in health. Bulgaria has had relatively low social
mobility, almost universal property ownership and inherited resources. The accelerated
social and labour mobility in the 1990s, may have contributed to the rise in social

inequalities in general.

The higher differential of health among women is difficult to explain. Women suffered
disproportionately more from the break down of state support mechanisms, especially
those related to child rearing. Unemployment among women is higher, they are
generally poorer and usually are significantly more involved in housework. These

problems have been exacerbated during the transition.

However, there are several issues which require further attention. Identifying differences
in levels of health need in population is highly sensitive to the measure used. It is also
likely that in some poorer sections of society, poorer people may feel that their health is
not good, but are unwilling to define themselves as ill and seek care. The characteristics

of this group will be explored further in the following section.

Data on health status have important implications for health system financing and should
be taken into account when assessing the applicability of health financing options from

elsewhere. Several conclusions can be drawn. First, the current demographic and health
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status of the population poses serious challenges for the design of a sustainable and

equitable health financing scheme.

Second, the levels of self-reported health in Bulgaria are generally comparable to those in
the West, but the levels of limiting long standing illness are significantly higher. This is
likely to indicate a greater need for health care and prevention, and thus more financial

resources are needed to sustain the system at a time when health care spending has

contracted dramatically.

Third, the results presented above also suggest that significant social inequalities in
health are present in Bulgaria, the pattern of health inequalities being similar to those
observed in the West. Moreover, the scale of the inequalities in health in Bulgaria is
comparable to the highest values observed in the West, and may be even higher for
women. The odds ratios for inequalities among women are above what is observed in
other CEE studies and, especially for financial hardship, seem extremely high. The
groups who are most likely to suffer ill health are the old, those experiencing financial
hardship or deprivation (especially women), and those with only primary education.
These groups are also likely to be disadvantaged in terms of their position in the labour
market, to rely on less support from informal networks, and therefore their ability to cope
with i1l health will be lower®2.

Fourth, the weaker correlation between ill health and income requires rethinking of the
financing structure of the health care system. A possible introduction of co-payments in
conjunction with compulsory insurance, with exemptions based on income only, means
that those who are both less healthy and less able to contribute to a scheme, will be at
particular disadvantage. This may deter some of the ‘'necessary utilisation' and

ultimately, increase the burden of disease.

ILLNESS BEHAVIOUR

Introduction

Having established differences in levels of need within the population, this section will
seek to examine how they translate into utilisation. Firstly, it will explore current levels
and patterns of illness behaviour among those using health care. Then it will look at the

characteristics of groups who report low or no use of services. Finally, the reasons for

this behaviour will be discussed.
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In the context of the present study, it is essential to establish levels of health care
utilisation and their socio-economic determinants. Identifying barriers to receiving
health care in general, and among specific population groups who are likely to be
constrained in their access to health care, 1s essential for the design of an equitable health
financing scheme. Such data could facilitate understanding the need and demand for

health services and the financing arrangements required to meet this demand.

Results

Characteristics of health services users

The first step is to establish who are the ‘users’ of health services, specifically how

consultation rates vary within population.

The most recent consultation with a health professional was identified. Overall 17% of
men and 24% of women visited a health professional in the preceding four weeks, and
59% of men and 53% of women had their consultation between January and April 1997.
Table 5.9 presents the variation in consulting rates among those who reported using

health services in the four weeks preceding the survey.

There are few differentials between groups (especially among women) in the rate of
consulting. The exception is the oldest, who reported more consultations. Men in the
lowest income quartile or in a very poor financial situation reported about twice as many
consultations as those in the top two quartiles or with a very good financial situation.
Among women, there is much less variation by income. Also, quite expectedly,
respondents reporting poor health status, chronic illness, or those who had at least one
illness in the past year consulted a health professional much more than the others. The
utilisation rate among men who are divorced, separated or widowed was much higher
than among single or married men. In general, apart from age, there was much less

variation in relation to socio-economic characteristics among women.
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Table 5.9. Characteristics of people consulting a health professional in 1997

Variable Category Consulted in previous 4 weeks (April-
May 1997)
MEN WOMEN
Age group <39 10.9 % 14.6 %
40-49 16.1 % 20.6 %
50-59 19.4 % 30.5 %
60-69 233 % 358 %
>70 32.0% 262 %
Income quartile I (>160,000) 12.6 % 23.1%
(Leva) II (100,000-160,000) 16.0 % 21.6 %
IIT (60,000-99,000) 17.5 % 22.1%
IV (<60,000) 28.8 % 26.6 %
Education Higher 14.8 % 20.2 %
Secondary 16.2 % 22.1%
Primary 22.0% 26.6 %
Financial situation Very good/good 18.2 % 6.9 %
Neither good nor bad 13.0 % 26.6 %
Rather poor 16.0 % 259%
Very poor 26.7 % 21.6 %
Marital status Married 17.5 % 25.0 %
Single 13.0 % 11.2 %
Divorced/separated 323 % 25.6 %
Settlement City 19.2 % 214 %
Rural 17.5 % 252 %
Self-reported health Good/Rather good 93% 15.5 %
Bad/Rather bad 46.2 % 44.4 %
Chronic illness No 8.0 % 13.7 %
Yes 34.0 % 36.5 %
At least one illness No 5.5% 11.2 %
Yes 30.5% 31.5%

Probability of consulting in case of illness

This section will first examine how probability of consulting a health professional, given
that one feels ill, varies within the population, i.e. are there inequalities in seeking care
after adjustment for illness?

The subsequent analysis centres only on those who reported ever being ill. Those who
reported visiting a health professional in the preceding 4 weeks (18% of men and 24% of
women), in April/May 1997, give rise to numbers too small for a reliable analysis of
determinants of utilisation. One possibility is maximise the recall period, i.e. to include
also those whose consultation was more than 4 weeks ago (56% of men and 58% of
women), but this introduces the possibility of recall bias. To accommodate such issues,
the subsequent analysis will focus on those reporting illness and visiting health
professionals in January-May 1997. A composite variable (taking into account two

control questions on timing of utilisation) was created, comprising all those who have
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been ill and visited a doctor in the period January-May 1997. This provided sufficient

numbers and minimised recall bias.

The probability of consulting with a health professional can be examined by means of
multivariate regression (Table 5.10). Consultation during a recent illness (in past 4

weeks) and in the period January-May 1997 were used as dependent variables.

Older age was strongly associated with higher consultation rates in the past 4 weeks for
men and women. When adjusted for age, men in the lowest income quartile were twice
as likely as those in the top income quartile to consult. Women in 'less than very good'
financial situations were significantly more likely to visit a physician. Divorced or
separated men were 2.5 times more likely to consult a physician than those who are
married. For both men and women, poor self-reported health was a strongly significant
predictor of consulting with a health professional in past 4 weeks. Men in rural areas

were less likely to have consulted in that period.

The analysis was repeated, focusing on the probability of consulting during an illness
occurring in January-April 1997 (last illness). Here, the variations are even smaller, with
only age and self-reported health having significant impact on probability of consulting.
However, financial hardship remained a significant predictor of consulting. Although
more people reported visiting health professionals, the potential for response bias is
slightly higher, thus making conclusions difficult. This suggests that the distribution of
utilisation rates is relatively equal. However, the best educated and the wealthiest are
more likely to report an illness and this seems to mean that they are also more likely to

use services.

It should be noted that 23% of respondents described their health as poor/very poor, yet
did not report any illness in the preceding year. This might mean that those respondents
do not define themselves as ill and therefore do not seek medical care. It could be
hypothesised that this group is consciously restricting their access to health care. It is
interesting to see how this group compares to the overall sample. Compared to the
general sample, people reporting poor health and no illness are mostly in the older age
groups, in the lower income quartiles, with only primary education, assess themselves as
financially constrained, and live in rural areas. The small numbers (n=92; 6% of all

sample) prevent a meaningful analysis of the variations of utilisation by socio-economic

status specifically for this group.
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Non-users of health services

This section will look closely at the socio-economic characteristics of those who did not
consult a health professional in different circumstances. These could be people who
were ill but nevertheless did not consult a doctor (at any time or in the past 4 weeks), and

those who stated that they have never been ill or have never visited a doctor.

Of those who reported ever being ill, overall 26% of men and 28% of women did not
consult a doctor. When looking at the consultation rates of those who reported ever been
ill, it appears that men in the age groups 40-70 consulted less than those over 70. For
women, the exact opposite pattern emerges, women over 70 being less likely to consult.
Of those over 70, 20% more women than men did not consult a health professional.
There is no discernible variation of non-utilisation rates by income, financial hardship

and education in both men and women.

Among the respondents who were ill in the preceding 4 weeks, 29% of men and 33% of
women reported not seeing a health professional regarding their illness. Due to the
smaller numbers in this group, it is difficult to draw firm conclusions, but non-utilisation
rates are similar. The difference is that here, a higher proportion of men and women
below 40, with only primary education, in the lowest income quartile, with worse
financial situations, married, or living in rural areas (for men), or with good/very good

health, refrained from consulting when ill in the last 4 weeks.

The distribution of those who reported illness (no time-period specified) but did not
consult, by socio-economic status, appears more equal than the distribution of those with
illness in the past 4 weeks. One reason could be that inequality of utilisation is rising.
Some utilisation might have also reduced in recent years, with the non-utilisation rate
between 1996 and 1997 increasing from 21% to 33% for men and from 17% to 33% for
women. However, a fall in utilisation cannot be established conclusively on the basis of

the current cross-sectional survey and further research is needed.

Those who reported illness (in the past 4 weeks or earlier) could be compared to the
general socio-economic distribution in the sample in order to establish the profile of
those who were ill, but did not seek medical help. Men of working age (18-70) and
women over 70 consult less (if ill) than expected. There is not an explicit relationship of
utilisation with income, financial hardship, education. Men and women with good/very

good health utilise health services much less, which is intuitive. It should not be
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overlooked that 34% of men and 41% of women experiencing illness in the past 4 weeks
(15% and 22% respectively among those 'ever ill') and reporting poor/very poor health,

did not consult a health professional. The reasons will be explored later in this chapter.

The characteristics of those stating that they have never had illness (23% of men, 16% of

women) or visited a physician on any occasion (26% of men, 18% of women) are shown

in (Table 5.11a/b).
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Table 5.10. Predictor of probability of consulting a health professional for last illness

Variable Category Odds ratio (95% CI), Age-adjusted
Probability of consulting Probability of consulting
in last 4 weeks in Jan-May 1997
MEN
Age group <39 1.00 1.00
40-49 1.63 0.85-3.12 1.20 0.71-2.02
50-59 2.02 1.03-3.96 1.40 0.80-2.45
60-69 2.61 1.37-4.94 1.49 0.87-2.54
>70 3.24 1.76-5.95 2.40 1.42-4.07
Income quartile I(>160,000) 1.00 1.00
(Leva) IT (100,000-160,000) 1.31 0.65-2.64 0.93 0.54-1.62
11 (60,000-99,000) 1.21 0.61-2.42 0.72 0.41-1.27
IV (<60,000) 2.23 1.15-4.32 1.06 0.62-1.83
Education Higher 1.00 1.00
Secondary 1.48 0.75-2.95 0.94 0.55-1.60
Primary 1.25 0.60-2.58 0.75 0.42-1.36
Financial situation Very good/good 1.00 1.00
Neither good nor bad 0.59 0.25-1.41 1.08 0.52-2.23
Rather poor 0.61 0.26-1.40 0.93 0.46-1.89
Very poor 1.28 0.57-2.91 1.07 0.52-2.20
Marital status Married 1.00 1.00
Single 1.55 0.71-3.40 0.69 0.37-1.28
Divorced/separated 2.49 1.29-4.79 1.44 0.79-2.64
Settlement City 1.00 1.00
Rural 0.64 0.41-0.99 0.95 0.66-1.39
Self-reported health Good/Rather good 1.00 1.00
Bad/Rather bad 6.72 4.05-11.15 5.24 3.27-8.40
WOMEN
Age group <39 1.00 1.00
40-49 1.50 0.89-2.53 1.46 0.95-2.25
50-59 2.47 1.52-4.02 1.68 1.09-2.59
60-69 3.18 1.94-5.22 1.89 1.21-2.95
>70 2.10 1.26-3.49 1.14 0.74-1.76
Income quartile 1 (>160,000) 1.00 1.00
(Leva) 1T (100,000-160,000) 0.91 0.54-1.55 0.80 0.50-1.28
111 (60,000-99,000) 0.80 0.48-1.35 0.98 0.63-1.53
IV (<60,000) 1.01 0.60-1.70 1.31 0.83-2.09
Education Higher 1.00 1.00
Secondary 1.14 0.71-1.84 0.97 0.65-1.44
Primary 1.29 0.77-2.15 0.85 0.55-1.34
Financial situation Very good/good 1.00 1.00
Neither good nor bad 5.65 1.93-16.52 2.11 1.08-4.11
Rather poor 4.64 1.59-13.50 2.51 1.30-4.83
Very poor 3.89 1.32-11.47 1.97 1.01-3.87
Marital status Married 1.00 1.00
Single 0.61 0.30-1.25 0.97 0.57-1.65
Divorced/separated 0.78 0.51-1.18 1.00 0.69-1.46
Settlement City 1.00 1.00
Rural 1.25 0.89-1.76 1.17 0.87-1.58
Self-reported health Good/Rather good 1.00 1.00
Bad/Rather bad 3.44 2.35-5.04 2.40 1.68-3.43
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Table S.11a. Socio-demographic profile of people not using health services (men)

Variable % ill (any time), % ill (past 4 weeks), | % - no illness % no % in sample
not consulted not consulted ever consultation .
ever .
MEN count row % | count row % count row % | count row % | count  row % {
Age group <39 52 29.9 13 41.9 64 26.9 68 286 | 238 @ 361
40-49 28 30.1 4 12.9 31 25.0 36 290 | [24 188
50-59 18 24.7 2 6.5 25 25.5 27 276 | 98 148
60-69 22 26.8 8 25.8 21 20.4 28 27.2 . 1oa 156
>70 13 15.1 4 12.9 11 11.3 13 13.4 97 . 147
Income quartile I (highest) 34 27.2 6 19.4 34 21.4 38 239 | 158 = 261
(Leva) I 26 26.8 9 29.0 34 26.0 37 bl @
111 34 29.1 8 25.8 43 26.9 46 28.8 . 10 267
IV (lowest) 31 22.8 8 25.8 24 15.0 33 20.6 160 26.2
Education Higher 18 23.7 4 12.5 12 13.6 16 182 | . 88 13.3
Secondary 72 29.8 14 43.8 86 26.2 98 299 | 8 49.6
Primary 44 23.0 14 43.8 54 22.0 58 287 . 245 .
Financial Very good/good 10 24.4 4 128 14 25.5 16 29.1 35 8.5
situation -
Intermediary 30 22.7 7 21.9 53 28.6 54 292 | 185 285
Rather poor 53 30.8 11 344 41 19.2 46 216 | 213 329
Very poor 39 25.2 10 31.3 40 20.5 50 25.6 195 30.1
Marital status Married 102 26.6 23 71.9 104 21.4 119 24 .4 . 487 738
Single 23 30.3 6 18.8 32 29.6 33 30.6 108 16.4
Divorced/ 9 18.0 3 9.4 15 23.1 20 30.8 65 9.8
separated
Settlement City 54 26.5 12 37.5 67 24.7 81 29.9 271 41.1
Rural 80 26.2 20 62.5 84 21.6 90 23.1 389 58.9
Self-reported Good/Rather 112 30.8 ¢4 65.6 139 27.6 155 30.8 503 76.1
health good
Bad/Rather bad 22 15.2 11 344 13 8.2 17 10.8 158 23.9
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Table 5.11b. Socio-demographic profile of people not using health services (women)

Variable % ill (any time), % ill (past 4 weeks), | % - no illness % no % in sample
not consulted not consulted ever consultation
ever ;
WOMEN count row % count row % count row % | count row % | count  row %
Age group %38 66 27.4 17 24.6 53 18.0 61 20.7 294 332
40-49 33 25.8 12 17.4 27 17.4 29 18.7 155 17.5
50-59 34 26.4 12 17.4 25 16.2 23 14.9 154 17.4
60-69 29 24.8 10 14.5 20 14.6 20 14.6 . 137 15.5
>70 45 35.2 18 26.1 17 11.7 27 18.6 145 16.4
Income quartile I (highest) 45 27.8 15 224 20 11.0 24 13.2 182 22.2
(Leva) 11 38 28.4 14 20.9 33 19.8 34 20.4 167 20.4
III 47 26.3 16 23.9 29 13.9 33 15.9 208 254
IV (lowest) 62 29.0 22 32.8 49 18.6 55 20.9 263 321
Education Higher 48 31.6 19 27.5 21 12.1 23 13.3 173 19.5
Secondary 77 25.8 18 26.1 50 14.4 56 16.1 348 393
Primary 82 27.9 32 46.4 71 19.5 81 222 365 41.2
Financial Very good/good 13 25.5 5 7.2 7 121 8 13.8 58 6.7
situation
Intermediary 59 28.4 21 30.4 44 17.5 42 16.7 252 292
Rather poor 76 28.1 25 36.2 39 12.6 53 17.2 309 35.8
Very poor 56 28.4 18 26.1 48 19.6 52 21.2 245 284
Marital status Married 132 27.6 39 56.5 95 16.6 103 18.0 573 64.7
Single 20 26.0 5 7.2 21 214 24 24.5 98 111
Divorced/ 55 29.1 25 36.2 26 12.1 33 15.3 215 243
separated
Settlement City 100 30.2 31 449 52 13.6 64 16.7 383 43.2
Rural 107 259 38 55.1 90 17.9 96 19.1 503 56.8
Self-reported Good/Rather 154 30.4 41 59.4 131 20.5 142 223 638 72.0
health good
Bad/Rather bad 53 22.4 28 40.6 11 4.4 18 P 248 28.0
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Reasons for non-utilisation

Of the respondents who did not consult a health professional during their most recent

illness, a quarter (26% of men and 28% of women) felt that they should have done so and

another quarter (25% of men and 26% of women) were unsure (Figure 5.5).

Furthermore, respondents who were ill but did not consult a health professional (men:

n=134; women: n=207), were asked what was the main reason, among several listed

reasons, not to do so. The main reasons for not seeking medical help despite being ill

were: illness not perceived as serious (46% of men and 39% of women), self-treatment

(27% of men and women), followed by unaffordability of treatment (9% of men and 10%

of women). Nevetheless, self-treatment may be a cheaper substitute for formal medical

treatment and thus represent a more affordable option than the formal treatment.

Figure 5.5. Scheme of decisions for consulting a health professional for last illness

Been ill ever:
100%, n=1253
(81% of sample)

Consulted:
73%, n=912
(59% o.s.)

22%, n=341
(27% o.s.)

Not consulted:

'

Consultation not seen
as necessary: 47%,
n=161 (10% o0.s.)

Consultation seen as
necessary (yes/DK):
53%,n=180 (12% 0.s.)

Not perceived as
serious: 55%, n=88
(6% o0.s.)

Self treatment:
27%, n=48 (3% 0.5.)

171

Unaffordable: 16%,
n=28 (2% 0.s.)

!

Access problems: 8%,
n=14 (1% 0.s.)

;

Ineffective tr-t: 4%, n=7
(1% 0.s.)

v

No time: 6%, n=11
(1% o.s.)

}

Other reasons, 10%,
n=18 (1% of 0.s.)




