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Foreword
The Economic Development Institute (EDI) of the World Bank has provided training in lowand middle-income countries for the past four decades. Its mission is to share best practices,
lessons from experience, and practical knowledge with the Bank's client countries to help them
make policy choices that are efficient, equitable, and sustainable. Central to the success of EDI
activities is the belief that sustainable development is most likely when countries are able to
synthesize and adapt policy lessons from the experience of others, to equip managers and
leaders with skills relevant to policymaking and effective governance, and to build an engaged
and informed civil society.
One of EDI's major concerns is to contribute to better health, nutrition, and population outcomes. Its program on health sector reform aims to improve the development of national health
systems through expansion of cost-effectiveservices to the poor, wider access to public and private health services, improved management and decentralization of health care, and sustainable
financing. EDI has organized senior policy seminars and other forums of exchange in Africa,
Asia, Eastern Europe, and Latin America to share experiences among diverse countries, distill
lessons learned, and promote best practices. These forums not only emphasize what to do, but
include strategic analysis and recommendations on how to do it.
This publication summarizes the proceedings and papers presented at a senior policy seminar held in Ashgabat, Turkmenistan, in June 1996.Delegations from five countries in Central
Asia and from Azerbaijan and Mongolia attended this seminar.
The theme of the Ashgabat seminar and this publication is implementing health sector reform. The seminar focused on topics central to restructuring health sector financing and health
care delivery. Ways to maintain and improve the population's health status while preventing
rapid escalation of health care expenditure were recurrent themes, with three key dimensions
being discussed. The first concerned ways to raise additional revenues for health. Related topics
included the "do's" and "don'ts" of implementing user fees, establishing fornal health insurance, and improving public-private collaboration.The second dimension concerned ways to use
existing resources more effectively.Related topics included reorienting resources toward primary care; improving hospital efficiency;and understanding the respective roles of federal authorities, subfederal authorities, and agenciesin regulation and accountability in connection with
mechanisms for setting prices and making payments. The third dimension concerned the political economy of reform and the wider environment in which health sector restructuring takes
place. Related topics included regulation, consensus building among stakeholders, legislative
processes, and the role of the professions.
The purpose of this publication is to disseminate the proceedings of the seminar, thereby
contributing to knowledge on health reform implementation and financing issues in low- and
middle-income countries.
Vinod Thomas
Director
Economic Development Institute
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Summary
The Economic Development Institute of the World Bank, in collaboration with the Ministry
of Health and Medical Industry of Turkmenistan, organized a four-day seminar on implementing health sector reform held in Ashgabat, Turkmenistan, in June 1996. The seminar
brought together some 100senior policymakers from five Central Asian countries: Kazakhstan,
the Kyrgyz Republic, Tajikistan, Turkmenistan, and Uzbekistan. Small teams from Mongolia
and Azerbaijan also attended.
The participants included senior policymakers from ministries of finance, the economy,and
health; members of social sector committees of parliaments; and leaders of health-related professions and relevant nongovernmental organizations. Representatives of the donor community
and other organizations attended as observers (see the list of participants in the appendix).
The objectives of the seminar were to:
* Assist in the development of policies to improve health through an enhanced understanding-both administrative and political-of practical issues inherent in implementing health
sector reform
* Stimulate an ongoing debate about sustainable health sector financing options and initiatives among the Central Asian republics that will also be pertinent to other countries, and
to develop products that will inform this debate
* Facilitate a dialogue among the policymakers and financiers of health sector reform (ministries of finance and the economy), the executives (ministries of health), legislatures (parliaments), and other stakeholders (leaders of health-related professions and other relevant
organizations).
The seminar emphasized topics central to the restructuring of health sector financing and
health care delivery systems at a time of transition to democracy and a market economy. The
recurrent themes throughout the seminar were how to maintain and improve the population's
health status while preventing rapid escalation of health care expenditures.
The participants discussed the following topics key to health sector reform initiatives in the
countries of Central Asia:
* The current status of health sector reform, including a comparison and analysis of data on
expenditures, outcomes, and the availability and use of services in Central Asia
* The restructuring of primary care
* The rationalization and management of hospitals
* The sources of health care financing
* The mechanisms for paying providers
* The political economy of health sector reform.
The seminar concentrated on health sector financing and the restructuring of health care delivery systems. Within this theme, the topics discussed fell into two broad categories, namely,
reforms that seek to increase the pool of available resources and those that aim to control costs
and use resources more efficiently.Seminar participants did not discuss pharmaceutical policy
reforms because of time constraints and the specific nature of such reforms.
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Summary

The main lessons that emerged from the seminar were as follows:
* All agreed on the high costs of the old social protection system, but the tradeoffs involved
in choosing between a market-oriented approach and a more social approach to reform
are too complex to allow a simplistic, straightforward choice between reform options.
* When comparing experiences across countries, policymakers need to consider the degree
of democratization achieved to date in the different countries and the level of public support for reforms.
* A difficult, but necessary, step is to define more precisely what services will be covered
under reformed systems.
* For reformers and their overseas advisers to develop conceptually strong plans on paper
that appeal to governments, donors, and academics is easy, but transforming them into
successful actions has proved to be extremely difficult.
* Simply changing the financing of health care will not solve all the existing problems in the
system, because the reform of financing is not a cure-all or a substitute for well-planned
health service reforms.
The participants concluded that the seminar helped them to
* Acquire a better understanding of the reality of implementing health sector reform
* Understand better the pitfalls and costs inherent in poorly thought out reforms by appreciating their neighbors' reform experiences
* Enhance their understanding of best practices associated with health care reform implementation in other countries
* Becomebetter informed about the possible health financing options open to them and the
practical issues faced in moving toward new financing arrangements
* Recognize the complex interconnections between health sector financing, the structure of
service delivery, and cost containment in the health sector.
While the seminar demonstrated that potential for reform and expertise is available within
Central Asia, the international agencies that participated in the seminar have a role to play in
assisting the Central Asian countries to access the "know-how" of reform implementation.

Part I
Seminar Proceedings

1
ImplementingHealth SectorReform in CentralAsia:
Context and LessonsLearned
Laura Rose
World Bank

The Economic Development Institute (EDI) of the World Bank sponsored a seminar on Health
Sector Reform Implementation in Central Asia in June 1996in Ashgabat, Turkmenistan. The participants were senior officialsfrom ministries of health and finance and parliaments from the five
countries of Central Asia: Kazakhstan, the Kyrgyz Republic, Tajikistan, Turkmenistan, and
Uzbekistan. Representatives from Azerbaijan and Mongolia participated as observers. An additional 30 resource persons and observers from the World Bank and other international agencies,
the U.S. Agency for International Development, the U.K. Know-How Fund, the Dutch government, the World Health Organization, and the London School of Economicswere also present.
The seminar represented one of the first components of EDI's program of support for learning in the field of health sector reform and sustainable health financing. The objectiveof EDI's
work in health sector reform is to empower the World Bank's client countries to make more
informed choices about efficient,equitable, and sustainable health system development. To this
end, it seeks to broker knowledge, lessons learned, and best practices about what to do and how
to do it. It also seeks to maintain a two-way learning process, in which Bank staff are exposed to
novel approaches and successful ideas that have originated in the client countries.
A series of technical papers were prepared for the seminar, which sought to present up-todate overviews of the critical issues involved in restructuring health systems. Each delegation
also prepared background papers on the health reform context in its country, while other contributors described relevant experience outside Central Asia. This volume represents the final
step in disseminating the materials and knowledge brought together in Ashgabat.
The seminar was opened on June 4, 1996,by Turkmenistan's Minister of Health, Chary
Kuliev. Kuliev introduced the heads of the delegations from the participating countries, the
external resource team members, and the international observers. The distribution of Central
Asian participants was more or less as follows: ministries of health, 42 percent; ministries of
the economy and finance, 25 percent; parliaments, health-related professions, insurance funds,
and others, 33 percent.
The Central Asian republics find themselves operating in a difficult social policy context,
with key problems that include an acute fiscalcrisis,exploding social needs, weak capacity in the
public sector, and pressures to increase health expenditures. Nevertheless, in their responses to
these problems, the countries must be careful not to lose the vital benefits of the old system, such
as high immunization rates and malaria control programs.
This volume contains all the technicalpapers commissioned for the seminar. The papers sought
to summarize existing theory and experience on critical areas of health sector reform; to provide
a focus for debate among the delegates from the Central Asian republics; and to provide a resource for all those involved in reform, both in Central Asia and elsewhere.
The country presentations by each delegation highlighted the commonality of the problems
faced and the diversity of the approaches adopted in each country. They provide a valuable
3
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insight into the similarity of the concerns, yet the differences in emphasis that have been the
hallmark of health sector reform in the region. Each country is, to some extent, developing a
leading role within the region in certain key areas, for example, Kazakhstan is taking the lead in
health insurance, the Kyrgyz Republic in planned capacity rationalization, Turkmenistan in instituting countrywide general practice based on primary care, and Uzbekistan in pharmaceutical
sector development. Regionwide communication between those responsible for health reform
has always been good, but the seminar demonstrated that the scope for improving the dissemination of lessons between the countries about what works and what does not work is plentiful.
The presentation and discussion of the papers formed the centerpiece of the seminar, and important issues became apparent during the discussions. The following pages summarize the most
salient of these issues.

The Contextof Health SectorReform
The countries of Central Asia face considerable challenges as they seek to modernize their health
sectors and improve their populations' health status. Their inheritance is one of state owned,
centrally planned, tax-funded health care. Only five years ago what are now the ministries of
health of five independent states responsible for developing comprehensive public health and
health care programs were branch offices answering to Moscow, with little ability to influence
policy, let alone to develop it from start to finish. While health conditions differ significantly
across the region (primarily because of differing income levels and environmental factors), the
Central Asian countries share many key problems, and consensus has been growing that all the
Central Asian republics need to tackle the following four fundamental issues:
Financing and efficiencyof the health sector
* Rationalization of the health infrastructure
* Management and budgeting
- Health promotion and disease prevention.
e

The seminar was designed to contribute to these in three ways, namely:
* To assist in the development of policies to improve health through an enhanced understanding of the practical issues-both administrative and political-inherent in implementing health sector reform
* To stimulate ongoing debate about sustainable health sector financing options and initiatives among the policymakers of Central Asian countries and to develop products that
will inform this debate, as well as benefit other countries outside the region
* To facilitate a dialogue among the policymakers and financiers of health sector reform
(ministries of finance and the economy); the executives (ministries of health); the legislators (parliaments); and other stakeholders, such as leaders of the health professions, nongovernmental organizations, and the private sector.
Health sector reform efforts around the world fall into three general models. Countries such
as the Czech Republic, New Zealand, and the United Kingdom have often adopted the "big
bang" model for political reasons during periods when public expenditures for health services
are rising. Countries often adopt the "collapse and rebuild" model out of necessity, when their
formersystem has totally collapsed and they have no choicebut to rebuild. The "slow and steady"
approach, which is characteristic of reforms in countries such as Canada, the Netherlands, and
Romania, has also often been chosen largely for political reasons, and countries can pursue this
approach even in times of decreasing public expenditures on health. These models of health
sector reform proved useful in the country discussions and in the debates on the most appropriate models for the Central Asian countries.

Implementing Health Sector Reform in Central Asia: Context and Lessons Learned
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The discussion of Klugman and Schieber's survey of health sector reform (see chapter 2 in
this volume) highlighted a number of significant points, namely:
* The old social protection system entailed high costs,but the tradeoffs involved in choosing between a more market-oriented approach or a more social approach to reform are too
significant and too complex to permit a straightforward choice between reform options.
* The degree of democratization achieved to date and the level of public support for reforms should be taken into account when comparing different countries' experiences.
* The precise definition of what services will be covered under reformed systems is difficult, but necessary.
* The development of conceptually strong plans by reformers and their overseas advisers
that appeal to governments, donors, and academics is easy, but transforming them from
paper into successful action has proven to be extremely difficult.
* The emphasis on changing the financing of health care by several seminar participants
will not solve all the system's current problems. It is not a cure-all or a substitute for wellplanned health service reforms.

Primary Care

The papers by Godinho (chapter 3) and Scintee and Traistaru (chapter 13) stimulated debate on
the need for well-integrated, efficiently managed care systems across primary and secondary
care boundaries, and emphasized that concentrating on primary care to the exclusion of secondary care can be as damaging as an over-reliance on hospital services alone.
The example of successful reform in Romania (chapter 13) and the role of a World Bankfinanced project in the reform stimulated much discussion and interest among the participants,
who wanted to learn more about
* Training programs for general practitioners
* Experiences of starting with a pilot project
* Changes in referral systems
Mechanisms for increasing physicians' salaries
M
* Components of the project the World Bank financed.
The high level of interest the Romanian paper generated clearly demonstrates the general
shortage of information about reform measures that can be shown to work. The delegates were
all familiar with the various theoretical models that might be applicable to their countries, but
were hungry for hard information about which had really worked elsewhere.
The Hospital Sector

Discussions of Hensher's paper (chapter 4) on hospital rationalization suggested that while
many of the participants accepted the need to reduce capacity in a way that eliminated new
spending on fixed costs and released resources, that is, the need to close hospitals, at a theoretical level, they were skeptical about their practical ability to do this. Delegates were daunted
by the political and administrative costs of facility closures to the point where some felt this
to be an unpromising area for reform. While accepting the possibility that market-oriented
mechanisms may not be an effective way to reduce capacity, delegations from certain countries appeared happy to place their faith in insurance-based market models to achieve this
objective. The discussions suggested that practical issues of hospital or facility ownership
and responsibility need to be clarified before reform can begin, otherwise the necessary measures may not be taken.