As shown in the above scheme, those who did not consult because of affordability
include 16% of those who thought they should have consulted, or were unsure. This
share grows when estimated only among those who were positive that they should have
consulted, with 20% of men and 24% of women feeling they should have sought help but
could not afford it (second and first most important reason respectively). Among those
who could not afford to consult a physician, 58% of men and 70% of women stated that
they should have done so. Conversely, people who did not consult a health professional
for other reasons, such as lack of time, were less inclined to think that they should have
done so. This analysis is limited by the small number of people in each category, but
there are indications that unaffordability is a factor that deters some necessary demand

and creates obstacles to access (Table 5.12).

Table 5.12. Characteristics of those who did not consult because of affordability

Variable % not consulting Sample
because of cost
Age group <49 38 % (12) 53 %
>50 63 % (20) 48 %
Income quartile I, II (>100,000) 23 % (7) 45 %
(Leva) III, TV (<100,000) 77 % (24) 55%
Education Higher/ Secondary 41 % (13) 61 %
Primary 59% (19) 39%
Financial situation Very good/ Interm. 9% (3) 36 %
Rather/very poor 91 % (29) 64 %

Comparison with other data

In a survey from Bulgaria (1995) 69% of respondents reported to have consulted a
physician in the state sector and 22% in the private sector, at least once over the past year
(1994)'%. A previously mentioned 1996 survey in Bulgaria found that 22% of the
sample had an outpatient consultation in the past two months'®. Given these findings,
the level of utilisation in the current study appears high (21% consulted in past 4 weeks
and 55% consulted between January and April 1997). However, comparison should be

cautious because of different recall periods and level of health services consulted.

In the 1995 survey, 19% of the sample felt that they needed a consultation in the three
months preceding the survey, but had to refrain from it's. The three main reasons given
for not consulting were self-treatment (28%), no time (9%), lack of money (8%). These

results are in line with the findings of this survey.
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In contrast to the current survey, the World Bank 1995 Bulgaria Integrated Household
Survey found a steeper income gradient among those who did not consult a physician for
an illness occurring in the preceding four weeks™. This may have resulted from a
difference in the income categories and it was not indicated whether these results are
significant. The overall proportion of those seeking care in case of illness was similar in

both surveys (61% in the BIHS and 68% in the current survey).

The utilisation rates in the current survey are lower than in some Western countries. A
survey from Germany in 1991-92 (representative of the population aged 25-69) covering
both eastern and western parts, found that 43% of men and 54% of women consulted a
physician in private practice in the past 4 weeks'®. These are twice the Bulgarian rates in
the past four weeks (18% of men and 24% of women). However, the utilisation rates in
the current study are comparable to those in Finland where 24% of men and 29% of

women consulted a physician in the past four weeks'#.

A recent review of data from the World Bank Living Standards Measurement Surveys
and UNDP Demographic and Health surveys in a range of developing countries shows,
predictably, that the poor were less likely than the rich to report health problems or
receive health services if ill'*. In Bulgaria, socio-economic differentials in utilisation

appear comparatively less pronounced, despite the high social cost of transition.

Patterns of deterred utilisation in this study are similar to those found by a 1995 survey
from Bulgaria, in which 40% needed a consultation but decided to forgo it mainly
beéause of preference for self-treatment, and 8% because of financial difficulties™.
However, qualitative data on utilisation patterns presented in the next chapter suggest
that in many cases, self-treatment is used as a coping strategy where formal treatment is

perceived to be unaffordable.

Discussion

The overall impression is that health care utilisation remained relatively egalitarian at the
time of the survey, although this is less so for women. The probability of consulting a
health professional is determined largely by age and self-reported health. However,
some inequalities exist among women, where economic hardship is an important

determinant of utilisation, with women in a less than very good financial situation being

more likely to consult then the others.
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Different socio-economic groups display similar utilisation rates, although those with
higher education and more resources are more likely to report illness. Once a person has
reported an illness, then all groups are equally likely to consult, except the very old. The

net effect is that the wealthier and better educated consult slightly more.

The finding of the current survey that utilisation (in past 4 weeks) is relatively equally
distributed or only slightly higher among more disadvantaged groups, is surprising given
that access to the health system has been increasingly associated with significant out-of-
pocket payments and less available support from social security institutions and social
networks. This could be explained by the poor and less educated having generally worse
health than the rich and thus being forced to use services at whatever cost. These groups
may also seek treatment in low-cost and low-quality care state facilities requiring
minimal or no user payments. The strategies for obtaining treatment of different groups

will be explored in the next chapter.

Summary

In this chapter it has been shown that the oldest, the poorest and the least well educated
are most likely to report poor health and long standing limiting illness, but less likely to

report illness. The socio-economic gradients in utilisation are less steep.

Significantly, there were more inequalities among women, both in health and In
consulting a health professional. In both cases, financial hardship is a strongly
significant predictor. As explained earlier, this may be due to the more vulnerable
position of women during the transition, having disproportionately more responsibilities
for child-rearing, household maintenance, and at the same time fewer financial resources
than men. It is likely that in the next years of macro-economic stabilisation and before
the re-design of the health financing system in 2000-01, the socio-economic inequalities

in health and utilisation will widen, and more people will be facing financial barriers to

health service utilisation.
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CHAPTER 6. PATTERNS OF HEALTH CARE UTILISATION
AND PATIENTS' PERSPECTIVE OF CARE

Introduction

In reforming the health care financing system in Bulgaria, it is important to understand
patterns and determinants of health services utilisation, as well as the public perception
of the health care provided. Such data are essential if funding is to be allocated equitably
and appropriate incentives are to be introduced. So far these issues have rarely been

addressed in research in Bulgaria.

This chapter will first examine health care utilisation strategies and access to health
services in relation to socio-demographic characteristics. Levels and determinants of
utilisation of primary care and state hospitals, as well as the private sector, will be
considered in turn. Finally, users' experiences, motivation to seek health care, and
satisfaction with services will be explored. The analysis will focus mainly on

respondents who recalled an illness.

As described in appendix 2, primary health care level in Bulgaria is provided mainly
through polyclinics and health posts. In polyclinics, services are provided by district
physicians, who under the older system had broadly similar functions to GPs, and by a
small range of narrow specialists, usually internists, gynaecologists, and paediatricians.
Secondary care is in hospitals, categorised as university, emergency, city, district, and

occupational hospitals.

Patterns of utilisation

Data from the population survey

Patterns of utilisation at first point of contact

When looking at the patterns of utilisation, it is important to include people who recall a
contact with a health facility, in relation to their last illness or previously. Thus in this
section the analysis is limited to two types of respondents: first, to those who reported
having been ill and who sought medical help during their last illness; and second, to

those who consulted for a previous illness. The latter group was included to provide
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sufficient numbers for the analysis. Illness is self-reported by the respondent. The

number of consultations in the last illness, by gender, is shown on Figure 6.1

Figure 6.1. Number of consultations reported in relation to the last illness by sex
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As shown in chapter 5, respondents with less than good self-reported health were more
likely to consult a health professional during their last illness. Similarly, those with good
self-reported health had usually made one or two visits (mean number of visits: 2 for
men; 2.1 for women), while those with poor health had one to three visits (mean: 2.8 for
men; 2.4 for women). The impact of limiting chronic illness on the number of
consultations is more apparent (ill: mean 1.3 visits for men and 1.4 for women; healthy:

2.4 and 2.3 respectively).

Utilisation patterns by men and women in the course of their last illness appear generally
similar (Figure 6.2a/b). Most typically, the first point of contact was at primary care
level, such as district physicians (broadly equivalent to GPs) or polyclinic specialists.
Women visited GPs slightly more often than men (37% of men and 45% of women),
while attendance of polyclinic specialists was equal (23%). Less than a fifth (18% of
men and 14% of women) initially consulted a hospital specialist. Men tended to call

emergency services slightly more often than women (13% of men, 8% of women).

Following the first contact, the utilisation patterns of men and women appeared
somewhat different. Men tended to be referred (or chose to consult) more quickly from
primary to secondary health care, with 49% of men and 61% of women having a second

consultation at primary care level. At their second visit, men consulted mostly hospital

specialists, while women typically turned to polyclinic specialists.
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Following the second visit the same utilisation pattern was displayed, with more women
than men staying at primary care level. At the third visit, for example, about a half of
men were contacting hospital specialists compared to less than a third of women.
Among those who reported more than three visits (maximum of six), consulting at

primary care facilities or not consulting at all was more common among women than

men.

In summary, the direction of patient flows is, as expected, from primary to secondary
care, although women made the transition to secondary care more slowly than men. A

very small percentage of respondents visited nurses, pharmacists or midwives during the

course of their 1llness.
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Figure 6.2a. Scheme of utilisation patterns for last illness (men)

Il ever:;
100% (n=509)

FIRST VISIT

GP-

SECOND VISIT

Y > 1 visits:

92% (n=468)

0 visits:
> 8% (n=41)

polyclinics: L4
37% (n=173)
Specialist - Specialist -
_ —
polyclinics »| polyclinics
23% (n=106) 65% (n=35)
1 - ’
Hospital: »| Hospital: —» ;lg;[:'(lrtlil1'6)
18% (n=81) 87% (n=41) °
> Other: —»
Call Hospital S:I;(clinics 6% (n=3)
emergency: p( Hospital o
13% (n=59) 40% (n=15) 9% (n=4)
Other:
GP-
. ‘ 4% (n=2
Ot?er._ — polyclinics: % (n=2)
10% (n=45) 29% (n=11)
Specialist -
—» polyclinics
26% (n=10)
L » Other:

5% (n=2)

GP-
polyclinics:
39% (n=29)

Specialist -
polyclinics
35% (n=26)

Hospital:
20% (n=15)

Other:
6% (n=4)




Figure 6.2b. Scheme of utilisation patterns for last illness (women)
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Urban - rural difference in access

The utilisation patterns in urban and rural areas were explored separately to identify
different patterns of access. As shown in the previous chapter, overall, the probability of
consulting a health profession did not vary between urban and rural areas when the
longer period of analysis was used. This could, however, conceal differences in the
pathways to care. The situation in Sofia, the cities and towns is relatively similar, but
very different to that in villages. For people living in villages, health centres were
usually the first point of contact with the health care system (41% of men and 51% of

women), while in larger settlements, people tended to go initially to the state polyclinics

(Figure 6.3).

Respondents living in Sofia, compared to those living in smaller settlements, appeared to
have better access to teaching hospitals or other prestigious facilities providing highly
specialised tertiary care; to the private sector; or to home visits by physicians. Home
visits are defined as those taking place in the home of either the patient or the physician.
Women living in Sofia reported three times fewer home visits than those in the villages.
Among men the opposite pattern is observed, with a limited use of emergency services
outside Sofia. Potential explanations for this pattern may be that women in villages are
generally more proactive in obtaining health care (chapter 5), or as shown in qualitative
research, lack trust in emergency services in Sofia.

The differences in patterns of use are much less than could be expected from official
statistics based on medical records. These indicate significant and long-term urban-rural
disparity in utilisation at all levels of health service. Thus, ambulatory consultations in
villages represent only 16% of the total in 1996'®. The official data also suggest that
rural population uses hospital in-patient care (all types of hospitals) disproportionately
less relative to its size. The present findings are, however, broadly consistent with the

direction, if not the magnitude, of the official statistics.

180



Figure 6.3. Utilisation patterns by type of settlement (first contact)
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There is a reason to believe that, contrary to official claims, urban-rural disparities in
pathways to care have existed since the 1970s'°. After 1967, the number of medical
auxiliary posts in villages headed by feldschers increased, while other forms of service
provision declined, and almost half of village residents received treatment from a
feldscher. Efforts by the communist government to close the gap included development
of village polyclinics, subsidised public transportation, and compulsory service in
villages for newly graduating physicians. Other factors generally facilitating access to
health care are the generally short distances to towns and good availability of
transportation before 1990. The authors conclude that, despite these policies, inequalities
have persisted. Inadequate organisational structure of the health care system and low
quality of health services in the villages burdened out-patient facilities and hospitals in

the district and regional centres, while the use of rural facilities and home visits declined.

Similarly, a study by Gallup, commissioned by the World Bank, found that in many
smaller communities, there was not only lack of choice of specialist services, but also of

basic facilities, and in many cases rural residents had to travel to the nearest town to
obtain even an out-patient consultation'.

Cross-country comparisons in utilisation patterns are difficult because they are ultimately

dependent on the specifics of the health care system. A national study from Kyrgyzstan
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found that, in urban settings, visits to polyclinics and dispensaries were the most
common option (70%), while in rural areas visits to the doctors' office and to rural
hospitals were equally important (26% - polyclinics; 23% - doctors' office; 17% rural
hospital)'®,

In the current survey, more than two-thirds of consultations during the last illness took
place in the settlement where the respondent lived (73% of men and 80% of women).
18% of men and 15% of women visited a facility up to 50 km away from their home.
Only a small proportion of the visits took place more than 50 km away, or even abroad
(7% of men and 4% of women). This might suggest that geographical access is not a
huge barrier to access. However, while in the 1970s and 1980s, rural residents’ use of
higher quality health services (usually in urban settings) was associated mainly with
inconvenience and loss of time, in the 1990s problems are increasingly related to high

cost of transportation and accommodation. This needs to be explored in further research.

Socio-economic differences in access

The current study shows that, in Bulgaria, there are no explicit socio-economic
disparities in primary and secondary level utilisation for a first contact during the last
illness (Figure 6.4). Some inequalities between men and women in access to facilities
other than state polyclinics, and city and district hospitals were recorded. Women were
less likely to use university hospitals, occupational health facilities and the private sector

than men.

This is confirmed by the World Bank 1995 Bulgaria Integrated Household Survey, where
the pattern of service use is very similar across income groups, despite the difference in
overall level of utilisation'®, Primary health care in the public sector is most commonly
used, followed by public hospitals, and the private sector. However, given the higher
level of illness of the poorest groups demonstrated in chapter 5, they may have a

disproportionately low access to secondary care, compared to their need.

Similarly, an analysis of data from the World Bank Living Standards Measurement
Studies and the USAID-funded Demographic and Health Surveys in less developed
countries concludes that in the public sector there is no uniform pattern of utilisation of
different levels of care by the rich and the poor'°. Thus, while in Mongolia the poorest
section tended to use to a larger extent primary level facilities, the rich prefer higher-

level facilities. In Madagascar and elsewhere, the opposite pattern was observed. The
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pattern of utilisation was thus dependent on the existing country-specific "institutional

configuration".

Figure 6.4. Utilisation patterns by self-perceived financial situation (first contact)
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Choice of health care provider

Regarding their last consultation, 39% of men and 45% of women chose to consult a
physician at their local polyclinic or health centre. This is the physician who acts as an
equivalent of a GP, with whom they are registered and where they are meant to go first.
19% of men and 15% of women consulted a physician in an emergency situation or were
not able to exercise choice. The third most common response for men was referral from
a health professional (13%), while for women it was the choice of a known or trusted
physician who is familiar with the health needs of the household (14%). Clearly, the
majority (71% of men and 70% of women) used the formal referral procedures. Still
slightly below a third (29% of men and 30% of women) preferred to consult a physician
they know well; one recommended by family and social networks; or found through

other unofficial channels, suggesting lack of trust in the official system.

Description of last contact

The last consultation most commonly included physical examination (71% of men and
69% of women). More than half of the respondents had an interview with the physician

(54% of men and 60% of women); or were prescribed medication (53% of men and 55%
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of women). 33% of men and of women reported having their blood pressure measured,
and 23% of men and 19% of women had post-treatment check-ups. 18% of men and

women had a blood, or other laboratory test. 16% of men and 14% of women reported

having a preventive check-up.

Typically, at the last consultation with physician up to four types of service were
obtained. The most common combinations of services were physical examination and
interview (44%); physical examination and prescribing of medication (43%); and
interview and prescribing of medication (37%). Men reported receiving more types of

service during their last consultation than women, except those of older age.

A 1995 national representative survey also registered what procedures were performed
during a visit to a health facility. Similar to the current study, physical examination 1s
most common (34%), followed by some form of treatment or procedures (20%); and

tests (9%). Issuing a medical certificate was reported by only 2%'%.

Hospital utilisation

Data from the population survey

Levels of hospital utilisation

For hospital utilisation a slightly longer recall period (past 12 months) was used to ensure
a sufficient number of hospital users.

9% of men and women have stayed at least overnight in hospital in the year preceding
the survey (13% and 10% respectively of those who reported ever being ill). On average,
after three extreme and thus less credible scores were removed, men reported spending a
mean of 14 days and women, 15 days in hospital. The modal value for both men and
women was 10 days and the median, 10 days for men and 11 days for women. In

comparison, the average length of hospital stay for Bulgaria from official data in 1997

was 12.9 days'™®.

Characteristics of hospital users

It is important to see who was actually admitted to hospital regardless of whether they
reported an illness (Table 6.1). Men who are reportedly unhealthy, poor, only primary

educated, married, or living in villages; and women in poor health reported higher

hospital utilisation than others.
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A similar pattern is evident among those who recalled an illness. Men aged 50-59 and
women under 39 reported more hospital stays than other age groups (Figure 6.5). In all
age groups, with the exception of those under 39, women reported fewer hospital stays
than men. Generally better self-perceived financial situation or income are indicative of
lower utilisation of the hospital sector, although among women the relationship is less
explicit. Men with only primary education and women with higher education reported
more hospital stays. Divorced and separated men reported fewer hospital stays. A
relationship between hospital attendance and place of settlement is less clear, men in
villages reported the highest percentage of hospital stays, women in villages reported the

least.

Table 6.1. Characteristics of people reporting hospital attendance in May 1996-97 (whole

sample)
Variable Category % been in hospital in previous one year
(May 1996-97) (n)
MEN WOMEN
Age group <39 5.5% (13) 10.5 % 31
40-49 10.5 % (13) 7.1% (11)
50-59 13.3% (13) 6.5 % (10)
60-69 10.7 % (11) 9.5% (13)
>70 12.4 % (12) 6.9 % (10)
Income quartile 1 (>160,000) 7.5% (12) 9.9 % (18)
(Leva) 1I (100,000-160,000) 9.9 % (13) 5.4% 9)
I1I (60,000-99,000) 9.4 % (15) 8.7 % (18)
IV (<60,000) 12.5 % (20) 9.5% (25)
Education Higher 8.0 % (7 10.4 % (18)
Secondary 8.8 % (29) 7.8 % (27)
Primary 10.6 % (26) 8.2 % (30)
Financial situation Very good/good 5.5 % (3) 8.6 % (5)
Neither good nor bad 8.6 % (16) 4.8 % (12)
Rather poor 9.4 % (20) 10.4 % (32)
Very poor 11.8% (23) 9.8 % (24)
Marital status Married 10.1 % (49) 8.4 % (48)
Single 8.3 % 9) 92 % %)
Divorced/separated 6.2 % 4) 8.4% (18)
Settlement Sofia 7.1% (5) 9.5% (13)
City 9.5% (19) 7.7 % (19)
Town 7.7 % (14) 114 % 27)
Village 11.6 % (24) 6.0 % (16)
Self-reported health Good/Rather good 5.8% (29) 6.9 % (44)
Bad/Rather bad 209 % (33) 12.5% 31)
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Figure 6.5. Percentage reporting hospital stay by selected socio-demographic variables
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Private sector utilisation

Data from the population survey

Levels and determinants of private sector utilisation

Of those who have ever been ill, 13% of men and 19% of women have ever attended a
private physician (respectively 10% and 16% of whole sample). 23% of men and 28% of
women have visited a private dentist. This difference reflects a rapid privatisation of
dental services and acute shortages of materials in the state sector. Results from this and
other studies'® show that consulting a private physician is often perceived as luxury,

while a visit to a private dentist is viewed as a necessity.