6
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Health Financing
The papers by Le Grand (chapter 5) on sources of health care financing and by Schieber (chapter
6) on alternative payment mechanisms provoked lively debate, with the following three key
points stressed in relation to the latter subject:
* The importance of demonstrating and evaluating any provider payment system before
nationwide implementation
* The conclusion that experience from the former socialist world indicates that including
economic incentives in payment mechanisms does achieve the desired results
* The possession (or development of) reliable data is essential if robust and workable financing mechanisms are to be planned and managed successfully.
In a presentation Vladimir Omelchenko, director of mandatory health insurance in the oblast
of Kaluga, the Russian Federation, highlighted the lessons Russia has learned in connection with
reforming provider payment systems. Omelchenkorepeatedly stressed the importance of beginning the reform process with primary health care reform, controlling health care expenditures by
using capitation payments for primary health care, and strengthening the role of general practitioners as gatekeepers.
At the end of the discussion of financing issues, two further points emerged: (a) the need to
find a viable method of formalizing and legitimizing the under-the-table payments health care
providers now receive, which are prevalent throughout the region; and (b) the need for all the
countries to make better use of the money they have already devoted to health care, given that
simply increasing sectoral revenues is insufficient.
Lessons Learned from the Seminar
Aikan Akanov, from Kazakhstan, closed the final session with an excellent summary of the
seminar. He highlighted the achievements of each of the countries present: the health insurance scheme in Kazakhstan, the Manas program in the Kyrgyz Republic, the success in lowering infant mortality rates and increasing life expectancy at birth in Mongolia, the support
for basic science in Tajikistan, the social protection scheme in Turkmenistan, and the primary
and rural health care services in Uzbekistan. He stressed that reform is inevitable, and that
the countries of the region need to coordinate and to learn from each other. Finally, he noted
that he would like to see the World Bank, with its narrower approach, and the World Health
Organization, with its broader approach, develop a more integrated approach to working
together in the region.
Following the three days of discussions and presentations on health care reform in the Central Asian republics, we can draw the following tentative conclusions regarding the status of
health sector reform in the region:
*
*
*
*

All the countries are trying to keep some features of the old system.
Huge changes are taking place in all the countries of the region.
Reform is inevitable and ongoing.
All the countries must maintain a clear-headed approach toward where the reforms are
heading.
* Each country should have an integrated strategy for health reform.
* Great potential and expertise is available within Central Asia.
The participants believed that future areas of work in which further discussions and assistance would be valuable included

Implementing Health Sector Reform in Central Asia: Context and Lessons Learned
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* Understanding the legal aspects of reform
* Using primary health care as the engine of reform and undertaking the additional work
needed on financing, clinical protocols, training, incentives, and levels of public ownership and privatization
* Collectingprivate expenditures and increasing risk pooling.
During the concluding discussion, the participants repeatedly emphasized the value of learning from each other. They could see the positive and negative sides of what other countries were
doing and inform their own future actions from the lessons others were learning. While they
indicated overwhelming support for continuing the meetings, they suggested that in the future
meetings should focus on one topic to allow more in-depth discussion.

Part II
Overview

2
A Survey of HealthReform in CentralAsia
Jeni Klugman and George Schieber
World Bank

Independence and transition from the Soviet command economy have created both enormous
difficulties and great opportunities for Central Asia. This is especially true in the health sphere.
The impressive achievements in health status that set the region apart from its neighbors of comparable income are now under pressure. The stresses at the individual and household level associated with the collapse of the inherited economic system have been compounded by sharply
reduced funding for health services.
This chapter surveys health care reform in Central Asia in the context of the socioeconomic,
epidemiological, and institutional realities the countries face.It examines demographic and epidemiological trends, which indicate the necessary scope of and priorities for health services. It
also discusses the countries' recent economic performance, highlighting the worsening fiscal
constraints; evaluates current health systems, focusing on their primary strengths and weaknesses; addresses critical institutional elements of the reform process, including decentralization
and staffing issues; and examines the reform agenda facing Central Asian health policymakers.
Improvementsin health status in CentralAsia will depend on a number offactors.Incomegrowth
and its distribution (as measured, for example,by the incidenceof poverty) are probably the most
importantdeterminants ofhealth status in the long run. Thus recentreversalsin this area are likelyto
have adverse repercussions. Maintaining educational achievements,especially of women, is also
important. Of course, health programs play a critical role, especiallyby developing cost-effective
interventions,promotinghealth, and improving water supply and sanitation facilities.
The goals of health sector reform are relatively straightforward to state, that is, to improve the
population's health status, assure equity in and access to health services, improve efficiency,
improve clinical effectiveness,and assure quality and consumer satisfaction. How to reach those
goals in practice is a far less tractable task.
As far as possible, this chapter attempts to provide an empirical, as well as a conceptual, overview of the issues to be addressed. Whileimportant distinctionsexist between the countries,some
generalizations are possible.Indeed, the problems facedin financing and delivering health services
in an efficientand equitable way present a difficultchallenge for all countries, rich and poor.
Demographic and Epidemiological Trends
As table 2.1 indicates, the people of each of the Central Asian countries enjoy relatively good
human development outcomes, especially in relation to their income levels. High literacy rates,

Thischapterwaspreparedwiththe assistanceofTimothyHeleniakand VivianHonof the WorldBank.It
representsthe viewsof the authors,not of the WorldBank.It was revisedin the lightof participants'comments.Itdrawsonthebackgroundcontributionsof PeterCowley(ABTAssociates)
on epidemiological
analysis,and of MichaelBorowitz,JackLangenbrunner,
and SheilaO'Dougherty(ABTAssociates)on experience
with financingreform.It alsobenefitedfromthe adviceand cooperationof colleagues,in particular,Robert
Anderson,RichardFeachem,ZuzanaFeachem,BemardFunck,BillyJack,RitaKlees,RobertLiebenthal,
Costas
Michalopoulos,
HelgaMuller,MamtaMurthi,BarbaraOssowicka,and GeroVerheyen.
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Table 2.1.