The state sector still has a predominant role in the provision of health services. However,
6% of men and 7% of women reported that their last consultation was in the private

sector.

Analysis of socio-demographic determinants of private sector use is limited by the very
few cases. In addition, reporting may have been complicated by difficulty in
distinguishing between private and state services due to the common juxtaposition of

private and state services (arrangements for sharing consultation rooms, equipment).

There was a higher proportion of private services users among those under 50, with
higher income, better self-perceived financial status, and more advanced educational
attainment than in the other categories. Being married seems to be inversely associated
with private care, while type of settlement and self-reported health does not seem to
make a difference.

Other studies from Bulgaria confirm a relatively low use of the private sector'® *. In a
national study conducted in 1995, 22% of respondents (or members of their households)
reported a visit to a private medical facility in the preceding year (12% once or twice and
10% more than three times). 78% sought free consultation in a state facility'®. Delcheva
estimates the share of official payments for private services to be in the range of 4-6% of

overall health expenditure in 1993-97, and may even fall to 1-3% if informal payments

are deducted®.
The link between private sector utilisation and socio-economic status observed in studies

from developing countries is not clear cut™. Although the richest sections use the
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private sector most, they often make extensive use of certain elements of the public
sector. This appears to be the case in Bulgaria. The World Bank 1995 Bulgaria
Integrated Household Survey shows that the poorest quintile rarely uses the private
sector (less than 5% of all consultations), unlike the wealthiest (13% of all consultations

in the richest quintile)'®. At the same time, the rich also use public health care more

extensively than the poorest.

Reasons for seeking health care

By placing these findings in the context of the qualitative data, it is possible to explore

the motivation behind decisions on utilisation.

An overwhelming majority of respondents (over two-thirds) thought that people consult
when they already have medical problems ("when something is wrong with their health"
[user]). It was a widely shared opinion that people decide to seek care from a health
professional only after they have exhausted self-treatment strategies and these have failed
("when they can't cope using home treatment only" [user]). Self-treatment most often
includes use of traditional remedies (herbs, potions), drugs recommended by friends and
relatives or in publications; alternative medicine; faith-healers, etc. Most are used at

home.

Another motive to seek health care is an emergency (persistent complaints, severe
physical discomfort, or appearance of new symptoms indicating complications).
Decision to use services can also be motivated by subjectively perceived (and not actual)
health problems. A strong theme is that qualified medical help is sought too late (“when

the condition becomes critical”’ [physician]).

" ..usually in Bulgaria we consult a physician, when we really feel seriously ill, and see
that we can't heal ourselves with traditional or ordinary medicines." [user]

Thus, from the point of view of respondents, timely utilisation is deterred because they
try to cope using their own resources, do not trust the system, or lack awareness of what
is important. Values and beliefs can also affect the utilisation decisions and will be
further explored in chapters 9 and 10.

The value of health promotion is clearly recognised by most respondents, but virtually all
perceived that the extent of health promotion activities had deteriorated (especially
during transition), although a few respondents also expected improvement in the future.

Two respondents noted, however, that preventive services for children are an exception,
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as they are still functioning, and achieving good coverage. One physician pointed to
peoples’ active interest in prevention against re-emerging diseases such as tuberculosis.

sexually transmitted diseases, or “new” diseases such as HIV/AIDS.

Many people attributed this decline to the state’s failure to place an emphasis on such
activities as well as low awareness among the population. Thus, several respondents

argued that, in the absence of expression of popular demand, the state should take a lead.

“Until recently, we called patients for preventive check-ups, there were dispensaries, and

yearly examinations—all this was dropped 6-7 years ago when the reforms started.
Prophylaxis does not exist because.. it is not about the immediate survival of the system.
There should be a national or state organisation to set strategic aims.” [physician]

The issue of overutilisation was raised spontaneously. Several respondents thought older
people, in particular pensioners, overused the public sector. In contrast people of
working age, in regular employment, with families dependent on them, were seen as least

likely to consult.

“Some people like check-ups and go to health facilities without having a particular
illness... Others —not children and pensioners—people who work, ignore their symptoms...

b4

in order to survive. They come late, when they can’t work anymore...” [physician]

In general, many people felt that utilisation has decreased in recent years. The main
reasons are perceived to be deterioration of the system, low health awareness and
financial barriers to access to health services. This is further discussed in chapter 10 in

relation to the willingness to pay for heath care.

“The problem is that the Bulgarian is either afraid of the outcome, ignores his health,
lacks health culture, lacks means, and thus, comes later and later. In the 4 years I have
worked in oncology, the advanced cancers have increased by 50%.” [physician]

Patterns of health services utilisation: scenarios

Respondents were presented with several scenarios and asked to describe their probable

actions. The scenarios included illness of the respondent; illness of their child or a close
relative; hospital admission; and dental treatment.

There appear to be three alternative strategies commonly used for initial contact with the
health care system in the case of illness of the respondent: a visit to the state sector
through regular channels (half of users, 4 physicians), visit to a private facility (slightly

below half of users, no physicians), or a visit to either sector facilitated by a “connection”

(most physicians) (Figure 6.6).
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The situation is rather different for first contact in relation to a child or relative's illness.

Patients were more likely to use private sector or public emergency services. More users

were willing to try and find a connection before accessing the formal system. Almost all

physicians would turn directly to a colleague.

Although most users first access the formal state sector, typically their local polyclinics,

for a subsequent visit a connection is most often sought to help find a suitable physician

or facility in either the public or private sector.

Figure 6.6. Typical utilisation patterns (qualitative data)
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Almost all respondents preferred to use connections at certain points in their treatment.

Fewer people seek a connection to enter the system, while many more declare a

willingness to resort to one if they subsequently face difficulties. It was a widely shared

view that seeking connections is normal practice. A connection is usually used to:

a. collect information (identify the best or most suitable physician, facility, or type of

treatment in the public or private sector);
b. ensure access to it;

c. ensure high quality of care, quick service, or a good attitude;

d. provide information on availability and price of drugs.

For example, word of mouth is still the main route to certain private physicians. Illness

of a child or family members, or a more serious illness, is more likely to trigger the

decision to seek connections, in both the public and private sector. Clearly, the purpose
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of connections is very similar to that of informal payments (chapter 7), and in effect is
often an alternative strategy to obtain high quality care at a reasonable cost. A less

commonly mentioned reason to use connections is to obtain a free service.

"l would use connections because an acquaintance will always pay more attention and
will give everything from themselves. It has happened to me." [user]

“What we face daily is: an acquaintance of an acquaintance of an acquaintance - simply
nepotism.... Or since the relations are not always so strong, something like a word of
mouth. This is the usual system in 80% of the cases, 10% use the standard way, and
another 10% , I am not sure.” [physician]

The main distinction seems to be between people who first attend the health facilities in
their area, and those who seek contacts and friends’ recommendations to visit other
levels or the private sector. The perception is that there is no need for connections at the
primary care level, as access is relatively straightforward. Lack of trust in the system
appears to be the central issue and main reason for using informal referral procedures.

This applies equally to the private sector.

“Nobody searches for connections for the polyclinics, but mostly for hospitals, for
admission, finding a bed, for some specific medical tests involving waiting.” [physician]

"If you want to receive a decent service you have to go to a private consultation room,
but even this is not enough. From my experience, you have to be recommended by a
Jriend or relative. A large part of the private physicians and dentists... don't work well."
[user]

It is important to establish that the patients understand the official procedures in the
health care system and do not face information barriers. The principles of access to
primary health care and referral channels seem relatively clear for most patients and
physicians, although several physicians thought that the system is overbureaucratic and
confusing for patients. However, in many cases, despite familiarity with the system,
patients prefer to skip formal channels ("people decide that they have to be seen by a
professor, regardless of his workload..." [physician] ). One area that raises particular
concern, especially among physicians, is a perceived misuse of home visits, thus
diverting resources from more urgent cases.

“_..there is a huge confusion as to whether to call a physician at home and when to go

directly to the facility.” [physician]
These findings are strongly supported by a 1996 qualitative study commissioned by the
World Bank on utilisation patterns in smaller communities, which were not well

represented in the current qualitative research™. Its findings are very similar:
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predominant use of polyclinics rather than hospitals and a preference for home treatment
(half of respondents, particularly women) because of poor conditions in health facilities
and loss of time. The older generation used traditional medicine extensively, and went to
health facilities only if no improvement was achieved, while for children, qualified
medical help was sought from the start (as in the current study). A quarter of all
respondents were willing to consult a health professional only “as a last resort”. Only

births, abortions and prenatal check-ups always took place in health facilities.

Patient satisfaction

Data from the population survey

Satisfaction with the last contact

The satisfaction with the health care received during the last consultation was relatively
high. The highest possible rating was the modal value for all indicators: waiting time,
length of consultation, attitude of staff, outcome of treatment, confidentiality, cost of
treatment, overall level of service, hygiene, availability of equipment and

pharmaceuticals.

Among those respondents who reported consulting a health professional during their last
illness, the overall satisfaction with the last visit has been estimated, taking all indicators
into account. About half were satisfied (49% of men and 48% of women) and 40% of
men and 37% of women were ‘rather satisfied’ with the visit. 8% of men and 12% of
women were neither satisfied nor dissatisfied and 3% of men and of women were

dissatisfied.

Virtually all respondents who had their last consultation in the private sector were
satisfied (73%), or rather satisfied (25%), the corresponding figure in the public sector
being 47% and 39%. Patients' trust in physicians also appears to be strongly associated
with their satisfaction with treatment'®. Those who consulted health professionals they
knew well, or ones recommended through family and social networks, indicated a higher
level of satisfaction with the service received.

Although dissatisfaction with care appears relatively low, the aggregated assessment
conceals the weight of each indicator. For 17% of men and 21% of women, the costs

accompanying their last consultation caused some dissatisfaction. This is by far the most
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important factor causing dissatisfaction, followed by waiting times, perceived as a

problem by 10% of men and of women (Figure 6.7).

Figure 6.7. Satisfaction with last contact
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The overall high level of satisfaction could be explained by the fact that most visits were
at primary care facilities where the costs are generally lower, and the treatment process
more straightforward.

The results of the current survey can be compared to a 1996 survey from Bulgaria
targeting specifically newly introduced "family physicians", previously district
physicians. Despite the slightly different response scale, the results appear similar (Table
6.2). 88% of the 1997 sample and 91% of the 1996 sample were satisfied to a certain

degree with the service received at primary care level. The level of dissatisfaction was

very low.

193



Table 6.2. Patients’ satisfaction: health status: data comparison

Current survey (1997) Reference survey (1996)
Overall satisfaction from last As a whole, are you satisfied with your
consultation. primary health personal doctor (GP)?
care (estimate)

Scale % Scale % * % **
Satisfied 49 % Very satisfied 27 % 41 %
Rather satisfied 38 % Rather satisfied 46 % 50 %
Neither yes, nor not 11 % Neither yes, nornot | 19 % -
Rather dissatisfied 3 % Rather dissatisfied 7 % 7%
Dissatisfied 0.3 % Dissatisfied 1% 1%

* two st‘age random national sample (n=1180) ** two stage random sample of 25 municipalities
(excluding Sofia) covered by a primary health care project (n=1966)

Data from the qualitative research

Patient satisfaction with health care system

A dramatically different picture emerges when satisfaction with the overall health care
system in Bulgaria, rather than with the last consultation only, is explored. In the
qualitative study all respondents shared the opinion that the health care system is in a
very poor state. Among the expressions used were: "very poor", "tragic", "collapse", “in
a miserable state”, “critical”, “desperate”, ‘“unsatisfactory”, “underfunded’. The
widely-shared view was that the decline was a direct result of the socio-economic crisis
during transition, exacerbated by a lack of health care reform. The state of the health
care system was thought to reflect the circumstances in the wider economy. Several
users thought that health care is virtually unchanged since the transition, with current
conditions just as bad as they were before. Only one physician thought that the situation

in the health sector has improved.

"After the start of reforms, Bulgarian health care resembles the health care from the last
century. It is in a highly unfavourable situation.. for the patients." [user]

"There is no guarantee that you will be treated, that a correct diagnosis will be given,

"

that this will really happen for free..." [user]

"I don’t know whether in the new history of Bulgaria health care has ever been in a
worse state than now. And this is logical because the economy is in a collapse, but a
health care is always a reflection of the economic situation...it's natural.” [physician]

The main problems are thought to be financial deficiencies; shortages and low quality of
pharmaceuticals; careless attitudes by staff (“an icy attitude” [physician]); outdated

equipment and technologies; dilapidated buildings and infrastructure; poor in-patient
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living conditions; poor hygiene and hospital food. One physician viewed the procedures
in the health facilities as another problem. Most of those negative characteristics
worsened during the 1990s transition, with deterioration in overall quality of care and

high cost of essential pharmaceuticals seen as especially problematic.

"The health care is in a collapse and it is very difficult to provide qualified treatment.
Use of connections, relatives is a necessity. Before 1989 there was also a lot to be
improved, but there weren't shortages of pharmaceuticals and equipment.” [physician]

"Unfortunately, year after year, it is getting worse. We are simply shocked by the prices
of pharmaceuticals which are unaffordable for a large part of the patients..." [user]

Several patients and slightly fewer physicians noted problematic issues around lack of
training and the inattentive attitude of physicians. The failure adequately to reward staff
was seen as having an impact on the ethical relationship between patients and physicians.
However, some users felt that the physicians do what they can, given the scarce

resources.

"After the economic reforms... most physicians are not interested to pay the necessary
attention to their patients, especially if they are above 50-60 years old.." [user]
The grave state of health care and the lack of reform visible to the public may have
contributed to a general sense of confusion and insecurity among users, and pessimism
among health professionals. A failure to reform the health sector is perceived to be a

major cause of these problems.

"It is definitely worse than before because the synchronisation, discipline, the social
provision, are disrupted. The resources are not sufficient.” [physician]

"The state policy is not focused, no health care initiatives are undertaken, no clearly
determined budgetary resources are allocated as before. Because of the changes a
misbalance and total confusion occurred.” [user]

"I'm not sure whether the question is only about money. A structure is destroyed, new is
created without building on the advantages of the old one..." [uset]
Most difficulties reported by respondents are financial, affecting the conditions in health
facilities. All patients shared the view that, in health facilities, the situation 1s very poor,
extremely difficult, “disastrous”, “it’s a miracle the system survives”, “scarcity”,

“enormous problems”, “disgrace”, "horrible”, “total destruction”. The main perceived

reasons were the lack of reform and insufficient public spending. This is equally true for
urban "key" tertiary hospitals that are considered elite in term of highly-specialised care

provided (the National Centre for Oncology, the Higher Medical Institute, 'Pirogov’,
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"Tsaritsa Joanna!, Hospital for Infectious Diseases, and National Gynaecological
Obstetrics Centre; in Sofia). The 'Governmental Hospital' is the only exception
mentioned. Although all patients assessed the situation at health facilities as Very poor,
five physicians found the financial status of their facilities to be relatively acceptable ("ar
least the salaries are not delayed"; "thanks to the director... we haven't had to ask

patients to pay for food or beds").

The other aspect of the reduced budget is the expansion of user fees, especially in
relation to hospital stay. Several patients felt that this is not right because the state
claims to provide free health care, but in effect the resources allocated are minimal.
Many people felt that the situation is extremely bad if patients are asked to pay for
everything, even for the most basic things, such as syringes, aspirin, surgical gloves,
cotton, gauze, bandage, oxygen, and even anaesthetics or urgent medication at hospitals.
Several physicians stated that they have tried to find supplies themselves, using sponsors

or connections in order to treat patients.

"At present the situation in Bulgaria is desperate, people are forced to pay for each
service. We say we have free health care, but in practice it is not free, because even if
you ask for clean sheets in the hospital, you have to pay the hospital attendants" [user]

"It is already required from the patients when admitted to a health facility, to bring any
medicines, materials, food... This is a tragedy for our health care" [user]

"The budget provided by the state is sufficient for about 30-40 operations per year, and
we perform over 150. We find external money through donations, private patients”
[physician]

"The hospital management is forced to ask patients to buy some pharmaceuticals, gloves

in order to operate. But sometimes unplanned medicines are needed and we discuss

Sfinancial matters with the patient - this gives opportunity for corruption.” [physician]
Respondents were asked to outline the difficulties faced by patients and physicians when
using health services. In relation to problems of access, three predominant sets of
problems were equally common. The first type of problems related to bureaucracy,
confusing referral channels, chaotic procedures, administrative difficulties, and a lack of
real choice of physician. A second was waiting times at clinics, although people with
more time to spare (pensioners, unemployed) were thought to be less affected by this. A
third set of issues relate to affordability. Half of physicians stressed affordability of

pharmaceuticals as a main deterrent. These factors are interrelated. From the patient's
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perspective, the problems faced by physicians were similar to the problems in the health

care system in general.

“Total disorganisation in medical facilities. There are no personal physicians, no one
knows your health status ... Everywhere there are enormous crowds of people.” [user]

“In the state hospital too much time is lost. For people who work, it is impossible to wait
4-5 hours for their turn. The second thing is that unfortunately there are few good
doctors, and they are the most burdened with patients. Of course, it is even more difficult
to find the prescribed medicines, and to pay for them...” [user]

“First the thought that they have to pay. If one goes to the polyclinic he would not be
paid attention, definitely, but sent from room to room. If he goes to hospital, will wait for
hours, and if he wants to consult a specialist, has to g0 to a paid consultation.” [user]

Several respondents (mainly physicians) thought that primary care at polyclinics is still
relatively easily accessible, and users do not face serious difficulties in consulting a

physician there.

These results are in line with other quantitative data on satisfaction in Bulgaria. As
mentioned in chapter 4, a representative survey (15+) conducted in 1995 registered high
levels of dissatisfaction with the health care system'. In that survey two-thirds of
respondents (64%) described the situation in the health care system as bad or very bad,
and worse than other sectors. The most acutely felt problems were loss of time (69%),
shortage of pharmaceuticals and supplies (66%), nepotism (66%), indifferent attitude
(62%), bureaucracy (60%), poor hygiene (60%), and corruption (54%).

In the earlier mentioned World Bank study covering several small towns and villages,
most respondents also assessed the quality of health care to have deteriorated in recent
years. The symptoms were the unfriendly attitude of physicians towards patients, very
poor conditions in health facilities, and a reduction in preventive services. Hospitals
lacked clean bed linen, adequate heating, food, and supplies of pharmaceuticals, forcing
patients to supply them themselves'®. Explanations for the poor financial situation in

health facilities were sought in the general poverty of the population and the country.

User satisfaction was not considered an issue before 1989 and thus research is scarce.
Still, a public opinion survey from 1988 shows surprisingly low satisfaction with the
system. Only 4% of respondents living in Sofia; 5% in the cities (district centers), 7% in
towns and 14% of village dwellers thought polyclinic health services to be very good'.

In earlier research, the health care system and the social sector provision as a whole, were

198

viewed as reliable, although not of high quality™®.
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These results also can be compared to recent data from a 1996 Eurobarometer survey
across EU Member States (15+; about 1,000 per country)', which addresses the overall
level of satisfaction with the health care system. The level of satisfaction with the last
treatment episode in Bulgaria appears higher than the EU average (Table 6.3). Although
the results are not directly comparable, qualitative research showed that satisfaction with

the overall health care system in Bulgaria is much lower than in the EU.

Table 6.3. Patients’ satisfaction: health status: data comparison with the West

Current survey (1997) EU average (1996 Eurobarometer)

Overall satisfaction (from last In general, would you say you were

consultation) very satisfied...with the way health
care runs in (your country)?

Scale % % Scale %
Satisfied 49 % 58 % Very satisfied 9%
Rather satisfied 38 % 30 % Fairly satisfied 42 %
Neither yes, nor not 1% 7% Neither yes, nor not 20 %
Rather dissatisfied 3 % 3% Fairly dissatisfied 19 %
Dissatisfied 0.3 % % Very dissatisfied 10 %

* Estimate based on 7 indicators of quality ** Direct question on overall level of service

Discussion

This chapter provides extensive information on the pathways to care followed by
Bulgarians who fall ill, charting not just where, but how, they move through the system.
It showed that, while there are few socio-demographic differences in overall access to
care, the nature of that care does differ. Somewhat intuitively, those living in villages are
more likely to access health centres and less likely to access hospitals than their
counterparts in cities. This is consistent with extensive research on patient flows in other

countries.

There are also variations in the use of health care by age and gender but, in general, the
differences are also intuitive, reflecting the common illnesses at each age. Differences
according to financial situation are small.

Following the initial consultation, there are, however, differences in subsequent referral.
It is not clear whether this reflects the conditions involved and this would require further
exploration.

Use of health care emerges as very much a last resort for many people, happening only
after they have exhausted other options (self-treatment, alternative therapies). Once the
decision to enter the system is made, behaviour is determined by the nature of the

condition and circumstances of the patient. For what could be described as "ordinary"
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situations, the formal system is commonly used. There is, however, a range of "special"
situations, in which other strategies, in particular "connections", giving informal

payments, or use of emergency care are used.

In part, these strategies reflect concerns about the quality of the system and its referral
channels. Two quite divergent views emerge, depending on whether respondents are
considering their most recent contact with the system, or were judging the overall

system. In the former case, satisfaction is high. In the latter it is not.

In summary, the system for accessing care in Bulgaria appears to be functioning
tolerably well at a superficial level but under the surface there are some major

weaknesses.
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CHAPTER 7. INFORMAL PAYMENTS FOR HEALTH
CARE IN BULGARIA

Introduction

In the decade following the political changes in 1989, Bulgaria retained a state owned
health system funded from general government revenue, based on the Soviet
“Semashko” model. Throughout this period, the mismatch between the level of
government spending on health and the demands on the health care system have been
among the largest in Central and Eastern Europe®. The funding deficit has been covered
through a combination of one-off financial inputs by the government, foreign aid, and an
increased reliance on extra-budgetary sources, mainly out-of-pocket payments by users.
These payments were mainly of two types: semi-official user fees and “under the

counter” payments.

Before 1989, informal payments were officially banned by the communist authorities,
although this was not strictly enforced. During the transition, successive governments
have avoided taking a view on informal payments, leading to a situation where a variety
of user payments (“donations”) have acquired semi-legal status. Selected user fees
collected at health facility level were formalised with the Decree for the Conditions and
Routine for Payment for Health Care of Patient's Choice in December 1997. No official
policy regarding under-the-counter payments has been formulated, although the
prevailing attitude appears to be one of tolerance as long as the size of the “gift” does not

distort attitudes of staff or lead to abuse.

Formulation of an explicit and coherent policy towards informal payment is essential for
further implementation of financial reform, but this should be based on research of the
scale and nature of informal user payments. In the context of the current thesis,
understanding of informal payments is important for several reasons. Firstly, private
health expenditure often has a large informal component which is rarely taken into
account by official bodies in less developed countries®®. Measuring informal payments
will reveal the extent of private expenditure and the true funding requirements to sustain
the health care system without posing a large burden on users. Secondly, knowledge of
socio-economic variation in these payments will provide data on potential inequities

which have to be addressed in reform. Thirdly, informal payments are likely to affect the
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clinical behaviour of medical staff, creating perverse incentives and, potentially, low
motivation for reform. Finally, informal payments are indicative of the size of the

informal economy with implications for the shrinking tax base and the funding required

to sustain the health care system'®,

Economic literature in this general area has addressed mainly informal transactions in the
private sector or corruption in the state sector. Research on informal exchanges in the
health sector, especially in Central and Eastern Europe, is scarce. Consequently, the

concept of informal payments and methodological approaches for their investigation are

less developed.

This chapter will attempt to define the scale of informal payments in the health sector in
Bulgaria in the context of other research from Bulgaria, and elsewhere. It draws on both
quantitative data on informal payments, derived from the survey, and an in-depth
perspective based on qualitative research. To conclude, implications for policy will be

discussed.

Informal payments: definitions

To begin with, it is necessary to define a range of terms that will be used in the remainder
of the thesis. These include corruption, formal and informal economy; and user fees and
under the counter payments. As will be shown, the superficially attractive linkage
between, on the one hand, the formal economy and user fees and, on the other, the

informal economy and under-the-counter payments, is not straightforward.

The OECD defines the informal economy as "all activities which occur outside the
normal administrative and regulatory framework" or "output of production units not
registered with fiscal or social security authorities"®'. These definitions thus include the
informal income of physicians and informal expenditure by patients in the Bulgarian
health sector, as neither is recorded.

The informal sector in health care, as in the wider economy, is not tied to formal
premises, does not rely on easily measurable inputs, and often involves collaboration
within the family or social network. Among factors recognised to facilitate an informal
economy are a heavy tax burden, restrictive state regulation and weak enforcement®?. In
the case of Bulgarian health care, lack of incentives, low working hours in the state

sector, and permissive public attitudes are also likely to stimulate involvement in

informal exchanges.
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The issue of informal payments is linked to that of corruption. This has been defined in
a series of studies in public hospitals across several Latin American countries,
commissioned by the Inter American Development Bank??. There, corruption is defined
as "use of public office for private gains", including large- and small-scale managerial
mismanagement and self-benefit, as well as "user corruption, in which staff solicit
payments which are formally unnecessary or alter decisions to favour specific clients".

The current work will focus on the concept of "user corruption".

The pilot study undertaken during development of the survey instrument showed that the
pattern of informal spending in Bulgaria is complex. Under-the-counter payments
coexist with a range of semi-official user fees for pharmaceuticals, materials, food,
nursing services etc. Several criteria are used here to distinguish between the two types
of payment. The first criteria is 'who benefits from the payments?’ suggested by Ensor
and Savelyeva®™. In the case of under-the counter payments, individual medical staff
mostly benefit, whereas in the case of user fees, it is the health facility, and ultimately the
patient who receives treatment that is otherwise unavailable. The second criteria is 'what
is the payment made for?” While under-the-counter payments buy a service, user fees
cover expenses related to treatment. Thirdly, under-the-counter payments are illicit and a
clear-cut case of corruption. In contrast, user fees can be viewed more positively as a
result of shortages and as a disguised cost-sharing instrument necessary to sustain
services during transition. However, in some situations, under-the-counter payments

may be formalised sufficiently to blur the divisions®*.

In practice, in Bulgaria, both types of payment fall in the category of informal payments.
At the time of the survey (April/May 1997) user fees were semi-official, implemented
chaotically in some health facilities, with no uniform policies. In practice it proved
difficult to distinguish between under-the-counter payments and user fees. Users may be
unaware of what the payment is for or who benefits from it. They may not get a receipt.
Also, under-the-counter payments, especially when in-kind, may be motivated by a
genuine desire to express gratitude to staff.

In the subsequent analysis these two types of payment will be distinguished as far as
possible. Under-the-counter payments have received much less attention than user fees
and therefore the former will be examined in more detail in the analysis.

In previous research in Bulgaria, under-the-counter payments were defined as "monetary

transactions between a patient and a health care professional for services that are
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officially free of charge in state health facilities"?*. In the current study this definition

was extended to include in-kind as well as cash payments.

Under-the-counter payments can also be differentiated on the basis of their timing.
According to guidelines from the Bulgarian Physician’s Union, ex ante payments are
considered to be under-the-counter and thus unethical; while ex post payments or gifts
are viewed as a legitimate way to express gratitude. In practice, however, such a
distinction is artificial, because, as the current study shows, one episode of illness often
requires a series of encounters with medical staff and payment may be given at any time
during treatment. Even if given after the completion of the treatment, the under-the-
counter payment may reflect an expectation of future benefits, or be requested by staff.
The size of payment and whether it has been requested by the physician are factors useful
in distinguishing between those informal payments that have negative connotations and
those that reflect true patient gratitude. Thus, some authors have defined under-the table
payments as "payments made to medical staff or institutions that are not officially

required, but are either expected or demanded by providers"2*.

The picture is further complicated by an existing “after-hours practice”: informal private
consultations with state-employed physicians paid on mutually agreed terms, often
taking place outside health facilities. Although less common since the legalisation of the
private sector, these are motivated by opportunities to earn untaxed income and by

convenience for both the patient and physician.

This chapter will examine the scale and characteristics of informal payments in the health
sector, the situations where they occur, their determinants and other underlying issues.
As in previous chapters, data are derived from two sources: a representative household
survey of 1547 people, semi-structured interviews with 58 respondents (25 physicians,
33 patients); and 6 focus groups, all conducted in 1997. The following sections will first
describe the results from the household survey and then explore these findings in more
detail by reference to the responses of those interviewed in the qualitative component of
the research. Not all topics have been addressed to the same extent in both the
quantitative and qualitative research and thus some sections are based only on one type

of data. The views of the users and physicians will be examined in parallel.
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The scale and nature of informal payments in Bulgaria

Data from the population survey

The scale of informal payments in Bulgaria

Respondents were asked whether they have ever paid, or given a gift, for a range of
services at a state health facility. Informal payments appeared to be a relatively familiar
phenomenon, 19% of men and 22% of women having paid or given a gift for at least one
of a list of services at a state health facility. Gifts were more common than cash
payments, 15% of men and 19% of women reporting they have ever given a gift for at
least one type of service compared to 8% of men and of women who reported ever

making a cash payment.

The survey also asked about informal payments made in relation to the last consultation.
Overall, of those who have ever been ill, 14% of men and of women paid informally for
their last consultation. However, many consultations took place in primary health care

facilities where, in general, informal payments are less common.

Given the sensitivity of asking direct questions on informal payments, a control question
was also used. Respondents were asked whether they have ever paid in a set of
circumstances identified through preliminary research as most associated with payment.
21% of men and 27% of women have paid for at least one of the listed reasons, which is
comparable to the response to the direct question (19% of men and 22% of women). A

Kappa test indicated significant concordance, with values of 0.54 for men and 0.52 for

women.
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Monetary value of informal payments

Figure 7.1 shows the distribution of cash payments and the monetary value of gifts. Cash
payments typically have a higher monetary value, with a median of 3,000 Leva ($1=
1,538 Leva, May 1997) for men and 4,000 Leva for women. Gifts appear to be of lower

value, with a median value of 1,000 Leva. However, the values were highly skewed.

The effects of rapid inflation make a meaningful comparison of payments with income
difficult. To minimise the problem, comparison was confined to the period March to
May 1997. This coincided with both the survey and a period of unusual financial
stability. As a result of previous inflation, these figures are therefore higher than those
reported in the previous paragraph, which relate mainly to payments between 1995 and

1997.

The median for cash payments in March-May 1997 is 5,500 for men and 10,000 for
women; and for gifts, 2,000 and 2,750. Median cash payments represent 4% and 8% of
the average monthly salary (March-May 1997) for men and women respectively; and
19% and 34% of the minimum monthly salary for the same period. Gifts appear more
affordable, being 2% of the average monthly salary and 7% and 9% of the minimum

salary (March-May 1997) for men and women respectively.

Of those who have paid in cash, the highest proportion of respondents thought that the
sum was about right (40% of men and 36% of women) while about a third thought that it
was high in relation to the service (33% of men and 27% of women). Among those who
gave gifts, the situation was very different. Again, the majority (42% of men and 60% of
women) thought that the gift corresponded to the service, but 33% of men and 14% of

women thought that it was low, only a very small percentage thinking that it was high.
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"igure 7.1. Type of informal payments made (in Leva)
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“he types of service paid for, by means of cash or gift, are listed below (Table 7.1). Most

f the payments were made for physical examinations, operations and pharmaceuticals.

Aen were most likely to pay, or give a gift, for operations, while women were most

ikely to pay for examinations. This probably reflects different utilisation patterns.
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Table 7.1. Informal payment / gift by type of service/ item (ever)

Type of service paid for: % selected this option
men women
Operation (to physician) 6.7 % 6.7 %
Examination (to physician) 6.4 % 9.0 %
Pharmaceuticals 3.6 % 51%
Other 32% 3.0%
Nursing services 2.7% 4.1 %
Tests (to physician) 23 % 29%
Medical certificate (to physician) 1.7 % 1.1%
Hospital admission 1.4 % 20%
Cash payment for at least one of the above 7.6 % 8.0 %
Gift for at least one of the above ; 153 % 18.6 %
Cash payment or gift for at least one of the above 18.6 % 22.0%

In relation to the last consultation, the largest single item of payment was a gift for staff
services, followed by expenses for tests and procedures and cash payments to staff (Table
7.2). It is clear that under-the-counter payments to staff represent a large part of the
overall spending related to the last consultation (14% of men and of women), but slightly
less when excluding those visits in the private sector (11% of men and of women). As
will be shown later in this chapter, a private consultation does not exclude the giving of

additional gifts or payments personally to the physician.

Table 7.2. Informal payment / gift by type of service/ item (last consultation)

Paid informally for: % selected this option
men women
Staff service: Gifts, donations 9.4 % 8.4 %
Tests, procedures 6.1 % 5.0%
Staff service: Cash payment 4.9 % 52%
Food/bed linen 1.2 % 0.1%
Nursing services 1.0 % 0.4 %
Hospital admission 1.0 % 0.6 %
Staff service: Services, gratuities 0.8 % 1.7 %
At least one payment for staff service (state) 14.1 % 13.8 %
At least one payment for staff service (private) 11.1% 10.6 %
176%  164%

At least one of the above payments

Expenditure for drugs (68% of men and 72% of women) is not considered here due to
difficulties in distinguishing payments made appropriately at a pharmacy for items not

covered by the official health system.
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‘iming of payment

igure 7.2 shows that gifts and cash payments are given at different points during the
ourse of treatment. While two-thirds of gifts are given after the treatment, cash
ayments are most commonly given before or during treatment. Although a link
etween type of payment (cash or in-kind) and timing of payment (before, during or after
reatment) clearly emerges, the use of ex-post and ex-ante, recommended by the

Sulgarian Physician's Union to define under-the-counter payments, is not unambiguously

pplicable.

ligure 7.2. Timing of informal payments

Paid cash

6% 5% 8%

Given gift

48%

75%

'@ Before treatment @ After treatment | 'm Before treatment g After treatment
'O During treatment g Other 0 During treatment g Other

L

Jata from the qualitative research

“he scale of informal payments in Bulgaria

siven the sensitivity of the subject, several strategies were employed to assess the scale
f informal payments. Three types of questions have been asked. The first was whether
tate facilities receive some income in addition to the budget allocated from the state or
wnicipality. This sought to capture the unprompted reaction of respondents to
xtrabudgetary income, either formal or informal. The second directly asked respondents
/hether they have ever given a gift at a health facility. Thirdly, they were asked to give
n overall assessment of the scale of informal transactions in the health care system.

'hese questions will be considered in turn.

otential for extra-budgetary income for health facilities was thought to range from
xternal aid, through user fees to under-the-counter payments. For the majority of users,
1e most visible additional income was foreign aid, sponsorship and donations made by

1dividuals, charities and private businesses in Bulgaria. Such sources were considered
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to benefit only a few facilities. Several respondents pointed to inputs from the
commercial sector, for example commissions on contracts with pharmaceutical

companies; revenue from renting rooms and equipment in state facilities for private

practices; or municipal subsidies.

It was generally felt, however, that the additional revenue to the health facilities is
insignificant. Although it might be providing some emergency help to specific facilities,
such financing was seen as insufficient ("a drop in the sea", "miserable", "does not play

an essential role").

Six respondents stated, without being prompted, that informal payments are a source of
additional resources for the health facilities. Among those mentioned were payments for
pharmaceuticals; payments related to hospital stay ("payment as if in a hotel"): for bed
linen, food, drugs; for elective surgery, and examinations. However, at this stage many
respondents used the word "donation", which may assume three different meanings in
Bulgarian. These are foreign aid, or informal payments to staff, or more recently, to
designate user fees ("compulsory donation" [user]) after this term was used in an
amendment to a decree generally aimed at commercial activities, but which thus

provided a partial basis for "donations" in the health sector.

At this point respondents began to distinguish spontaneously between under-the-counter
payment and user fees on the basis of who benefits from them (“income of a health
Jacility and income of professionals are two different things”[user]). Then attention was
focused only on informal payments with clear distinction between user fees and under-
the-counter payments.

The interview then sought to underline the personal experience of respondents. Given
that, in Bulgaria, as in other economies in transition, many economic transactions during
the early transition period were in-kind*' or as barters, it is predictable that many
informal payments will be non-cash. Indeed, informal payments appeared to be much
more common than appeared from the survey, almost all respondents (including
physicians) having given presents in recent years. About a quarter of patients reported
paying informally in cash at state health facilities, although in some cases in what
appears to be quasi-private circumstances. A similarly high level of reporting in-kind
payments was observed among physicians, who despite using "contacts" to obtain
services for themselves, often felt obliged to give something after the treatment. All

physicians recall receiving in-kind presents, but all denied receiving monetary payments.
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Monetary payments to staff appeared sensitive elsewhere, and their existence tends to be

admitted only in private®®. However, the physicians were relatively more confident than

users in discussing informal payments.

Users were asked to give an overall assessment of the situation and, specifically, their
perception of the extent of informal payments in the health sector as a whole. This
question allowed respondents to express opinions, without having to refer directly to
their personal experience. Physicians were not asked this question because pilot

interviews showed that discussion of informal payments was too problematic and

complex.

Twenty-two patients acknowledged the existence of informal payments in the health
sector, with ten strongly in favour. Another nine respondents had heard about such
payments, or suspected that they existed. Only two respondents denied knowing about

such payments.

Six respondents stated that informal payments were universal practice and an "unwritten
law", while eight said that, although they are not yet universal, they have increased
recently. Nine viewed informal payments as common practice in well-defined cases:
among those who can afford it; for certain services (operations, childbirth); among
certain specialities; and in isolated facilities or areas of the country. In only six cases,
respondents stated that informal payments are isolated and insignificant.

This suggests that informal payments are familiar to most people. Even at this stage,
with almost no prompting, respondents were able to identify some characteristics of
informal payments and their components (user fees and under-the-counter payments).

Under-the-counter payments can be in any form and secondly, they benefit staff directly.

Giving gifts appeared to be universal.

Type of informal payments

As informal payments, especially non-monetary ones, are widespread, it is important to
examine the type and size of presents that are given .