Human Development Indicators, Selected Countries and Years

Country

Annual
population
growth
1960-92
(%)

Adult literacy
rate (%)

69.0
66.0
68.0
69.0
70.0
42.9
66.6
58.3
70.0
66.7

97.5
97.7
97.0
97.2
96.7
31.6
56.0
36.4
98.7
81.9

4,490
3,540
3,683
2,790
2,180
700
4,670
1,970
6,930
4,840

0.8

68.0

80.4

3,420

0.6

55.8

47.4

1,170

0.4

1.8

Kazakhstan
Turkmenistan
Kyrgyz Republic
Uzbekistan
Tajikistan
Afghanistan
Iran
Pakistan
Russia
Turkey

2.8
2.3
2.9
3.1
1.8
3.3
2.9
0.7
2.4

Medium HDI
Low HDI

n.a.
n.a.

UNDP
human
development
index

Life
expectancy at
birth (years)

Real GDP
per capita
(PPP$, 1991)

0.7

0.7
0.7
0.6
0.2
0.7
0.4
0.9
0.7

n.a.Not applicable.GDPGrossdomesticproduct.HDIHumandevelopmentindex.PPP Purchasingpowerparity.
UNDPUnitedNationsDevelopmentProgramme.
Source:UNDP (1994,tables 1,22,23,44,45).

especially for females, represent a significant achievement and stand in stark contrast to literacy
rates in neighboring countries. Coupled with relatively high life expectancy, these high literacy
rates mean that the human development ranking of each republic is higher than that based simply on income, especially for the poorer countries. This section explores the demographic and
epidemiological trends underlying health status in Central Asia in further detail.
Demographic Trends
An analysis of recent demographic trends in Central Asia is a useful basis for evaluating the
performance of countries' health systems and needed reforms. Overall, populations are young,
and are likely to become younger in some countries despite recent declines in fertility rates. Since
1989, mortality rates have increased and life expectancy has declined. Significant outmigration
has also taken place. These demographic trends have important implications for health service
priorities, including a greater need for safe motherhood, immunization, and management of the
sick child (see Jamison and others 1993).
As table 2.2 shows, population increased in all five countries between 1989 and 1995, with
Turkmenistan leading in percentage terms (16.1 percent), and Uzbekistan growing the most in
absolute numbers (2.7 million people). All the countries except Turkmenistan showed a combination of high natural population increases with outward migration. Kazakhstan's population
grew only minimally, because its relatively low natural increase almost matched outward migration, which consisted mainly of Russians. Recent demographic trends are not entirely a drastic
reversal of the past, but rather a rapid acceleration of some trends that have been occurring for
several decades. Birth rates have been declining slowly since the 1960s, and immigration by
Russians and other nationalities began to reverse in the mid-1970s. Nevertheless, population
growth is quite high relative to that in Western countries.
Between 1989 and 1994 fertility, as measured by either the crude birth rate or the total fertility
rate, declined in each republic (table 2.3). Analysis of age-specific fertility rates shows that older
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Table 2.2. Population Changes in Central Asia, 1989-96
(thousands)

Percentage change, 1989-95

Totalpopulation
Country

1989

1995

1996

Total

Kazakhstan
Kyrgyz Republic
Tajikistan
Turkmenistan
Uzbekistan

16,536
4,290
5,109
3,523
19,905

16,679
4,483
5,786
4,089
22,563

16,533
4,547
5,885
4,565
22,978

0.9
4.5
13.3
16.1
13.4

Natural increase Migration
7.3
12.7
17.8
16.7
16.6

-6.5
-8.2
-4.6
-0.6
-3.2

Source:Statistical Comrmittee of the Commonwealth of Independent States (CIS) and national statistical offices data.

women, who presumably already had at least one child, have shown the largest fertility decreases. The age group that showed the largest decline was women aged 40 to 44.Women under
20showed either slight declines or increases in fertility.The only exception was Tajikistan,where
fertility declined for every age group. Total fertility rates are nonetheless still high relative to
countries of the Organization for Economic Cooperation and Development (OECD),which average a rate of 1.9, and Russia, whose average fertility rate is 1.4.
Despite the long-term downward trend in fertility,overall population growth remains high
because of the demographic momentum created by the young age structure. During 1960-89
overall growth was double or triple that during 1939-59.More than 40 percent of the population
is younger than 16 years old in every republic except Kazakhstan, where the figure is 31 percent.
This has important implications for health policies and practices and indicates the mix of health
care facilitiesand personnel that will be needed. As these cohorts move into their childbearing
years, the momentum for future population growth is tremendous. By 2015 Tajikistan,
Turkmenistan, and Uzbekistan are still expected to have roughly the same skewed age structures
that they have today, with more than 40percent of their populations below age 16 and about one
in ten people being of retirement age.
The outmigration of Russians and other Slavic and European nationalities has had, and will
continue to have, an enormous impact on the region's demographics. The Russian population is
older; is more urbanized; and has birth rates between one-third and one-half of the titular nationalities and higher death rates, resulting in much lower rates of natural increase. This trend of
differential rates of natural growth is long-standing, and has become even more marked in recent years. In terms of their nationality composition, the Central Asian countries can be classified
into two groups: Kazakhstan and the Kyrgyz Republic, with their much larger Russian populations (38 and 22 percent, respectively, in 1989) on the one hand, and the remaining three countries, whose populations are less than 10percent Russian, on the other hand. Outmigration has
played a much more important role in population change in the former group. Tajikistanhas also
seen outmigration, particularly during the civil war, although this was largely temporary.
The crude death rates have increased in each republic, most dramatically in Kazakhstan and
the Kyrgyz Republic. Life expectancies have declined in all the countries since 1989,although
some evidence indicates that life expectancies are overstated in the states of the former Soviet
Union (FSU)because of a variety of statistical and registration problems (see Anderson and Silver 1995).As in every other former Soviet republic during the transition (though much less so
than in Russia), the male-female gap in life expectancy has widened in all the countries except
Turkmenistan. By contrast, the infant mortality rate has declined in all the countries except
Kazakhstan and Tajikistan.
Analysis of trends in age-specificmortality reveals a pattern that is somewhat different from
patterns exhibited elsewhere in the FSU. In Russia, the age groups with the largest mortality

CentralAsian Republics,1989and 1994
Table 2.3. SelectedDemographicand HealthCharacteristics,
Crude birth rate
(per 1,000 population)
Percentage
change

Crude death rate
(per 1,000 population)

1989 1994

Kazakhstan

23.0

18.2

-20.9

7.6

-19.1

7.2

Percentage
change

Totalfertility rate'

Percentage
change

1989

9.6

26.3

15.4

8.6

-44.2

2.877

2.300

8.3

15.3

23.2

16.3

-29.7

3.875

3.270

1989 1994

Country

Rate of natural increase
(per 1,000 population)
1994

1989 1993 b

Percentage
change

Infant mortality rate
(deaths in thefirst year
per 1,000 births)
Percentage
change

Maternal mortality rate
(per 1,000 births)
1989 1993 b

Life expectancy (years)

Percentage
change

1989

1994

Percentage
change

1989

1994

-20.1

26.0

27.4

5.4

53.1

49.6

-6.6

68.7

65.8

-4.2

-15.6

32.4

29.6

-8.6

42.6

44.5

4.5

68.5

65.4

4.5

30.4

24.6

Tajikistan

38.7

28.2

-27.1

6.5

7.0

7.7

32.2

21.2

-34.2

5.236

4.300

-17.7

43.3

45.9

6.0

38.9

74.0

90.2

69.4

67.7'

-2.4

Turkmenistan

35.0

32.0

-8.6

7.7

7.9

2.6

27.3

24.1

-11.7

4.401

4.000

-9.1

54.8

42.9

-21.7

55.2

44.4

-19.6

65.2

63.9

-1.8

Uzbekistan

33.3

29.4

-11.7

6.3

6.6

4.8

27.0

22.8

-15.6

4.179

3.800

-9.1

38.1

32.7

-14.2

42.8

24.1

-43.5

69.2

67.9 d

-2.0

Kyrgyz
K

Republic

a. The total fertlity rate is a synthetic measure of the number of children a woman would have if she passed through her childbearing years at the current age-specific fertility rates.
b. Figures for 1994 not available.
c. 1992.
d. 1993.
Source: CIS Statistical Comnmittee and national statistical offices data; World Health Organization (WHO) Healthfor All database.
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increases during the transition period were those aged 35-44, especially males. By contrast, in
Central Asia, the age groups with the largest increases in death rates tended to be younger, between 10 and 30 years old. Further investigation is needed to explain this trend.
Comparisonamong the countriesis alsointeresting.Tajikistanand Turkmenistanhave the highest
under 5 mortality rates for both males and females,whereas for males older than 15,Kazakhstan
has the highest age-specificmortality rates. In Kazakhstan, females between 5 and 44 years old
tend to have lower age-specificmortality rates than those in the rest of Central Asia. Womenolder
than 44 in Turkmenistanhave the highest age-specificmortality rates in Central Asia.
The mortality patterns are even more striking when the cause-specific mortality trends are
examined (table 2.4). With a few notable exceptions, the same general pattern emerges of causespecific mortality in Central Asia as in the other transition states of the FSU and Eastern Europe.
This pattern is true for most developing countries with adequate data: noncommunicable diseases (including cardiovascular diseases and cancers) and injuries are the leading causes of adult
death (see Phillips and others, p. 61, in Feachem and others 1992).In Central Asia the largest
increases in mortality have been deaths from heart and circulatory diseases, which are related to
stress, diet, sedentary lifestyle, and smoking. These diseases account for between 30 to 100percent of the increase in death rates between 1989and 1993(except in Tajikistan),and make up the
largest share of the overall increase. For the Kyrgyz Republic, while deaths from heart and circulatory system diseases explain 35 percent of the increase for males, the largest category is "other
causes," which includes unexplained causes of death (and may indicate poor coding or diagnosis). For females, "other causes" is purported to explain 158percent of the increase, which obviously indicates measurement problems. Because of the civil strife in Tajikistan,deaths from external causes, including homicides, was the largest explanatory variable for males, accounting
for 62 percent of the increase. For females in Tajikistan,increased deaths from infectious and
parasitic diseases accounted for the largest part of the increase, followed closely by deaths from
heart and circulatory diseases.
Rural-Urban Differentials

Urban and rural trends in demographic structure and health indicators differ significantly.In all
the countries the urban share of the total population has declined since 1989.The reasons include
the outmigration of Russians, the differential rates of population growth between urban and
rural areas, and some urban outmigration back to rural areas (for example, to engage in home
agricultural production). Total fertility rates in rural areas are 13 to 30 percent higher than national averages, and life expectancies do not differ to any appreciable extent, thus rural rates of
natural population increase are considerably higher than urban rates.
While life expectancies do not reveal large urban-rural disparities, infant mortality rates do;
however, the trend is rather surprising. In 1989infant mortality was higher in rural areas of all
five countries. Since then, the gap has narrowed in every republic, and except in Kazakhstan, the
rural rate was lower than the urban rate in 1994.(Note that this may partly be due to the recording of deliveries with expected complications being transferred to higher level urban facilities,
and clearly requires further investigation.)
Urban-rural differences in population growth rates are striking. In Tajikistan,
Turkmenistan, and Uzbekistan rural populations are expected to grow about twice as fast as
urban populations and to account for 67 to 84 percent of total growth during the next two
decades. By contrast, in Kazakhstan and the Kyrgyz Republic urban populations are expected
to grow faster than rural populations, although the overall rates of growth are expected to be
below the regional average. Thus the urban share of the population is expected to increase
from its present levels in Kazakhstan and the Kyrgyz Republic and to decrease in the other
Central Asian countries.

Table 2.4.

Death Rates by Causeand Gender, Central Asia, 1989-93

Genderandcause

Kazakhstan
KyrgyzRepublic
Tajikistan
Turkmenistan
Percentage
Percentage
Percentage
Percentage
of change
ofchange
of change
of change
Percentage explained Percentage explained Percentage explained Percentage explained
change
by cause
change
by cause
change
by cause
change
by cause

Uzbekistan
Percentage
of change
Percentage explained
change
by cause

Males
Totaldeaths
Infectiousand parasitic
diseases
Cancer
Heart and circulatory
system
Respiratory system
Digestivesystem
Externalcauses
Other