Table 7.3 summarises which presents are viewed as typical, unusual, or especially large,
as well as the types of presents given or received personally by users and physicians. It
is immediately obvious that virtually the same types of gifts are perceived as typical by

both users and health professionals. Typical informal payments fell into four categories:

first, chocolates, flowers, bottles of cheap alcohol and coffee or a combination (usually
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two items); second, food products (eggs, meat, fruits etc); third, treats or consumer goods
and finally, monetary payments. 'Treat' means a one-off provision of food or drinks, an
invitation to the patient’s village or small town; stays in hotels; dinner parties etc. It was
reported that more home-made food products (raw or processed) are offered in the
countryside. Gifts such as raw pork or lamb or calf’s head and home made grape brandy
(rakia) were reported to have been more common before 1989. There was some
mismatch regarding the cash payments, with patients more inclined to believe that
payment of large sums is common, while physicians reported that any cash payments are
typically small. The table also shows that the cash payment in convertible currency that

is typically requested for in-patient care, is regarded as very large.

Unusual gifts were asked about in order to probe the limits of what is acceptable as an
informal payment. They included home grown fruits, cheap kitsch objects, or expensive
but inappropriate gifts. A case was recalled where a surgical team was invited by a
cancer patient, on the eve of her operation, to a dinner party at which a lamb was roasted

(the respondent found out about this case when sharing a hospital room with the patient).

The presents that are reported as given or received by respondents coincide with what
presents are viewed as typical. This is consistent with data from the population survey.
Evidence for larger gifts and cash payments was mainly indirect, i.e. not related to the
personal experience of the respondent, but to that of a close relative, friend or colleague.
Such circumstantial data, although less precise, is likely to indicate the occurrence of

some larger payments.

In some cases, the informal payment implied a continuous relationship between patient
and physician beyond the particular episode of illness. This may be an informal
exchange of services, where the patient offers, at some point in the future, to provide
access to high-demand goods or services, such as car repairs, to facilitate sponsorship for

attendance of the physician at a conference , or to recommend the physician to other
patients.

"For me, it is offensive for a physician to receive such presents’, rather than one great
gratitude. In the future if he, in his turn, needs something, he will be helped" [user]

There were also several cases where physicians whose main job is in the state sector
redirected patients from the state facility to their private practice, where they have to pay
for the treatment. In practice, this means that services to which the patients are entitled,

for the provision of which the physicians are paid salaries, might be delayed or refused,
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to the disadvantage of the patient. Patients who nevertheless complied viewed this as a

form of inappropriate payment. This a more subtle form of corruption.

Respondents were more willing to respond to impersonal questions rather than those
concerning personal experience. It is notable that respondents with higher income were

more likely and more willing to report monetary payments, suggesting greater familiarity

with them.

These results set the boundaries of informal payments, showing what is viewed as
typical. Although common, informal payments are small and large gifts are relatively

rare. The next step, reported later in this chapter, is to see whether these gifts are

affordable and what is their impact on treatment.
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Table 7.3. Type of informal payments made by patients and received by physicians’

PATIENTS

Typical Unusual Especially large Given personally
Chocolates (box) Dinner party with roasted lamb $100-200 asked for childbirth Chocolates / cake

Flowers Large sums (before 1989) Flowers

Alcohol (locally produced) Wine set made of crystal 100-200,000 Lv for operations Alcohol: cognac, whisky

Coffee $1,000 requested Consumer goods, decorative items,
Whisky Night dress (to surgeon) Dinner party with roasted lamb souvenirs

Cigarettes Sums several times patients' salary for | Money: from 5,000 Leva- to 200

Cakes, biscuits

Food products: from eggs to whole
roasted lamb/pig

Small sums as a "treat"

Luxury goods: perfumes etc.

Large sums of money

Redirection to the physician’s private
practice

Willingness to provide equivalent
service to physician when needed

Artificial flowers

Knitted a tea cloth

a single service

In currency and in leva (in thousands)
Sums requested before operation,
childbirth: requested: ($ 500 for
Caesarian section)

$10,000 for operation

Sums requested in USD or DM

40 DM and $20 paid for operation
500-1,000%

100-200,000 Lv

40,000 Lv for operation of gall-bladder
1,000 for operation of a mole, in a
teaching hospital

100,000 Lv paid

100,000 and above paid

Car

DM

In survey: given for the last
consultation (by frequency)

Goods: Chocolates, cake
Alcohol (purchased)
Coffee
Flowers
Eggs,milk,cheese
Meat&meat products
Alcohol (home produced)
Fruits,vegetables, home-
made jars/ tins with food

Services: carpentry, car-repair,

plumbing, electrical, intermediary

) This classification is determined by the respondents themselves, when asked to name the most typical, unusual etc. present they have given or received
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DOCTORS

Typically Unusual Especially large Received personally
Chocolates Pumpkin Several thousand (some time ago) Chocolates
Alcohol (brand and local) Bag of almost decayed pears $100 or 200 DM - for childbirth Alcohol
Coffee Kitsch objects 100,000 Lv for operation at a teaching Coffee
Flowers TV set hospital Flowers
Cigarettes Set of clothing pegs IVF - 200-300,000 Lv Perfumes
Luxury goods: perfumes, high-quality | Comelian cherry Objects: Golden necklace, a lamb, a golden 3,000 Lv last year (from a
pens Slippers statue of a child, a car Greek)
Small monetary: 5,000-20,000 1v Vase bought at street stalls 100,000 Lv for operation
(generally for the whole team) | 5 apples More than 2,000-3,000 DM
Food products: raw pork / lamb, Calf’s head

home made grape brandy
(rakia)
Cake
Treats: dinner parties, trips to the
patient’s village, stays in hotels
Exchange of services
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Settings for informal payments

Informal payments appear much more common in some settings rather than others.
There is a widely shared view that cash or gifts were almost ubiquitous for operations
and childbirth, thus benefiting the specialities involved. The general rule seems to be
that more and larger payments, especially in cash, are made for interventions, easily
definable procedures, more complex types of treatments or those giving immediate

relief. In “dramatic” cases, patients were more likely to resort to presents.

“For the more craftsmanship specialities — surgery, urology, ophthalmology,
obstetrics and gynaecology... the patient is more inclined to think about financial
reimbursement, and the doctors themselves are accustomed to set a price on their
labour...” [physician]

“In order the operation to be performed, one has to pay in advance. I know that they
would not operate if they know you can’t pay” [user]

Informal payments appear more common in hospitals and specialist or elite facilities,
although in several cases user fees were requested at primary care facilities. Some
groups of doctors were viewed as more prone to being involved in informal
transactions, especially cash payments. The users were viewed as more willing to pay
informally to be treated by physicians with higher formal qualifications (e.g. a
professor) or by well-known specialists: “old sharks with titles” [physician]; "the
“superstars”, "those well-known in their area” [user]. Also, physicians with longer
experience are likely to benefit more. Similarly, in Poland, informal payments benefit
senior physicians to a larger extent, who, as a result, are less motivated to accept

reform'®. In Hungary, specialists, such as obstetricians and surgeons, were reported to
be paid more often®*.

“It is also very important where you work. For example, in ISUL (teaching hospital) I
was younger and less experienced. Now I am more experienced, but I work at a
primary care unit - here nobody would ever leave... (payment)” [physician]

"For the best doctors, yes... (it is common), but not for the doctors in the polyclinics,
nor in villages or small towns or health district doctors.” [physician]

Payments also appear to benefit physicians who are team leaders (e.g. of a surgical

team), and not others who have “support” functions, such as anaesthesiologists.

Surprisingly, despite the formal payments involved, gifts are often given in the private

sector.
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...at the moment I go exclusively to the private sector. I have a friendly relationship

with the majority of the doctors whom I visit, but this does not exclude presents.”
[user]

Timing of informal payments

The type of informal payments is, in many cases, closely linked to the timing of
payment, with gifts usually given after, and monetary sums before or during treatment.
Although not always the case, in general the timing of payment (cash or non-cash)
was viewed as essential to distinguish between informal payments as a bribe or

gratitude. The type of payment (cash or kind) appears to be less important.

Under-the-counter payments, in kind, are typically given at the end of treatment, while
monetary payments are given mostly before or during the treatment. The majority of
physicians indicated that informal payments are mostly gifts given after treatment, but
this view was shared by only a quarter of users. In both groups, a gift after the
treatment, especially if successful, was thought to be motivated by a legitimate
expression of gratitude. The “success” of the treatment was as judged by the patient

or their family.

“Of course, these (gifts) are given after a successfully performed operation or after
the successful treatment of the patient... as a kind of gratitude”. [user]

Monetary payments given at the commencement of treatment were perceived as an
exception by the physicians, but about half of patients thought that such payments are
given before the treatment. Payment (gift or cash) is motivated mainly by two

reasons: to ensure a high standard of treatment and a better attitude by staff.

“.. if you don’t give money, you would not be treated properly. They are given before
the treatment, so that the physician will pay you a greater attention”. [user]

In many cases, a monetary payment given prior to treatment does not exlude giving a

gift after successful completion of treatment.

“Very often, both before and after. Before, as a guarantee that the treatment will be
carried out successfully; and after, then already as a gratitude.” [user]

Both physicians and users viewed the timing of payment and the presence of

compulsion among the key factors in distinguishing between a bribe and a sign of

gratitude.

“There is a difference between a present, when you are grateful for being cured, and
give something ‘from the heart’ just to recognise the effort. The other case is when
they (physicians) force you, i.e. for them to take any action, you have to pay. For
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example, an abortion now costs | 00,000 Leva, paid in advance, otherwise nobody
would do it” [user]

“If given after the treatment, they are within the normal, as a gratitude, but if given
before the treatment, this is a bribe” [physician]

"Depends. If it is like gratitude, it is given after completion of the treatment. When it is
required, it is given in advance” [physician]
It is more difficult to distinguish between under-the-counter payments and user fees.
User fees can be either monetary (where patients pay at the facility, such as for
admission) or in-kind payment (where patients bring their own pharmaceuticals etc).
They could be paid at any time of treatment, with the exception of hospital admission

charges.

“If their operation is forthcoming, the patient is being informed that he has to pay...
he is told: ‘this money are for consumables.” [user]

In some cases, respondents are unaware of whether they have paid a formal user fee or
an under-the-counter payment. For example, the situation where an abortion costs
100,000 Leva can be interpreted as either that it is common to pay user fees for
abortion, or, as the context suggests, that the respondent has in mind an under-the-
counter payment to physician. This distinction should be emphasised in future

studies.

Reconciling the results from different methods

The findings of the qualitative research are important as a guide to interpreting the
results of the survey as they suggest that, despite great care to elicit honest responses,
it may have significantly under-estimated the scale of informal payments. The most
likely explanation is the difference in the two samples. The survey was conducted
among a general population sample with many respondents not reporting a recent
illness or consultation. In contrast, all respondents in the qualitative research had had
a contact with a health facility in the six months preceding the research and thus were
more likely to have knowledge or experience of informal payments. The two different
samples were chosen explicitly to be complementary. The survey, with its population
base, provides data on the overall burden on the population of informal payments,
taking into account the diverse pattern of utilisation of services among different socio-

demographic groups. In contrast, the qualitative study enables a much more detailed
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examination of those who have used services and, with the data from the survey, can

be placed in a population context.

It is also necessary to take into account the different characteristics of the research
methods employed (chapter 3). The qualitative research provides in-depth
understanding of the nature, meaning and context of informal payments, some of

which dimensions may not have been captured by the pre-defined response categories

of the survey instrument.

While the data collected by the two types of methods supplement each other, given
that the scale of informal payments registered by the survey is lower than those in the
in-depth interviews and in other comparable research, the survey data should be

considered a lower boundary for the frequency of informal payments.

Comparisons with research related to informal payments in Bulgaria

There are few other data on informal payments in Bulgaria. A nationally
representative survey conducted in Bulgaria in 1996 gave results on the scale of

informal payments similar to the current one, for most types of services'® (Table 7.4).

Table 7.4. Informal payments made in health facilities: comparison of results

Current data (1997) Reference data (1996)
Service paid for: Service paid for:
Recall period: unspecified Recall period: unspecified
Examination 7.8 % Examinations 43 %
Operation 6.7 % Procedures & operations 6.2 %
Pharmaceuticals 4.5 % Free pharmaceuticals 7.6 %
Nursing services 3.5 %
Other 3.1 % Other 34%
Tests 2.7 % Tests 1 43%
Hospital admission 1.7 %
Medical certificate 1.4 % Medical certificates 34 %

That survey also found that, in most service categories, it was the elderly, pensioners,
frequent users, and consumers of private care who most often pay under-the-counter'.
The current data largely supports these findings, with the exception of pensioners who
were found to be less likely than other groups to pay. Similarly, those who have ever
attended a private facility reported twice as many occurrences of under-the-counter
payments in state facilities; and those with long-standing illness or illness in the past

year, who could be defined as frequent users, reported more such payments.
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Further data come from a 1994 survey® targeting specifically under-the-counter
payments. In this survey 43% of respondents (18+) receiving officially free treatment
in state facilities in the previous two years paid a cash sum for some part of it. This is
much higher than in the current study (21% in the direct question and 25% in the
control question). However, the 1994 sample was pseudo-random and administered
only in cities, which might have contributed to the higher recorded rate. In the current
survey, significantly fewer payments were recorded in smaller settlements, and the

fact that this survey is nationally representative may have produced a more realistic

picture.

It is important to see these results within the context of corruption in the public sector
in Bulgaria. In a survey by the Center for the Study of Democracy (CSD), 86% of
respondents thought it impossible to obtain an adequate health service without giving
bribes®®. A study conducted by MBMD (a Bulgarian research agency) in 1998 found
that 51% of respondents viewed corruption as widespread in the health sector,
exceeded only by the customs, legal system, and police®. 68% of people were willing
to pay a bribe to receive officially free health services. According to a study by
Vitosha Research (part of CSD) in 1999, physicians are ranked immediately after
customs officers in terms of corruption®*. Need for "connections" was the third most
common problem related to health care (66% of respondents over 15 in a nationally
representative survey in April 1995), with corruption being further down the scale

(54% of respondents)’?°.

A paper reviewing evidence on out-of-pocket payments in Bulgaria, showed that the
share of out-of-pocket payments increased from 9% to 21% between 1992 and 1997,
of these, the highest share is for medication, followed by informal payments, and
charges in public and private facilities*. The paper demonstrated that the revenue
from user fees was very low (under 1% in 1998), while 51% of respondents have paid
without a receipt for a doctor or dentist, a quarter paying often (1999 survey). Of
those who used the private sector, 74% paid informally, compared to 54% of users of
public services. The latter finding, which is also confirmed by the current research,
contradicts the view that informal payments are associated mainly with the public
sector. The scale and value of informal payments reported by that survey is likely to

be an overestimation, because it was carried out only in Sofia, where the payments are

higher.
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A study from 1992, used a proxy measure to give a general idea of the size of the
phenomenon of informal payments in Bulgaria. 34% of the respondents have used a
"connection"* (40% in urban and 17% in rural areas). 14% have used a connection to
obtain consumer goods, 12% for medicines and 8% for contact with a doctor. That the
use of a connection in relation to health care is ranked immediately after the very
broad category of consumer goods suggests that it is a widespread practice.
Respondents have most often asked a favour from a friend (55%) or relative (29%).
When asked whether it was expensive to use this connection, 66% answered that it
was “not at all” expensive, 24% stated “not too much” and 9% - “fairly/ very”

expensive. There are no data on the nature or size of such payments (cash or in-kind).

Unregulated relationships between doctors and patients existed before the beginning
of the democratic changes, as one among many results of the declining quality of
health care system, reduced access, and other "internal dysfunctions”. A survey from
1988 found that the patient is likely to receive a better service if he or she is not “just

77169

anybody

Determinants of informal payments

Data from the population survey

Relationship with income

It is important to know whether payment for services 1s related to income (Figure 7.3).
More men and women in the highest income quartile pay for almost all services than
those with a lower income. At each level of income the pattern of informal spending
is similar, with payments most often made for examination, operation and
pharmaceuticals. At all levels of income, women were more likely than men to report
making informal payments. For men, income differences in the rate of payment for
most services are generally small, apart from those for examinations and operations.

Among women the contrast is more apparent.

k The wording of the question is: “In the last year or two, have you or anyone in your
houschold gone to someone to get things you couldn’t get in the ordinary way?”
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igure 7.3. Payments for a range of services/ items by income quartile
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1 the following analysis, respondents who could not recall an illness or reportedly
ever consulted a health professional were excluded. In a univariate analysis, women
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ocio-economic determinants of informal payments
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informally although, among women, payments are much more common among those

under 50. Men and women over 70 reported the fewest informal payments.

Under-the counter payments were related to income, with people in the highest
income quartile paying twice as often as those in the lowest income quartile. Among
women, informal payments were more common among those who perceived their
financial situation as good or very good, although among men, the link between
subjective financial status and informal payments was less clear-cut. Education
appeared to be associated with informal payments for both men and women, those
with higher education more than twice as likely as those with only primary education,
to report such payments. Single men and divorced or widowed women reported fewer

informal payments than others. People living in villages paid least frequently.

No explicit relationship emerged between making informal payments and self-
reported health, chronic illness or timing of last illness/ consultation. People who
reported illness in the preceding 12 months, or consulted a physician in the course of
their last illness, reported twice as many occurrences of informal payments as the

others.

As age was a determinant of paying informally, at least for women, the socio-
economic determinants of informal payments were studied using multiple regression
(Table 7.5), with adjustment for age. Income appeared to be a significant predictor for
both sexes, although surprisingly, the self-assessed financial situation appears less
important. Those in the highest income quartile were 2.5 times as likely to report
informal payments, compared to those in the lowest income quartile. For both men
and women, higher educational attainment was associated with higher reporting of
informal payments. Women who were divorced, widowed or separated were
significantly more likely than those who were married, to report informal payment,
and single women were significantly less likely to pay. For women, living in a village
reduced the probability of informal payment although this was just short of statistical
significance.