23.1

100.0

8.0

100.0

54.1

100.0

-5.9

100.0

2.7

100.0

23.7
4.2

3.7
4.8

7.2
-10.3

4.3
-5.6

54.4
-21.3

13.1
-1.8

-10.5
-17.8

6.3
-0.5

-15.0
-14.5

-4.2
-4.8

30.8
11.4
22.3
33.4
24.1

46.6
6.1
3.2
26.8
8.7

8.7
-9.6
10.0
6.0
68.6

35.0
-8.7
4.9
14.3
55.8

12.1
13.7
-7.9
386.7
31.3

9.1
7.6
0.0
62.2
9.8

10.6
-19.0
-9.7
-10.4
-8.0

79.4
-3.3
2.6
6.7
8.7

17.5
-3.6
31.4
-18.2
6.4

80.9
8.6
13.9
-11.0
16.6

18.4

100.0

5.5

100.0

14.7

100.0

-6.7

100.0

7.4

100.0

-5.7
0.4

-0.5
1.9

-19.8
-6.8

-8.6
-4.8

57.6
-25.0

35.7
-5.8

-18.9
-6.8

-2.1
8.0

-16.3
-13.4

-3.6
-2.0

23.9
1.4
29.1
29.1
38.1

67.4
1.6
10.0
10.0
17.1

-4.1
-18.7
2.1
2.1
138.7

-7.8
-38.9
3.7
3.7
158.1

10.5
11.8
14.3
14.3
21.7

28.2
19.4
5.0
5.0
18.8

8.9
-22.9
-6.1
-6.1
-11.4

103.4
-12.6
5.1
5.1
5.0

21.2
-5.9
-16.8
-16.8
9.6

85.5
2.7
-3.1
-3.1
12.7

Females
Total deaths
Infectiousand parasitic
diseases
Cancer
Heart and circulatory
system
Respiratorysystem
Digestive system
External causes
Other

Note:Other causes of death include endocrine, nutritional, and metabolic diseases; immunity disorders; mental disorders; diseases of the nervous system; diseases of the geritourinary
system; complicationsfrom pregnancy; and undefined causes.
Source:1989:Goskomstat SSSR(1990);1990-93:CISStatisticalCommnittee(1995a,b).
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Epidemiological Situation

A clear indicator of health needs and demands is the population's epidemiologicalsituation. International experiencesuggests that changes in the pattern of disease proceed in two stages. The first
stage is the demographic transition, when mortality from infectious diseases declines and, partly
as a result, fertility also decreases.The second stage is the epidemiological transition, when the
population becomes older and noninfectiousdiseases become the main causes of ill-health(World
Bank 1993b).In Central Asia,however, the pre-epidemiologicaltransition disorders, such as infectious diseases and high infant mortality, co-exist alongside certain risk factors (unhealthy diet,
smoking, and alcohol abuse) and associatedhealth problems such as ischemic heart disease, emphysema, and motor traffic accidents,which are typical of richer industrial countries. A similar
challenge faces many other developing countries, where noncommunicable diseases and injuries
are prevalent alongside high rates of certain communicablediseases such as tuberculosis (TB).
The patterns of disease that prevail in Central Asia today suggest that the countries have yet to
pass completely through the epidemiologicaltransition, and that some disorders that had previously been eradicated have seen a resurgence.Furthermore, in some Central Asian countries such
as Tajikistanand Turkmenistan, classic pretransitional disorders such as acute respiratory infections and diarrheal diseases cause high infant mortality,indicatingthat they have never been completely controlled in these areas (see figure 2.1). High mortality (and morbidity) from disorders
related to childbirth continue. While the data do not suggest that either maternal or perinatal mortality rates are rising in Central Asia, these rates are still high relative to the levels of health care
accessand femaleliteracy.The relative importance of pre-epidemiologicaltransition disorders in a

Figure 2.1.
50

Infant Mortality by Cause, Central Asia, 1993
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Note: According to the World Health Organization, the infant mortality rate is defined as the number of deaths of
infants under one year of age per 1,000 live births. The perinatal mortality rate is defined as deaths per 1,000 birthis of
fetuses and infants between 22 weeks of gestation (or weighing 1,000 grams or more) and one week after birth. There is
often confusion in using national and international criteria for such statistics, especially in Central Asia, because the
former Soviet definitions differed. This also suggests the need for caution in any time series analysis.
Source:Authors' research.
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country depends on a host of factors,including public health and clinicaleffectiveness.Other significant factors include dietary inadequacies that cause anemia in women and children, and also
fertilityrates (birth spacing).Environmentalrisk factorsinclude poor quality and inadequate quantities of water, poor sanitation, contaminated food, and poor personal hygiene practices. Bacteriologicalcontamination of water has increased as a result of poor sanitation and the absenceof functioning chlorinationsystems. Salinityand heavy metal concentrationshave increased, and pesticide
contamination,while decreasing,is still of concern.
Maternal mortality rates in Uzbekistan are reported to be only about half the regional average, and only about one-third of the rate in Tajikistan (table 2.3). Exploring why this striking
differencehas emerged is important. Fertility and infant mortality rates have recently declined in
Uzbekistan by 9 and 14 percent, respectively.However, Uzbekistan's perinatal mortality achievements are not the best in the region (33 per 1,000in Uzbekistan in 1990,compared with a range of
31 per 1,000to 44 per 1,000for other countries in the region), which is interesting given that
maternal mortality is normally highly correlated with perinatal mortality. Researchers have attributed the improvements in Uzbekistan to a comprehensive program aimed at women of childbearing age that was launched in 1991,and includes special preventive and treatment centers in
hospitals and polyclinics and the promotion of birth spacing, although some have suggested that
these initiatives are too recent to have had such striking results.
As pointed out in the note to figure 2.1, data on perinatal mortality, especially time series
data, are difficult to interpret. Nonetheless, perinatal mortality seems to be high because relatively few births (less than 5 percent) involved access to significant obstetric care, such as cesarean section.While data are not availableon prematurity and its possible link with anemia and on
environmental toxins, low birth weight does not appear to be a regional problem. The maternal
mortality picture is complicated by the relationship between access to health care and predisposing maternal disease, such as anemia or hepatitis. The exact causes of high maternal and perinatal mortality are unknown. Death audits in such cases, including family lineage histories, would
help clarify the sources of the problem, especially in the most badly affected countries.
The profile of mortality among young children (one to five years old) suggests a profile of
causality similar to infant mortality. The availableevidence suggests that diarrheal diseases, and
especially acute respiratory infections, are the major causes of child death. The extent of child
malnourishment is generally unknown. Recent surveys in Kyzyl-Orda in Kazakhstan suggest
that stunting (long-term deprivation) is more problematic than wasting (Ismail and Hill 1996).
Table 2.5 compares children's nutritional status in selected countries. Investigators have found
that dietary quality plays a more important role in determining nutritional status than dietary
quantity. However, not all the factors associated with poor nutritional status among children and
women are due to poverty. Some links found between anemia and reproductive history, for example, reflect long-standing cultural values and practices.
Infectiousdiseases have generally not been important in determining the health of the general
population. The possible exceptions are now TBand diphtheria. While the incidence of TBmay be
under-reported, the officialincidenceof diphtheria has risen sharply across the region.In the Kyrgyz
Republic and Tajikistan,the rates per 100,000population rose in both countries from about 0.2 in
1990to 6.8 in the Kyrgyz Republic and 33.4in Tajikistanin 1994.Availableevidence suggests that
the rates of sexually transmitted diseases (STDs)have also risen rapidly. The incidence of syphilis
rose from 2.3 per 100,000population in 1993to 11per 100,000in 1994,and these rates are likely
under-reported. The entire region has reported few AIDS cases,less than 100total.
The most important cause of death throughout the region is ischemic heart disease. Other
significant causes of death in adults are cerebrovascular and respiratory diseases, with some
slight regional variations. These are diseases that are closely associated with lifestyles in industrial countries-cigarette smoking, diets high in fat, and lack of exercise-and with the
postepidemiological transition health profile.
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Table2.5. Children'sNutritionalStatus, SelectedCountriesand Years
Country
Kazakhstan (Kyzyl-Orda)
Kyrgyz Republic
Uzbekistan (Muynak)
Brazil
China
China (poor rural provinces)
Ethiopia
India
Mongolia
Tanzania