In summary, the rich, young, better educated, and urban dwellers were the group most
likely to make informal payments. Whether in cash, or as a gift, the majority of
people paid from their current income. For cash payments, slightly more respondents
used sources other than their current income, such as savings. Women were more

likely than men to use savings (cash: 26% of men, 31% of women,; gift: 11% of men
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and 19%

respondents used other strategies, such as sale of assets, or borrowing.

of women) suggesting more difficulties when paying informally. Few

Figure 7.4. Percentage reported paying informally in state facilities for at least one

service
Age Income quartile
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Table 7.5. Socio-demographic determinants of probability of making informal

payments for health care (reference population: those who recalled an illness)

Variable Category % (n) paid  Odds ratio (95% CL
)
YT (Age-adjusted)
Age group <39 18.9% (45) 1.00
451(())-49 20.2% (25) 1.08  (0.63-1.87)
60-59 19.4% (19) 1.03  (0.57-1.87)
¢ -69 18.4% (19) 097  (0.54-1.76)
. 70 14.4% (14) 0.72  (0.38-1.39)
Income quartile I (>160,000) 28.3% (45) 1.00
(Leva) II (100,000-160,000) 14.5% (19) 042  (0.23-0.77)
V0000 e 03 03 (02107
Education Higher , 30:7‘;; (27) leO @227
1S)e.condary 17.7% (58) 048  (0.28-0.83)
rimary 15.5% (38 0.42 0.23-0.77
Financial situation Very good/good 23.6% (1 3; 1.00 ( )
Neither good nor bad 18.9%  (35) 0.75  (0.36-1.54)
I\(/ather poor 23% (49) 095 (0.47-1.93)
ery poor 11.8% (23) 0.44 0.21-0.95
Marital status Married 19.1% (93) 1.00 ( )
Single 19.4% (21) 0.94  (0.50-1.77)
Divorced/separated  12.3%  (8) 0.62 (0.29-1.36)
Settlement City 20.7% (56) 1.00
Rural 17.2% (67) 0.82  (0.55-1.23)
Consulted No 14.2% (19) 1.00
(last illness) Yes 27.2% (102) 2.54 (1.47-4.41)
WOMEN
Age group <39 25.6% (75) 1.00
40-49 28.4% (44) .15 (0.74-1.78)
50-59 16.9% (26) 0.59 (0.36-0.97)
60-69 22.6% (31) 0.85 (0.53-1.37)
>70 12.4% (18) 0.41  (0.24-0.72)
Income quartile I (>160,000) 34.6% (63) 1.00
(Leva) IT (100,000-160,000) 22.2% (37) 0.55 (0.34-0.89)
ITI (60,000-99,000)  21.2% (44) 1.52  (0.32-0.83)
IV (<60,000) 14.8% (39) 0.37 (0.22-0.61)
Education Higher 32.4% (56) 1.00
Secondary 25.6% (89) 0.70  (0.46-1.05)
Primary 13.7% (50) 035  (0.21-0.57)
Financial situation Very good/good 28.1% (16) 1.00
Neither good nor bad  26.2% (66) 0.88  (0.46-1.69)
Rather poor 23.3% (72) 0.81 (0.42-1.54)
Very poor 15.5% (38) 0.51  (0.26-1.01)
Marital status Married 22.6% (129) 1.00
Single 153% (15) 046  (0.25-0.85)
Divorced/separated  23.7% (51) 1.59 (1.04-2.42)
Settlement City 25.9% (99) 1.00
Rural 19.1% (96) 0.73  (0.52-1.01)
Consulted No 19.3% (40) 1.00
(last illness) Yes 28.5% (153) 1.61 (1.08-2.39)
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Data from the qualitative research

Relationship with income

The link between informal payments and income was further explored in the qualitative
research. One way to examine the link between informal payments and income is to
analyse the personal experience of high income users. This group was formed on the
basis of reported income and subjective assessment of financial status. The relationship

was also explored indirectly, through assessment of all respondents' experiences of

discrimination in the health care system.

Although the survey data showed an association between informal payments and income,
the qualitative data suggested that the link may not be so clear-cut. All high-income
users (8) have paid (cash or gift) for health services at the point of use, apart from one
who used only private services. Most gave presents after the treatment and two gave
significant sums of money (e.g. DM 200). In another case, the patient was directed to a

private facility where he paid for a private consultation:

“_..it was in a different form. I went to a paid consultation which was not very necessary,
and in this way I paid...I think that the sum I was asked to pay was unjustified” [user]

“A rich man goes to a physician, gets on well with the physician, and probably will pay a
lot, regardless of whether the doctor has asked for it or not”. [user]

Higher income physicians (with private practice or from elite facilities), when in need of
services, tend to give gifts rather than cash payments, or rely on exchanges of services (“/
don’t pay anything - barter deals”).

“Even if I go in private, they would not take money from me. Simply we, the doctors, do
not take money from each other.” [physician]

The next step was to see whether there is discrimination among patients on the basis of
income, social status or ability to give informal payments. In the opinion of the
physicians, a higher position in society is not always associated with a greater
willingness to give informal payment.

“4mong my patients there are prominent people, academics, but they would not
consider... The ordinary people are more grateful usually. For example, a gypsy or a
driver will leave a much nicer present, will pay respect (o your work, while the others

will say only ‘thanks’” [physician]
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Almost all patients (29 out of 33), and the majority of physicians (17 out of 25), believed
there to be certain sections of the population which receive better health services than
others, in some cases amounting to discrimination. The main reasons for these perceived
inequalities fall into several categories: access to private services; access to elite or urban
state facilities; ability to pay; or opportunity to use a ‘connection’. The first two reasons
are related to privileges inherited from the old system or to formal purchasing of private

care. These are less important because they occur only in a few elite facilities.

Advantage on the basis of ability to pay and use of a 'connection’ has substituted for the
privileges previously enjoyed by people with high positions in the communist hierarchy.
This opinion is held by half of users and a larger proportion of physicians. These will be

examined in more detail.

“At the time, people who were high in the hierarchy were treated better. After 1990, this
hasn’t changed much, but also people with a lot of money appeared. For a good
payment, they are treated better in practice” [user]

A widely shared view is that the quality, and ultimately the success, of treatment depends
on the individuals' willingness and ability to pay under-the-counter. For people who

cannot afford to pay, things can be “critical” (user).

“Definitely there are groups receiving a better service. It’s a public secret that although
the health care is free at this stage, for each health service, significant money are given
under-the-table, in order to motivate the physician to be more responsive, more attentive,
more caring, and thus, to achieve better results of the treatment.” [user]

“This was the case before 1989 and today: those who have more financial means and
give ‘under-the-table’ payments to doctors, are then treated much better.”’ [user]

Treatment of richer patients, even when they do not pay the physician, is generally better.
This is due firstly, to their ability to buy drugs and supplies and pay all treatment-related
costs; their access to better specialists and facilities; and more attention by staff. The
poor are more likely to self-treat or to be offered lower quality substitutes in the
pharmacy. The rich benefit from “higher quality service, medicines, and medicine as a
whole” [physician]. Secondly, their ability to pay, or expectation of a future service or

other benefits for the physician, are deemed essential to receive better treatment.

“The quality depends on the patient’s material status regardless of whether the treatment
is paid or not. It determines what medicines will be prescribed. Often it is asked: ‘how
are you financially, in order to know what medicines to prescribe’ ” [user]

“People paying more are treated better and the physicians cannot be blamed for that.”

[user]
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~-You are sitting in the dental surgery, waiting patiently for your turn and then
somebody arrives, who is a mechanic in the auto service, where the physician repairs his
car, and naturally, the mechanic will be let in, and you will continue to wait.” [user]

“Of course, those who are better-off. able and ready to pay are always welcomed.”
[physician]

“It is not true that no effort at all is made for people who cannot pay anything. Efforts are
made, but not the same as for those who pay.” [physician]

Apart from income, under-the-counter payments are also influenced by a range of other
factors such as the social status of the patient, their access to key resources, or the
physician being recommended through a social network. In many cases, an alternative
scenario, when the patient is unable to pay, is to seek ‘connections’. Physicians often
find it unacceptable to take money from colleagues, relatives or people recommended by

them.

“All things are connected: the financial side, also whether in the future the specialist will
need you, and of course, your social status." [user]

“I'm not sure whether even if you are full of money and wait for your turn outside the
consultation room and say ‘I'm paying, call the doctor’...I think that you will be served
better only if you telephone in advance and a friend sends you.” [user]

Despite the importance of 'connections', financial status sometimes proves more
important. Several cases were reported by physicians where close relatives of well-
known physicians were not diagnosed in a timely manner, and where a family
relationship had no impact. It has become increasingly difficult to obtain treatment

through strategies other than informal payment.

“It depends how close the relatives are, it is possible to a certain extent, but I think that
one already asks even relatives to pay.” [user]

"It is also difficult for me. My brother had a transplantation, there are problems, and
certain things are delayed for months. Because I am a physician, they can't tell me
concretely what they want, and for this reason they redirect me.” [physician]

Informal payments and the transition

Data from qualitative research

It could be suggested that informal payments have undergone a change in the 1990s.

Although this is a cross sectional study undertaken in 1997, it also provides some data on

informal payments in the years preceding the transition.
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Before 1989, the communist authorities considered informal payments incompatible with
free and equitable health care provision, deflecting resources from the system, and
creating a private relationship between the medical profession and users. Although
considered ethically wrong and implying commercialisation of the medical profession,
informal payments were not considered a criminal offence. Although presents were
common, no sanctions were enforced, probably because they were considered to be an
additional inexpensive incentive for low-paid medical staff. Similarly, in the 1970s,
informal payments started to appear in Poland and Hungary, and were exacerbated in the
1980s as a result of worsening conditions in the health care system'®. Sanctions by the
authorities were nominal and, in Hungary, payments were even considered part of

salaries, subject to taxation after 1989.

In Bulgaria, after the transition, there were some spontaneous changes, with user fees
based on adapted legislation introduced in some facilities No consistent policy was

formulated in relation to under-the-counter payments .

There is a widespread perception that, since 1989, presents have been given and received
more openly, as “something usual”. Before 1989 such presents were more understated
due to fear of sanctions by authority, even though this did not seem to be based on

experience of enforcement.

“ ..then everything was happening secretly and behind the scenes, but now it is already
openly, and nobody forbids nobody anything” [user]

“it was quite strict then”. [physician]

In the 1990s, several parallel trends emerged in the type and size of informal payments.
The first is that cash payments are viewed as increasingly more frequent, about half of
patients and of physicians sharing this view.

“I think that before there was not so much payment under the table. i.e. what was given
was some perfumes, chocolates, expensive alcohol — because these were unavailable, but
I think that no payment was given as it is done now.” [user]

““_..what was given were chocolates, drinks or you are invited for dinner at their home...
Now I know that significant sums are given, especially for operation or for something
serious”’ [physician]

The second trend was of a perceived increase in the size of both cash payments and the

monetary value of gifts. It is possible that the size of the informal payments is not much

larger than in the 1980s, but accounts for a higher proportion of the household budget.
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Before 1989 presents were thought to be more uniform and with little value, because

authorities tended to tolerate affordable 'standard presents'.

“While before doctors were also taking such presents, but they were more modest —
boxes of chocolates, something smaller.” [user]

In another post-1989 development, in parallel with the increase in the value of gifts and
cash payments, an opposing trend was observed, in which there was a reduction in the
ability of the population to pay out-of-pocket. Factors suppressing out-of-pocket
payments were declining purchasing power of the population; escalating pharmaceutical
prices; and a perceived expansion of the informal health sector®. For many, even small
traditional gifts (flowers, alcohol, chocolate etc.) appear to have become less affordable
due to falling living standards. Physicians considered these gifts "trivial", "ordinary"
and with only a "symbolic" value, "affordable for the average Bulgarian". Giving bottles
of alcohol, for example, was valued less given recent increases in sale of bootlegged
alcohol potentially containing harmful substances (a physician reported using donated
alcohol as antifreeze in his car). In effect, such gifts did not achieve the intended
objective having a low impact on service, and larger gifts were increasingly expected by
physicians.

Although these gifts are perceived as tokens of gratitude, in contrast to cash payments,
the monetary value of such gifts can be substantial. For some patients, even these
common gifts are unaffordable, despite their desire to provide them. Others felt that such
presents are quite adequate for the service received. The context is important in that the
cost of flowers in urban areas, luxury chocolates and alcohol (mainly imported) have
grown disproportionately to incomes. If such gifts are considered as only very basic and
almost obligatory expressions of respect by health professionals, their impact on the
service is likely to be small. This poses a substantial burden on users, especially when
the treatment is prolonged and complex, thus putting pressure on the relationship
between patients and physicians. Some physicians considered such payments inadequate

both for the patients' and doctors' financial situation:

“They (presents/payments) are definitely large in view of the income of the population
and the real value of money at the moment"”. [user]

“.in the current economic situation, not everybody can afford to buy a bunch of flowers
for 2,000 Leva” [user]
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"The usual in the past box of chocolates and a bunch or flowers... is now too much for a
patient to give. Also, I don't know whether a Physician with 20-308 salary would not
prefer a kilogram of cucumbers Jor example, rather than the flowers..." [physician]

This contradictory evidence could be partly explained by the socio-economic effects of
transition. While gifts became less affordable and thus what was given was less

attractive, cash payments increasingly were used to achieve a higher impact.

“Simply now the presents are cheaper, smaller, but on the other hand money are given,
Le. there is a differentiation: large sums are paid, plus separately, presents” [user]

After 1989, income polarisation (“social contrasts” [user]) affected the ability of
different groups to make informal payments. The resulting discrimination by staff

according to ability to pay, led to the creation of two tiers of service.

"Now the means of the different patients are very contrasting compared to a decade ago,
when the difference was not so great. Now it is almost a luxury to buy a box of instant
coffee and a box of chocolates.” [user]

“I think that people were a little bit more attentive before, a little kinder. Now as if the
economic crisis has sharpened the aggressive mood in people” [physician]

In the view of patients, an important characteristic of informal payments in the 1990s is

the fact that they have become a ubiquitous fact of life.

“Before one could rely on personal contacts, acquaintances, social status etc. while now
payments are simply necessary everywhere.” [user]

Another important change is that while in the previous system payments were viewed as
discretionary, in the 1990s treatment can often be conditional on a preliminary payment.
Giving a monetary payment before treatment, especially when requested by the staff as a
condition of treatment, constituted the worst possible scenario in the perception of both
patients and physicians.

“Once upon a time they were paid in-kind... At the moment I don't think they receive
presents, but are offered money. There are doctors who request them themselves” [user]

“At the time money were not given, but now they are. Among some corrupted colleagues,
unfortunately it is negotiated in advance” [physician]

According to interviewees, the patient is rarely asked directly to pay for the service.
Instead, there is innuendo, labelling with a more serious diagnosis to scare the patient,
inadequate or slow service, or other unethical techniques. A respondent recalled a case

where she was diagnosed with bronchopneumonia:
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“...and the doctor said that she is going to treat me and I have to thank her Jor the
successful treatment... so I felt obliged to bring her a present the next time.” [user]

"The mechanism is simple: you are late for work, you have gone to have coffee...and if
you had to see 20-30 patients today, you can't. Therefore they will have to pay in order to
get to you. The dentists did it...in the state polyclinics there are no appointments for two
months ahead, although there is nobody in the waiting room, while the dentists are in
their private consultation rooms... This is not a nice way." [physician]

Cash payments or gifts are often expected. Many doctors admitted expecting gifts if the
treatment concluded successfully (“many people say only one thanks” [physician]),

although only symbolic.

Placing Bulgaria in an international context

Evidence on the prevalence and characteristics of informal payments elsewhere is largely
anecdotal’. Systematically collected data are extremely scarce. Governments have often
chosen to ignore the problem due to shortage of health care funds, or because it is
"politically problematic"?®. Informal payments have filled some gaps in budget funding,
thus reducing the need for official rationing®*. When addressing issues of corruption,
government and donors in many countries have focused on large-scale corruption in the
public sector, involving large sums and high-level players, while small-scale corruption,
involving small payments made by ordinary people, has often been ignored®®. The lack
of attention to informal payments has been a major obstacle to developing policies in this
area. Hungary has been the only former socialist country where informal payments have

been officially recognised as a problem and research commissioned.

What evidence exists suggests that informal payments are a not insignificant source of
private health care financing (Table 7.6). The World Bank, while emphasising their
illegal character, suggests that such payments should be measured, with a view to
incorporating them into a system of regulated cost sharing®. The World Bank estimated

informal payments (for pharmaceuticals and provider services) at 25% of total health
costs in Romania, and 20% in Hungary®.

The WHO Health Care in Transition reports have examined informal payments in several
countries. With the demise of the Semashko system, the reliance on extra-budgetary
sources at state health facilities in CEE/ FSU has increased, out of pocket user payments

varying between 10% (Croatia and the Czech Republic) and 17% of total health

expenditure in Hungary.
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The reasons why some countries have more informal payments than others have not been

systematically explored. The available studies have concentrated on a very few

countries%,

Generally, the resurgence in informal payments has been explained by shortage of funds
in the system, resulting in inadequate salaries and low quality of care. According to the
Hungarian Central Statistical Office, gratuities alone were estimated at 11% of total
health expenditure (1997). In Poland, informal payments to staff ("envelope payment")
constituted 46% of all patient expenditure at hospital'®. These payments increased
physicians' net salaries by 15% and thus constitute a significant source of income.
Annually, these payments accounted for more than double the annual salary bill. The
introduction of universal health insurance systems, supplemented by private insurance,
has offset informal payments in Croatia and the Czech Republic. These estimates
should, however, be treated with caution because of problems of definition of informal

payments and unclear methodology limiting comparability.

Evidence indicates a wider use of informal payments as a supplementary source of
financing in Central Asia. In Kyrgyzstan, the scale of informal payments has increased
in recent years, 11% of those consulting a physician reporting payment in 1993, while in
1996, half of patients made such a payment?®®. An earlier survey in Kyrgyzstan from
1994 showed that 8% of those who consulted in the out-patient setting and 25% of all at
in-patient facilities have given gifts to staff’®. 24% of inpatients paid a formal charge for
admission, but of those, 62% did not get a receipt. Although most gifts appeared
unsolicited, their value can be significant (mean: $13.5). 80% of mothers gave a gift
after delivery. 72% of gifts in relation to in-patient care were given before or during the
treatment, with only 28% after the treatment, which contrasts with the current study.

Informal payments constituted 18% of total payments for hospital inpatient stay.

In Kazakhstan, out of pocket payments are officially only 5% of health expenditure,
although other sources suggest that they may have reached 30% in 1996, with significant
co-payments for officially free pharmaceuticals, services and hospital admission®*.
Qualitative research has suggested a higher level of informal payments.

In the former socialist countries, informal exchanges were encouraged by the falling
prestige and incomes of physicians, widespread corruption in the wider economy and the
lack of sanctions. Preliminary results from a survey conducted by the World Bank and

the Albanian Center for Economic Research in 1998 showed that, of those who have paid
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a bribe, the highest proportion (40%) paid for medical services, to state medical staff.

State hospitals were viewed by public officials as the most corrupt institutions after the

judiciary, customs and the privatisation agency?".

A study from India in 1993 showed that most users of publicly run maternity homes

(89%) and a quarter of those who used private hospitals (24%) paid a bribe. Bribes

constituted from 6% to 38% of total hospital expenses®®.
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Table 7.6.  Out of pocket payments/ informal payments in selected countries

Sources: HIiT (Health Systems in Transition). World Health Organisation, Regional Office for
Europe, Copenhagen: 1999 (in press); World Development Report 1993. Investing in Health. The
' IBR"D / The World Bank. Oxford University Press, 1993; Chawla M, Berman P, Kawiorska D.
Financing health services in Poland: new evidence on private expenditure. Health Econ 1998; 7:
337-346; Ensor T, Savelyeva L. Informal payments for health care in the Former Soviet Union:
some evidence from Kazakstan. Health Policy and Planning 1998; 13(1): 41-4; Falkingham J.
Barriers to Access? The growth of private payments for health care in Kyrgyzstan.