Year

Percentagestunted

Percentagewasted

1994
1993
1993
1989
1987
1989
1992
1988
1992
1991-92

15.0
25.9
15.4
32.1
41.8
64.2
62.1
26.4
42.6

0.5
7.0
3.6
2.0
3.6
2.2
8.0
19.2
1.7
6.0

Not available.
Note: Children are considered to be stunted or wasted if they are less than -2 standard deviation below the
reference median.
Source:Ismail and Hill (1996).
-

Burden of Disease

Traditional mortality statistics do not reflect the relative importance of different causes in terms
of healthy years lost. A useful tool to help consider the relative importance of different diseases is
to calculate the potential years of life lost (this is referred to as burden of disease analysis). The
discounted life year (DLY)approach includes mortality and loss of future life, whereas the DALY
(disability adjusted life year) approach extends to losses resulting from disability as well as death
(see, for example, World Bank 1993b).Both analyses have been carried out in several Central
Asian countries, the results of which are presented in table 2.6. The comparisons are illustrative
only, and do not represent every major cause of death and disability.
The most interesting results of the burden of disease analysis in table 2.6 can be highlighted
by comparing rates of diarrheal diseases and acute respiratory infections. The situation in
Uzbekistan is particularly striking, although this is attributable in part to the relatively young
population; also the picture has improved since 1990,as infant mortality has fallen significantly.
The table shows that ischemic heart disease plays an important role in death and disability and
that other important diseases include alcoholism,which is particularly significant in the oblastof
Issyk-Kul in the Kyrgyz Republic. These differences are depicted in figure 2.2.
The burden of disease analysis in table 2.6 suggests that diseases that could be prevented by
vaccines imposed a relatively small cost in terms of lost DALYsand DLYs,although the incidence of certain diseases, such as diphtheria, has risen recently. However, table 2.6 does not
reflect the enormous potential for loss of life if current control efforts are not sustained. The same
argument applies to TBand STDs.
Burden of disease analyses could be further enriched by considering such risk factors as alcoholism and smoking. There is also a wider picture that is excluded from traditional DALYstatistics, for instance, some injuries are due to alcohol abuse and smoking is associated with the risk
of cancer. Estimates indicate that about 5 to 10 percent of DALYslost in the region are due to
tobacco use, and a similar figure was found for alcohol abuse in the Kyrgyz Republic.
The Macroeconomic Context and Constraints
Macroeconomicperformance is a critical element in the analysis of health outcomes and policy
reform. The average level of national income per capita is clearly important. More specifically,
the importance of income growth for health outcomes lies in its role in reducing poverty and

Table 2.6. Burden of Disease Analysis, Selected Central Asian Locations and Years
(DLYsor DALYslost per thousand population)

Turkmenistan,
1993 DALYs

Issyk-Kul, Kyrgyz Republic,
1993 DALYs

Turkmenistan,
1993 DLYs

Uzbekistan,
1990 DLYs

Issyk-Kul, Kyrgyz Republic,
1993 DLYs

336
1,317
136
1,784
102
1,090

114
583
218
2,658
22
1,045

162
245
112
1,075
35
344

360
1,330
184
1,812
236
1,372

1,432
272
417

111
72
88

72
92
79

81
198
118

156
98
82

92
221
128

88
20
88

73
10
4

75
32
73

340
143
482

116
232
1,449

1,727
622
74

1,044
549
96

1,830
1,534
104

2,053
935
121

2,203
2,056
104

127
25

79
46

371
31

700
25

798
58

32

25

327

655

589

Genital/urinary

181

173

166

200

308

Motor vehicle accidents

359

450

333

503

363

Condition
Tuberculosis
Diarrheal disease
Hepatitis
Respiratory infections
Maternal
Perinatal
Esophageal cancer
Stomach cancer
Lung cancer
Diabetes
Psychosis
Alcoholism
Ischemic heart disease
Cerebrovascular disease
Rheumatic heart disease
Chronic obstructive pulmonary disease
Asthma
Gastritis/ulcer

Not available.
Source:World Bank data.
-
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Figure2.2. Burdenof Disease,SelectedCentralAsian Locationsand Years
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Source:World Bank staff.