EuroHealth, Spt_ecial Issue Winter 1998/99; 4(6): 68-71; Abel-Smith B, Falkingham J. Financing
Health Services in Kyrgyzstan: the extent of private payments. Mimeo LSE Health, London:
London School of Economics, 1995

Country Out-of-pocket/ Informal payments Source
Albania 16% of total health financing - out-of-pocket (1996) HiT 1999
Croatia 10% of direct service costs - co-payments HiT, 1999
Czech Republic  10% of health financing before health insurance - HiT 1994

gratuities and under-the-counter payments
Hungary 17% of total health expenditure - out-of-pocket HiT, 1999
payments (1996)
11% of total health expenditure - gratuities (1997) HiT 1999
20% of total health costs - informal payments The World Bank, 1993
Kazakhstan e 30% of total health expenditure - out-pocket for Ensor, 1998
drugs, food, nursing services(1996)
e A survey by local newspaper, almost all 500
patients paid UCP for service
e 10% of financing in Almaty was covered by user
charges (1996)
5% of total expenditure - out of pocket payment HiT, 1999
(officially)
Kyrgyzstan e 10-15% to 20-30% of total health expenditure - HiT, 1999
out-of-pocket payments (1996)
e a half of those consulted made informal payment Falkingham, 1998/9
for consultation (1996)
e 8% of outpatients and 25% of in-patients gave Abel-Smith and
gifts to the staff Falkingham, 1995
e 24% paid formally for admission, but of those
62% did not get a receipt (informal payment)
e 18% of total cost of hospital stay - informal
Poland o 46% of expenditure per episode of hospital Chawla et al, 1998
treatment ("envelope payment") (national household
e Reported "envelope payments" more than double survey 1994)
the average gross salary of a physician
Romania 25% of total health costs - informal payments The World Bank, 1993

Data on size of under-the-table payments in Albania were published in a popular weekly

magazine’'' (Table

7.7). Tt is evident that the total cost of delivery may equal the average

monthly wage in the public sector, while more complex surgical treatments may exceed

it by several times.
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the rural areas, these payments are unaffordable. This may put them at risk of receiving

poor quality or delayed services. Doctors justified these rates by their very low

remuneration.

Table 7.7. Under-the-counter payments in Albania by setting/ type of service

Source: Data published by the "Klan" magazine in June 1998 (in Albanian)

Setting/ type of procedure Payments $ equivalent
(Lek)
District hospital
Delivery (payment to the obstetrician) 3,000 20
Caesarean section 5,000 55
Delivery (to each of the nurses attending) 500 3.3
Delivery (to the cleaning lady) 200 L3
Delivery (to the gate-keeper) 200 1.5
Total per delivery 30-60
Tirana University Hospital Centre
Operation for appendicitis 2,000 15
Operation for prostate enlargement 4,000 25
Operation for cholecystectomy 15,000 100
Operation for nephrolithiasis 10,000 70
Operation on stomach 100-150,000 100
Cardiac valve replacement 25,000 170
A valve replacement 100,000 650-700
Official minimum wage (1997) 4,400 30
Average monthly wage in the public sector (1997) 9,559 63
Maximum urban pension (1997) 6,500 43
Maximum rural pension (1997) 1,248 8.5
20 000 135

Professor's salary in the University Hospital,
Tirana .

Rationale for informal payments

Data from the population survey

Reasons for informal payments

Women and men tended to pay in similar situations, with the largest percentage reporting
payment because of serious illness (10% of men and 12% of women) or to obtain a
consultation with a well-known specialist or at an elite clinic (9% of men and 12% of
women) (Table 7.8). Other reasons for rendering payment were gratitude for successful
treatment (8% of men, 9% of women), to receive special attention (8% of men, 10% of

women), or for services of high standard (8% of men, 11% of women).
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Table 7.8. Reasons for payment at state health facilities

Type of service paid for: % selected this option
men women
In case of serious illness 10 % 12 %
For consultation with a prominent specialist /clinic 9 % 12 %
Because I was satisfied with the successful treatment 8 % 9%
Because the physician paid me special attention 8 % 10 %
To receive a high-quality service 8 % 11 %
Because my child/person very close to me was ill 7 % 9%
Because the attitude of staff was very good 6 % 7%
Because I knew that I would be treated immediately 6 % 7 %
To have access to better equipment / medication 6 % 8 %
Because I had enough money 3% 4%
Because the price was affordable 3% 6 %
To be treated close to my home 2 % 4%
At least one of the above cases 21.1 % 27.3 %

Data from the qualitative research

Reasons for informal payments

Respondents suggested three different sets of issues underlying informal payments:
related to the physician; to the patient; and to the health system organisation.

In relation to physicians, a predominant explanation for the existence of informal
payments is the low salaries of medical staff in the state sector, leading to a growing
demand for extra payments®.

"Due to the impossibility of doctors to live with these salaries, which are given to them by

the state". [user]

Physicians' incomes are considered inadequate, thus creating a justification for informal
payments. Some respondents thought that physicians receive an inappropriately low

salary compared to other occupations, with fees paid even for private treatment.

"4 doctor, who is an extremely good specialist, even by western standards, performs
complex operations, but is not paid adequately... It is quite normal for him to expect
somebody to pay for his work and it is normal for the patient to want 10 pay, because
nobody else could provide the service " [user]

"Complete chaos: poor medical staff, to whom it is unspoken rule to pay in order to
receive any service at all, and that is a service of unknown quality." [user]
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The payments were sometimes seem as "enforced', or "demanded" by the doctors.
Abuse of the dependency relationship between doctor and patient promotes informal

payments. In this model, the doctor bears all the responsibility for the payment.

Surprisingly, in many cases the payment is instigated by the patients. In a positive sense,
payment may be motivated by "hope for successful treatment", or may seek high-quality
service, a better attitude or convenience. Payment is perceived as unproblematic when it
is made in good faith, on the patient's own initiative and if it does not cause them
financial difficulties (“spontaneous” [user]), but not when users are forced to pay in order
to receive adequate treatment. In some cases, they are perceived as low in view of the
expected benefit. This was seen as a mechanism for the patient to gain control over their
treatment. Payment may also serve to reduce the cost to patients from waiting or
suffering?®. In other cases, the decision to pay may reflect compliance with traditions

and expectation rather than a rational choice.

"People feel more confident sure in their treatment when they pay..." [user]

In this context, respondents thought that such payments are made by wealthier people
who can afford it anyway and therefore it is not a problem. The idea that such payments
may create expectations for all to pay something and thus exacerbate inequality, was not

considered.

"Some people have a lot of money... and think that the attitude (of staff) towards them
will be far better if they pay" [user]

The negative side of this could be a patient feeling that payment is necessary to receive

adequate treatment.

"These are payments made not so much from good heart, but from fear and ignorance,
especially if their illness is a more serious or chronic." [user]

Another set of factors underlying informal payments, perceived by many respondents,
stemmed from shortages caused by underfunding, expressed as "poor system of health
financing", "ineffective administrative system" [user], "lack of regulation of payment",
"disorganised way of financing" [user]; and "unequal access to certain services by
patients"[user].

Informal payments for health care are perceived to reflect a pervasive culture of

corruption in the wider economy, aggravated by a "lack of law and order in the country"
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[user], "...because such things are tolerated” [user]. Use of informal strategies shows

lack of trust in the official procedures in the health care system.

Two-thirds of users thought that informal payments are a reaction to economic
difficulties rather than a product of culture or tradition. The common view that

corruption is culturally determined recently has been challenged elsewhere®® and is

supported in this study.

“Until 1989 it wasn't a tradition. This informal payment appeared as a consequence of
the overall collapse of the economy. ” [user]

“I think that the current financial situation of the state degenerate the relationship
between patient and physician.” [user]

Despite that, a third of users still viewed informal payments as a deeply rooted tradition,
which limit the possibilities of control. It is important to distinguish between giving a
gift, which is considered traditional behaviour, and paying cash, which is associated

more with present-day corruption.

“It is a tradition to pay respect to a physician (i.e. with a gift), because he is looking
after the most precious thing — health. But these additional informal payments, this is not
a tradition, they are just imposed by life.” [user]

Winners and losers

The majority of respondents felt that the medical staff (the doctor who is responsible for
the treatment, the team who operate, auxiliary staff) benefit exclusively from informal
payments as a direct supplement to their salaries. In an insecure environment, such

payments are a "direct" supplement to staff remuneration.

"Of course it benefits the physicians, but we should not be angry with them, because still
they are highly qualified specialists, and given that the state cannot pay them, they have
to search for other sources" [user]

The personality of the physician and their position are viewed as important determinants
as to whether they succumb to participation in such relationships. Doctors who have an
opportunity to do so ("have wealthy patients" [user] or are well-known "stars”), are more
likely to receive an informal payment.

"Unscrupulous, there are some who take advantage of the situation” "Physicians with the

'vight' way of thinking" [user] “Unfortunately physicians are only human...” [user]

“A person who is not well-off very easily could be bought... to do their job better.”
[physician]
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Some respondents recognised that informal payments may benefit both physician and

patient. The patient shows attention and respect and receives the same.

"The benefit is for the both sides, there is no argument about that. Nobody would pay, if
doesn't know that will receive something back." [user]

A few people also felt that such payments are indirectly beneficial to the health care

system as a whole by attracting extra-budgetary funds.

"Such payments are an additional income Jor the health facility as a whole and I think
that it is an input into the overall treatment of the patient” [user]

The role of informal payments

Several important functions of informal payments emerged from the study, derived
mainly from patients’ perspectives. The most common is as an expression of gratitude
for a successful outcome. Traditionally it involves gifts, services or other non-monetary
goods given after completion of treatment and to acknowledge the physicians’ efforts
(the word "attention" is used by a patient as synonymous to gift). Even small tokens
(“for memory” [user]) could serve this purpose. Gratitude may be for the attention and
responsiveness of the physician (“met with understanding from a physician” [user]).
Thus, in Kyrgyzstan, according to tradition, small unsolicited gifts are made after

delivery (66% in urban; 85% in rural areas)'®,

“...there are such cases, the patient from gratitude leaves you some money at the end -
Jor the work, or simply, for the sake of their health”. [physician]

“something that would please them, show them they are respected, honoured...." [user]

Another function, typically involving cash payments, but also gifts, given before or
during the treatment, is to ensure respect from staff and high quality of care in the
forthcoming treatment. The first step is to establish communication and attract the
attention of apparently unmotivated staff towards the patient's medical problem by means
of an informal payment or the promise of one in the future ("getting the physician to
remember you"). The next step is to ensure that higher than average quality of care is
provided, waiting is avoided and preferential treatment secured. Payment to obtain quick
service, to improve the standard of treatment, or secure a good attitude of staff, are
common reasons for informal payments elsewhere®* 2, Payments by users have been

found to be a significant determinant of the type of health care and attention from staff'®.
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In contrast to functions relating to the past or present, informal payments also have an
insurance role, guaranteeing a degree of security in case of future illness. This involves
gaining the confidence of staff and establishing a long-term relationship. Such a strategy
was considered essential in a situation of rapid and unpredictable change in a health

sector facing chronic shortages and low standards of care.

“In case of future illness, future problems, to have somebody to contact, somebody to
provide a normal treatment” [user]

“Usually the patients are trying to insure themselves, offering them before, and not after
the work is done. We are talking about the more serious things...” [physician]

“...some patients have tried to give gifts also before the treatment, but I am a bit
superstitious, insist for them to be given at the end, if any.” [physician]

Informal payments also demonstrated the patient’s willingness to contribute to their own
treatment, but attitudes to contributions to a formally free health system are discussed

further in chapters 9-11.

Attitudes to informal payments

Attitudes to informal payments (qualitative research)

In general, there are several types of reaction to informal payments. Firstly, many
patients and physicians considered this practice to be unethical and “not right”,
especially concerning cash. In the view of many physicians, under-the-counter payments
are often humiliating due to the circumstances surrounding the payment and its often
small size or curious nature. The under-the-counter payments, when in cash ("envelopes
with money”), tend to be viewed negatively by the majority of respondents, taking such
payments is seen as improper behaviour.

“Bulgaria should become a modern country, where all those presents and services do not
exist in the health care, and in our life, in general. Everybody to earn their living
honestly, and this to determine their attitude to the patient” [user]

"It is ugly when a physician asks for money" [survey sample]

Some patients have even found them distasteful, "shocking" and “inexplicable from a
human point of view” (e.g. the previously mentioned story about the dinner party before
an operation for cancer). A recurring theme among physicians is that payments or gifts

could restrict clinical autonomy, while giving more control to the patient through the

creation of a binding relationship.
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“Sometimes the patient gives 100-200 Leva, ‘to treat yourself’, and the physician
refuses... because these money are not enough, but are binding. Later he could say he
gave money to the doctor, yet 200 Leva could only buy a coffee.” [physician]

“Often the price of these under-the-counter services is not set... It diminishes the self-
esteem of the physician: to have money slipped into the pocket...he feels bad about it
because the sum does not always corresponds to he did, but in many case this is the only
way of increasing income. In general, it is unpleasant for both sides.” [physician]

Another group of physicians and patients were tolerant, and viewed under-the-counter
payments as a matter of fact and even as a positive gesture towards underpaid, but
deserving, medical staff. The fact that physicians are disadvantaged means that they
deserve an additional payment. In this respect, payments are often seen as indicative of
good manners and politeness. Often the payments were considered “normal”, or

“understandable” in the light of the current economic situation.

For some, such practices even amounted to “social justice” in the face of the failure of
the state to finance adequately the health care system. Physicians also thought that

presents, as a sign of respect, could improve the morale of the profession.

"I think that it is not undignified for neither sides, it is hard work after all..." [physician]

“For the physician to have done his job well is a satisfaction and naturally, he is pleased
also to receive a present — this is a sign of respect.”’ [physician]

A third view is that patients have the right to show their respect by giving presents, as
long as they are voluntary and not requested by staff. This is deemed part of the private

sphere of human behaviour and not appropriate to regulate.

“If the patient is satisfied I think that he has the right... to buy the physician a Mercedes
if he wants” [user]

Small presents and cash sums are deemed acceptable in state facilities but, over a certain
threshold, going directly to the private sector is preferred. Patients reported that informal
payments have a definite impact on treatment.

Opinions are divided on whether informal payments pose a serious problem (13-no; 19-
yes). Some respondents thought that informal payments must not be an important
problem, because of the lack of open discussion on the subject. Others viewed informal
payments for health care as no more serious than similar unregulated activities in other
spheres of society. They were also perceived as a manifestation of the expansion of the

private health care sector and an inevitable expansion of cost-sharing.
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e . L
1t is not a problem, this is the Situation at the moment. As profiteering is a temporary
problem in the state, this is the same... Even not so serious problem." [user]

"I don't think that it is a serious problem, because in practice an unofficial system for

paid health care is functioning. Hardly anybody has illusions that health care in Bulgaria
is currently free.” [user]

Of those seeing informal payments as problematic, several types of problems were

perceived. One is to do with the inequalities it creates, and affordability.

"...not everyone receives the same medical service. . actually people who cannot pay,
cannot obtain sometimes even the most necessary health care.” [user]

"It is becoming a problem, with even the poor starting to feel obliged". [user]

"Of course, in some cases this leads to abuse, and at certain point they may refuse to do
something vitally important, if payment is not guaranteed beforehand." [user)

Informal payments also place physicians in a difficult situation, because of the stigma

attached ("It is a problem for the doctors as well, because they have to hide" [user]).

Finally, many respondents saw informal payments as reflecting problems inherent in the
health care system and posing challenges for it ("the way health care operates
currently... is a problem" [user] "...everything should be evaluated, and patients

required to pay formally". [user]).

Acceptability of payments in state facilities (survey)

Data from the survey on acceptability of informal payments provide a useful parallel.
Respondents were asked to evaluate a series of statements relating to the acceptability of
such payment in the state sector.

61% of men and 63% of women felt strongly (highest degree on the scale) that it is
unacceptable for physicians in state facilities to receive money from their patients. In
marked contrast, a situation in which a patient gives money to a physician in a state
health facility following a successful outcome of treatment was unacceptable to only
21% of men and 22% of women, while 38% of men and 36% of women found it
perfectly acceptable, and another 28% of men and 30% of women thought it acceptable
only sometimes. It is interesting that there is disapproval of the physician who accepts
money, but approval of the patient who gives it.

The predominant view was that it is acceptable for patients who are satisfied with their

treatment to leave without expressing their gratitude to the physician through payments,
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presents, or favours (81% of man and 82% of women). Only 9% of men and of women
thought it is unacceptable for a patient, if satisfied, not to give a gift. Similarly, in the in-
depth interviews, only a few users and no physicians thought a patient impolite if they
leave the facility without giving anything.

The negative reaction to informal payment is stronger where they are requested by the
health professional. 58% of men and of women stated that in no circumstance is this
acceptable and a further 22% of men and 23% of women deemed it rather unacceptable.
15% of men and 13% of women considered that it is acceptable for a state-employed
physician to ask for payment in specific circumstances: shortage of basic resources at
health facility (5% of men and women); low salaries of physicians (4% of men and 3% of
women). Only 2% of men and 3% of women thought it right to pay for service in a state
facility.

These findings indicate that cash or in-kind payments in the state sector, in general, are
acceptable, when initiated by the patient, rather than medical staff. There 1s a strong

opposition to requests for payments or other pressures on users to pay.

Potential responses to informal payments

Potential responses to informal payments (qualitative research)

A set of solutions emerged in relation to informal payments. Many respondents,
predominantly physicians felt that informal payments exist because of deficiencies in the
health care system in general. In this case, large-scale reform of health care financing is
seen as a necessary solution. It was thought that a social insurance system in which, it
was assumed, the patient would be provided for and the physician adequately paid,
would cause such payments to disappear. Those physicians who benefit most from
informal payments are perceived not to have an interest in financing reform and to be an

obstacle to it.

“Whoever does reform, should do it quickly, not to complain of obstacles, because this
thing (IP) corrupts the health care. Health care was a moral category once.” [user]

“This problem could be resolved if the doctor becomes financially independent, i.e. is
sufficiently well paid not to succumb to such ‘gestures’” [physician]

Another alternative to eliminate payments is to rely on user fees, or other forms of

expansion of the private sector, but with part of the payment benefiting the physician

directly.
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It was also suggested that, as informal payments exist because of the lack of official
channels for patients’ contributions, voluntary contributions could be channelled through
a range of quasi-private pathways: sponsorship, advertising, contracts with private firms,
or donations. Direct community participation has roots in the national culture suppressed

by the Semashko system, and more innovative forms should be sought.

"Each hospital has to use non-conventional methods of raising additional resources,
which to be collected in a special fund and used for the poor.” [physician]

Another preference was for the informal payments to be collected for the whole facility
or within teams, and then distributed among medical staff, thus eliminating inequality

among specialities.

In another, less common, view expressed by physicians, inequalities in treatment are

normal in a market economy and this is not considered a problem:

“Those who pay are served better, as in the whole world - nothing new. Everywhere
there are hospitals for rich and for poor. I don’t recommend you go in a hospital for
poor abroad. Here, the difference is even smaller.” [physician]

Discussion

This chapter presented the results from a 1997 study on the scale and characteristics of
the informal economy in the health sector in Bulgaria. This topic has not been
previously explored by means of representative surveys in Bulgaria, limiting the scope to

validate the results.

The level of reporting informal payments is somewhat lower than expected from
previous work in Bulgaria®®. In particular, it is possible that responses were influenced
by perceptions of the semi-illicit nature of the informal transactions. Some
underreporting may have occurred due to sensitivity of the issues or people being unable
to recall how much they have paid in a situation of rapidly changing prices and wages,
caused by inflation in the 1990s. Some of the characteristics of informal payments were
found in the process of research, which if known at the start would have potentially
increased the ability of the questionnaire to distinguish the types of payments made.
Although the study of informal payments in a population sample gives an impression of
the overall distribution, those who have made informal payments should then be targeted
specifically. Despite these limitations the methodology has provided a starting point for

further investigation of the informal exchanges in the health care system in Bulgaria.
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Informal payments, especially as gifts, are relatively familiar phenomena in Bulgaria.
Although in the survey less than a quarter of the sample reported having paid informally

in cash or in-kind, the in-depth interviews showed that all respondents had experience

with in-kind payments and, for many, cash payments.

Considered in an international context, it is evident that informal payments in Bulgaria
appear to be on a smaller scale than those in Hungary?®, Poland'®?, and Central Asja?®* 2°°
where research has shown a large informal sector. For many types of services, such as
hospital admission, payments are negligible, while in Kyrgyzstan about three quarters

paid for hospital admission in 1996*, in Kazakhstan these are reported to be twice the

monthly salary?'?,

In Bulgaria two parallel layers of informal payments were identified (Figure 7.7). The
first layer comprises traditional gifts given, on the patients' initiative, as a sign of
gratitude after a successful outcome of treatment. These were deemed part of the private
sphere of human behaviour and not appropriate to regulate. The second layer are
payments (increasingly in cash) for physicians' services, given before or during
treatment, often requested by staff, and fees covering treatment-related expenses. While
the first type is considered a culturally determined phenomenon, the latter is seen as a
product of financial imperfections in the health care system and an economic necessity,
rather than tradition. This second group, which are closer to corruption, were opposed by
both users and physicians. Cash or in-kind payments in the state sector are considered

acceptable only when initiated by the patient, not staff.

Figure 7.5. Layers of informal payments in Bulgaria (1997)

Best scenario: tradition Worst scenario: economic coercion, bribe
unsolicited RN solicited
7 . N before \
after ;o gift \' \l
treatment | ] treatment ;
cash

The most common reason for making an informal payment is in case of serious illness,
for access to well-known specialists or clinics, or as a guarantee of high quality service.
Under-the-counter payments, as well as user fees for pharmaceuticals, food, or nursing

services, occur more often in in-patient facilities and for more complex treatments, thus
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posing a burden to users. This is consistent with the view that corruption is more likely
to occur in the public sector, where there are more obstacles to individual choice®?,
People are least likely to have paid for convenient access to services, which reflects a still
existing infrastructure. In contrast to the former Soviet Union, where payments in rural

areas are predominantly in-kind®*, in Bulgaria the divide is less pronounced.

The current research demonstrated that the richer and more educated sections are more
likely to pay informally. This may suggest that informal payments are flexible and
discretionary, reflecting closely the patient’s financial status, thus not affecting equity.
This could be viewed as an argument for some kind of formalisation and establishing
exemption practices. Official user charges have been regressive, however, as patients are
required to pay the market cost of drugs and consumables, without taking account of
income. Charges for surgical materials and hospital admission, for example, are often at
the discretion of the medical staff and, except for the very poor, are not related to
income, thereby reinforcing inequity.

There is evidence of the existence of a two-tier system, advantaging people able and
willing to pay staff informally, or contribute towards the cost of their treatment. From
another perspective, however, informal payments by the wealthy raised the overall

expectation of staff, and ultimately may increase the cost for all patients.

Patients’ and physicians’ attitudes towards gifts are an important barometer. As in other
studies®, informal payments were perceived to be rooted in socio-economic and
institutional factors in the health care system, rather than peculiar to certain personalities.
Among these factors are low salaries, with no performance related component,
disillusionment with slow health reform, poor organisation of the system, and severe

funding shortages.

The qualitative research suggests a possible shift in the size, form and meaning of under-
the-counter payments and user fees in the 1990s. Payments are more significant now,
increasingly in cash and more often requested, or expected, in the initial stages of the
treatment. Under-the-counter payments, however, often take the form of pragmatic gifts,
rather than presents serving only aesthetic purposes (flowers, souvenirs). Although gifts
may have been common before 1989, inflation and falling living standards have reduced

their real value and made even traditional gifts unaffordable for many users.
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While increased informal cost-sharing may be seen as a necessary response to the
economic crisis in the public sector, the same conditions also affect the individual,
lowering standards of living and diminishing their willingness and ability to pay.
Although a high proportion of respondents in the survey paid from current Income,
suggesting affordability, in interviews some patients and physicians expressed the view

that even "standard" gifts have become unaffordable.

Several strategies are employed to obtain high quality treatment. Offering payment is
one, another is use of a "connection" to ensure preferential access. The effect of personal
contact may be enhanced by a gift. Thus, when physicians themselves are ill, typically
they rely on professional contacts to obtain health services, perhaps in combination with

a gift, but rarely pay in cash.

Despite its relatively limited scope, this evidence on informal payments shows that the
principle of comprehensive free coverage, on which the health care system in Bulgaria
was based until 1989, has been undermined in the face of growing economic pressures.
Informal payments are perceived to be rooted mainly in the lack of incentives for staff
and severe shortages in the health care system. Other research suggests that private
expenditure has been a growing source of health sector financing, with a large informal
component®. A widely shared view is that the quality, and ultimately the success, of
treatment depends on the individual’s willingness and ability to pay under-the-counter.

Informal payments are viewed as creating a two-tier system and have potential for abuse.

This picture of informal payments is likely to influence future health sector financing in
several ways. Since December 1997, user fees for certain services such as hotel services,
hospital admission charges and consulting directly a specialist, were legalised. The
revenue constituted less than 1% of expenditure of municipal health facilities®.
Although the Decree sets clear rules for exemptions, no evidence that such procedures
were implemented was detected in this study. More importantly, this research suggested
that sporadic introduction of user fees has not eliminated under-the-counter payments as
suggested by some®®. For example, childbirth is formally exempted from user charges,
but is commonly the subject of under-the-counter payment. User fees were often charged

not only for luxurious or elective services, but also for basic services.

Contrary to the common western perception, a model based on corruption is over-
simplistic. The evidence that informal payments are a sign of gratitude indicates a

“culture of gifts”, rooted in values and traditions across all income strata in society.
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Adopting the framework of contextual factors relating to implementation devised by
Leichter*™, such factors can be considered cultural, and thus not easily amenable to

change in the short-term. Instead, strategies are required that take account of them and

turn them to advantage.

Informal payments also create numerous perverse incentives. It has been argued that
they reduce the efficiency of the system, leading to overspecialisation and use of over-
complex procedures. It is argued that they supply revenue for the health sector that the
state fails to raise through taxation®®. Informal payments also encourage health
personnel to seek employment in both the private and public sector'®, creating an
incentive to neglect their poorly monitored public commitments for more lucrative
private ones. They also inhibit reform: "in a system where both physicians and patients
have come to understand the advantages of informal payments, any change therein may
require many attitudinal adjustments"'®. On the positive side, unregulated payments in
the health care system might have made patients more familiar with the costs of health

care®,

Informal payments may pose a threat to further reform if payment continues to be made
on top of insurance claims. Thus, there is a need to convey the message that it is possible

to obtain high-quality service without informal payment?* 2.

In view of the planned radical transformation of financing, policy makers face dilemmas
in relation to informal payments. Should specific action be taken or will the new
financing system make it unnecessary? Despite the existence of a formal private sector
and user fees, under-the-counter payments appear to be increasing. Until now the
government has chosen to ignore the problem. It is assumed simply that the
implementation of a health insurance system will eliminate informal payments.
However, implementation of health insurance is unlikely to provide the funds needed to

improve salaries to a level adequate to drive out informal payments.

An alternative route is to set some broad rules regarding informal payments, particularly
when 'involuntary' or in cash, during the transition to health insurance. Solutions
suggested by respondents include introduction of a compulsory health insurance system;
or at least a form of insurance; formal redirection of part of the revenue from user fees to
staff: and establishment of official, but flexible, channels for voluntary contributions by
patients such as sponsorship, advertising, or subscription contracts. Banning informal

payments or imposing prohibitive measures is not considered a productive strategy. The
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scale of informal payments and whether they are initiated voluntarily by patients are seen
as essential in deciding whether to regulate them. If gifts are small and purely symbolic,

they should be unregulated as they are an expression of societal values and practices.

The scale of, and trends in, informal payments demonstrated in this study suggest the
need to devise an explicit and coherent policy towards informal payment as an essential

element for effective implementation of financing reform.
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CHAPTER 8. HEALTH EXPENDITURE AND ABILITY
TO PAY IN BULGARIA

Introduction

Information on current out-of-pocket expenditure for health care and its affordability is

essential to design a sustainable and equitable health sector financing system.

This chapter focuses mainly on the individual’s last consultation with a health
professional. It asks how much they paid for the consultation and what form the
payments took. It explores how payments vary according to the socio-economic
characteristics of the patient. Finally, it moves from what was paid, to whether it was
affordable, assessing ability to pay for both the last visit and, with caution, the last

episode of illness, by means of self-reports and by comparing actual payments to income.

The chapter draws on both the population survey and the qualitative study. The analysis
of the survey data includes only those who have ever consulted a health professional
(men n=489 and women n=726). The expenditure analysis focuses only on those who

consulted a health professional in the past four weeks (n=329).

Ideally, the cost of an entire episode of illness would be estimated. This is intrinsically
problematic. A hospitalisation for elective surgery will involve an initial consultation,
referral to hospital, out-patients hospitalisation, and post-discharge follow-up. Although,
in this case, the treatment episode can be defined, it may be difficult for the respondent to
recall what was involved at each stage. In other cases, the beginning and end of the
episode may be much more difficult to define, as is the case for many chronic diseases

requiring long-term review. For these reasons, the cost of the last health care contact is

the main subject of this chapter.

Health expenditure

Data from the population survey

Level of health expenditure (last contact)

The overall expenditure incurred during the last visit to a health care professional was

calculated for those who reported consulting a health professional in the past four weeks
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(n=329). The median expenditure in primary health care facilities (n=207) was 2,000
Leva ($1.3 in May 1997), and in the hospital sector (n=78) it was 1,950 Leva. The
distributions were highly skewed, so that the means are respectively 4,072 Leva and
4,496 Leva (83 in May 1997). The median health expenditure constituted 1.4% of the
average salary and 5-6% of the average pension in May 19972", Expressed in terms of
the legal minimum, rather than average figures, the median expenditure was 5% of

minimum salary and 12% of minimum pension in May 1997.

As previously noted, these figures are an under-estimate of the total cost of an episode of
illness and only capture a single (last) attendance. In addition, in-patient episodes, which
are relatively infrequently recorded because of the focus on the last attendance, were only

rarely captured.

Type of health expenditure (last contact)

All respondents who reported ever being ill were asked to describe all expenses related to
their last contact with a health professional and the subsequent treatment. The expenses
could be divided into several broad groups: travel expenses; expenses for
pharmaceuticals (drugs, consumables, herbs); payment for diagnostic tests and other
procedures; hospital expenses (including payments for food, bed linen, laundry;
nursing/hospital attendant services; hospital admission fee); formal and informal
payment to health personnel (monetary payments, gifts, gratuities); as well as loss of

income due to absence and other inconvenience.

The most common item of expenditure was medication or herbs (83% of men and 78%
of women) (Table 8.1). The second most common payment category was travel expenses
(40% of men and women). Payments, gifts and gratuities given to medical staff came
third (11% of men and 10% of women). Among the latter, non-monetary gifts were most
commonly reported by women (8%) and monetary payments to physicians by men (7%
of men). 13% of men and 7% of women reported loss of income due to absence or other
inconvenience in relation to the consultation. 5% of men and 9% of women reported
paying in relation to hospital stay, and 9% and 4% respectively for tests or other
procedures.

13% of men and 15% of women (of those in employment) reported absence from work
during their last illness in the past four weeks. The majority of those who were absent

from work (87% of men and 84% of women) had been given a medical certificate.
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According to the still functioning Code of Labour from 1951 (last amended in 1992),
employees absent from work through illness, whose absence has been certified by
designated health providers, are paid between 70% and 90% of their regular salary
according to the length of their work experience. If the absence exceeds 15 days, the
compensation increases by 10% for most groups. In practice, payment is not always
made due to shrinking public budgets, forcing people who are ill to take unpaid leave. In
general, people in the private sector are reluctant to claim sick leave, due to fears of

losing their job. For these reasons, issuing of medical certificates has declined

significantly since before 1989.

A central question is whether expenditure varies between different socio-economic
groups. Again, self-perceived financial situation was used as it is a more sensitive

indicator of well-being than income where under-reporting of income is common.

There was no consistent pattern, with those whose financial situation was either good or
bad equally likely to pay in a particular category. The exceptions were for tests and
payments and gifts to staff where the wealthy were more likely than the poor to pay

(Figure 8.1).
Table 8.1. Health care expenditure by type (last consultation)

Valid cases: men 120; women 209

Paid for: Men % (n) Women % (n)

Pharmaceuticals 73.3 % (88) 70.3 % (147)
Travel expenses 40 % (48) 39.7%  (83)
Herbs 9.2 % (11) 72%  (15)
Tests 9.2 % (11) 3.8 % (8)
Other inconvenience 83 % (10) 43 % 9)
Payment to physician 6.7 % (8) - -
Loss of income 4.2 % (5) 2.9 % (6)
Gifts, donations to staff 4.2 % (5) 81% (17)
Other expenditure 2.5% (3) 1.0 % (2)
Food/ bed linen 1.7 % (2) 53% (11)
Nursing services 1.7 % (2) - -
Hospital admission charge 1.7 % (2) - -
Services, gratuities for staff - - 1.9 % (4)
Any of the above types of expenditure 85.8% (103) 828% (173)
None of the above types of expenditure 142 % (17) 112% (36)
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Figure 8.1. Percentage of respondents paying at their last consultation for each type of

health care expenditure in relation to self-perceived financial situation
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Determinants of health expenditure

The previous section examined the probability of paying but it is equally important to

examine the amount paid and how it varies within the population.

The median health expenditure for the last contact, where this had taken place in the
previous 4 weeks, was examined in relation to socio-demographic characteristics (Table

8.2). Primary and secondary care services were examined separately.

Those of working age (below 60) appear to pay more than those in other age groups at a
primary health care consultation. Women tend to spend slightly more than men for
primary care consultation, while men paid more than women in hospital. In both primary
and secondary care, those with poor self-reported health are likely to pay twice as much

as those with good health.

Respondents in the lowest income quartile paid the smallest sums for a primary health
consultation and the largest sums in hospital settings. Similarly, those assessing
themselves as very poor seem to pay much more than the others for secondary health
care, but comparable amounts in primary health care. Given the relatively similar

patterns of utilisation across income groups described in chapter 6, this suggests an
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unequally distributed burden of expenditure. Another explanation might be that the poor
access hospital care later in the course of their illness, when complications might have

occurred, possibly requiring higher expenditure.

Those with only primary education tended to pay less for both primary and secondary

care€.

The ability to discern meaningful patterns in the data on payment for secondary care is,
however, greatly constrained by the small numbers involved. Statistical tests for

significance are performed later in this chapter, in relation to affordability (the share of

health expenditure from income).
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Table 8.2. Median and interquartile health expenditure (last contact) by socio-economic

characteristics
Variable/ Category  Expenditure Jor primary health | Expenditure for secondary health
care (n=211) care (n=80)
Median 25 %ile 75 %ile Valid | Median 25 %ile 75 %ile Valid
(Leva) n (Leva) n

SEX

Men 1,600 0 5,250  (69) 2,660 0 8,315 (36)
Women 2,009 0 5,000 (141) 1,100 0 5,320 (44)
AGE GROUP

<39 2,000 0 4950 (40) 2,660 1000 9,800 (14)
40-49 3,000 0 6,000  (30) 5,000 0 6,000 (15)
50-59 2,000 357 5078 (37) 800 0 4,300 (21)
60-69 1,800 0 5,000 (53) 2,350 38 12,250 (16)
>70 1,950 0 5,000  (50) 1,255 0 4,100 (14)
INCOME QUARTILE

I highest 2,000 0 3,723 (33) 1,400 0 7,490 (16)
II 3,505 729 10,000  (34) 2,000 825 9,850 (13)
II1 2,100 300 5,000  (46) 1,750 0 5,850 (24)
IV lowest 1,900 0 5,250  (85) 2,320 0 5,400 (23)
EDUCATION

Higher 3,500 1,250 9,550  (24) 900 0 12,500 (13)
Secondary 2,000 0 6,000 (79) 3,000 1000 6,500 (31)
Primary 1,200 0 4,000 (107) 500 0 5400 (36)
FINANCIAL SITUATION

Very good/good 15 0 4,375 9) 0 0 0 (1)
Neither good nor bad 1,900 0 4375  (52) 2,000 0 5,080 (23)
Rather poor 2,500 75 6,000 (77) 900 0 7,200 (29)
Very poor 1,850 0 6,000  (68) 3,300 300 6,000 (26)
MARITAL STATUS

Married 2,400 0 5,300 (139) 1,500 0 5550 (61)
Single 1,809 0 8,770  (13) 1,500 850 5400 (5)
Divorced/separated 1,750 0 4,009  (5%) 2,760 600 6500 (14)
SETTLEMENT

Sofia 2,000 0 10,000 (19) 2,000 400 6425 (13)
City 2,000 300 6,000 (62) 1,500 0 5020 (21)
Town 3,300 0 5,588  (49) 1,450 0 10000 (24)
Village 1,200 0 3,763  (80) 3,050 300 5400 (22)
SELF-REPORTED HEALTH

Good/ Rather good 1,300 0 4,000 (91) 950 0 3900 (28)
Bad/ Rather bad 2,560 15 6,000 (119) 2,166 188 8225 (52)
TOTAL 2,000 0 5,000 (210) 1,950 0 = 6300 (80)

Qualitative data

Health expenditure related to the last illness was also addressed in the qualitative
research. As in the survey, most users (25) reported making at least one type of payment

in the course of their last treatment. In contrast, physicians rarely pay for health services
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and are generally treated free by colleagues, friends, or other contacts, often in the same
facility in which they work. About half of the physicians interviewed stated that their
last consultation did not involve expenses, while the others reported some expenses for

pharmaceuticals or related to illness of other household members or close relatives.

"I am a physician, I have daily contact with physicians and obtain as a colleague free
consultation if I need to." [physician]

"The private dentist where I went did not take money ... The treatment was very good, but
despite that he refused payment. Thus, my expenses were only for materials." [physician]

Consistent with the survey results, payment for drugs is by far the most common and
most expensive component within the overall treatment cost. Patients tend to recall more
easily very large one-off expenditures ranging from 18,000 Leva to 50-60,000 Leva
($12-$39) for an episode of illness, rather than small or seasonal expenditure, such as
medication for flu in the winter. Direct payment to a health professional was relatively
common unlike that found in the survey, although the sums appeared to be much smaller
(up to 5,000 Leva - $3 for physician's services). Dental services are a particular case as
the cost of services and medical materials is combined, and thus reported expenditure
tended to be higher (between 3,000 and 13,000 Leva, $2-8). Reporting of any treatment-
related payments, apart from pharmaceutical expenses, was uncommon among the

physicians.

Ability to pay for health care

Ability to pay was examined in two ways. First, the ratios of health expenditure to
income for both last consultation and last illness were calculated. Second, expenditure as

a share of monthly household income was compared between socio-economic groups.

Given the difficulties of measuring income in Bulgaria, the survey used three approaches.
Respondents were asked directly about different sources of income and these were
summed; respondents were asked to select an income category; these two reports of
income were compared with expenditure. Self-reported income (in income categories)

appeared to be more robust, less sensitive, and with a higher response rate. This measure

was used in the subsequent analysis.
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Data from the population survey

Ability to pay: estimates

Those in the lowest income brackets pay similar or slightly higher amounts than those

with higher incomes (Figure 8.2a/b).

The regressive nature of the payments becomes apparent when health expenditure for the
last consultation is expressed as a percentage of household income (Figure 8.3a/b).

Poorer groups tended to pay a somewhat higher proportion of their income.

This pattern appears less pronounced where the overall cost of the most re<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>