enabling public health expenditure. Increased income allows individuals and households to buy
better living and housing conditions and more health care. Similarly, economic growth expands
the revenue possibilities for governments, and thus the opportunities for expenditures to provide preventive and curative health services, construct and maintain safe water and sanitation
systems, and provide education, for example. Because rising average incomes tend to reduce
poverty, a strong link is generally apparent between incomes and health status. World Bank
analysis suggests that more than 75 percent of the difference in child mortality across countries is
associated with income differences, and that the relationship is causal rather than merely associative: in a sample of 58 developing countries, a 10 percent increase in income per capita, all else
being equal, reduced infant and child mortality rates by between 2.0 and 3.5 percent. This section
summarizes recent economic developments and trends in household welfare and poverty, and is
based on Falkingham and others (1996, chapter 1).
All the countries of Eastern Europe and the FSU have faced serious difficulties during the transition from command systems. The collapse of the eastern trading bloc, the demise of central planning,
and, in many cases, the adverse shifts in the terms of trade represented significant macroeconomic
shocks that typically led to collapses in output and incomes and, in most of Eastern Europe, to high
unemployment rates. Central Asia has faced additional challenges: lower initial levels of per capita
income, rapidly growing populations and excess labor supply, and the withdrawal of central budget
transfers from Moscow. It was a difficult environment in which to embark upon far-reaching liberalization of prices and other controls on economic activity and on economic restructuring, and the slow
progress with economic restructuring should thus not come as a surprise.
The most dramatic reported aspect of the transition in Central Asia has been the collapse of
output. During 1990-95 output fell by about half in Kazakhstan, the Kyrgyz Republic, and
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Tajikistan(table 2.7).Stabilization,which is a necessaryprerequisite for the resumption of growth,
has begun to take hold, most notably in the Kyrgyz Republicin 1995.World Bank analysis (World
Bank 1996c)suggests that stronger, more sustained liberalization is associated with a deeper
recovery of output.
As elsewhere in the FSU, adjustments in employment have been slow and small relative to
reported declines in output. Officialopen unemployment has remained low at rates of 3 percent
or less (table 2.7).Broader definitions of unemployment, including unregistered individuals and
those on short-time work and furloughs, indicate significantlyhigher unemployment rates. Nonetheless, more significant adjustment in the labor market has taken place on the price side: real
wages have declined significantly throughout Central Asia, and to a greater extent than output.
In all the countries, the real minimum wage has shown significant erosion since 1990.Although
few workers are paid only the minimum wage, it remains a relevant benchmark for employees,
especiallyin the civil service, where wages are set according to a centralized tariff norm, and also
for setting the level of certain cash benefits, in particular, minimum unemployment benefits and
family allowances. Thus overall, there has been a lagged response of labor demand to falls in
demand for output. At the same time, extensive welfare provision has continued, which can be
explained in terms of significant price (wage) reductions, as well as benevolence on the part of
enterprises and the state as employers. This is also largely true in the civil service.
The macroeconomic paths and performance of the Central Asian countries have been quite
different. In the goods market, all the countries experienced a sharp initial price rise in response
to the liberalization measures adopted in early 1992.The subsequent rapid rates of inflation
during the early years of transition were attributable initially to the monetary overhang (excess
cash relative to available goods, given price controls) that had developed in the late 1980s,and
subsequently to monetary deficit financing and subsidized central bank lending to the public
sector. Monthly inflation rates have been high, but volatile.Attempts to stabilize, including the
introduction of new national currencies in 1993and 1994and monetary restraint, were undertaken under highly adverse conditions, and were often thwarted by the refinancing of
interenterprise arrears. Kazakhstan and the Kyrgyz Republic sought relatively tight policies because of their serious balance of payments and fiscalproblems, especially the Kyrgyz Republic.
In Kazakhstan the macroeconomic and stabilization situation in mid-1996was somewhat fragile:
although inflation had slowed, in the face of declining revenues, fiscaladjustments relied largely
on expenditure cuts, which could be unsustainable. Uzbekistan, with a fairly healthy balance of
payments and strong revenue performance, has successfullypursued a more cautious and deliberate pace of reform and stabilization. By contrast, until recently Tajikistan's economic reform

Table 2.7.

Key MacroeconomicIndicators during Transition, Central Asia, Selected Years
Registered

Country

1995 GDP as
a percentage
of 1990 GDP

Average
inflation (%)
1993
1995

unemployment
(%)
1994
1995

Real wages, 1995
(1990 = 100)

Kazakhstan

46

1,660

180

1.0

2.1

27

Kyrgyz Republic

50

1,210

50

0.6

3.0

20

Tajikistan

47

2,140

400

-

1.8

4

Turkmenistan
Uzbekistan

58
82

1,630
1,230

1,005
320

0.7

0.3

29 b
52

Not available.
Note: GDP Gross domestic product.
a. Figures for Tajikistan and Turkmenistan refer to net material product.
b. As a percentage of 1994.
-

Source:Goskomstat data.
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effortshad been paralyzed by war and internal dissension, and as of mid-1996Turkmenistan had
yet to embark seriously on stabilization and economic reform.
Adverse fiscal conditions have seriously constrained the governments' ability to sustain inherited levels of public expenditure. The initial shock created by the loss of Union budget transfers was exacerbated by the erosion of the tax base associated with declining output that most
formerly planned economies have experienced, especially in Kazakhstan, the Kyrgyz Republic,
and Tajikistan.The relative diminution of formal sector economic activity has also undermined
tax revenue receipts.
Given concerns about the social costs of fiscalrestraint, initial attempts to stabilize and reduce
budget deficits tended not to be sustained. Kazakhstan, for example, cut its fiscal deficit sharply
from 7 percent of gross domestic product (GDP) in 1992to little more than 1 percent in 1993,but
the deficit had returned to its previous level by 1994.Uzbekistan's deficit grew from 6 percent of
GDP in 1991to a mammoth 21 percent in 1993,before adjustment sharply reduced the deficit to
4 percent of GDP in 1995.On the expenditure side, governments reduced their extensive subsidies to support enterprises and farms and to finance low consumer prices for goods and services,
in some cases rapidly, and elsewhere more slowly.
As figure 2.3 shows, the impact of overall fiscal constraints on the social sectors varied from
country to country. Even those countries that were better able to maintain their social expenditures as a share of GDP have exhibited steep declines in the level of real spending per capita. The
structure of expenditures (salary versus nonsalary recurrent, such as on drugs) has also varied
significantly to the extent that it has affected the quality of services.
How have all these changes affected people's living standards? In general, they have suffered
severely.Although reliable household data are sparse, a representative household survey in the
Kyrgyz Republic suggests that by 1993nearly half the population was poor, and that nearly onethird was in severe poverty, that is, living at below half the poverty line (World Bank 1995a).
Gomart (1996)reports that in Tajikistan20 to 40 percent of children show signs of poor nutrition.
At the same time, however, the virtual disappearance of shortages and queues that had been
brought about by price liberalization is a positive influence on household welfare. Also falls in
measured output and money incomes may be a poor guide to changes in average welfare, because they reflect changes in investment as well as in consumption and may not include food
production on private agricultural plots. The latter was of considerable importance during the
Soviet period and is likely to have expanded (or at least held up) since 1991(see Marnie 1992).
Changes in aggregate or household income may not fully reflect changes in people's wellbeing. For example, the costs of increased insecurity and uncertainty are not easily quantified.
Yetin a positive sense, the transition has significantly widened individuals' choices of consumer
goods, types of employment, and places of residence. Politicalliberalization has also contributed
to improvements in well-being, although the pace of political change has generally been relatively slow, and the inherited political apparatus remains largely intact in most of the countries.
Inherited Health Systems
This section describes and evaluates Central Asia's basic health systems in terms of expenditures
and the availability and use of services. It discusses the systems' strengths and weaknesses in the
context of the goals of health system reform, namely: improving people's health status, assuring
access and equity, achieving microeconomic and macroeconomic efficiency, improving clinical
effectiveness, and assuring quality and consumer satisfaction.
The systems in all the Central Asian countries are based on the centrally planned national health
service model of the FSU. The characteristics of this system were, and largely remain, as follows:

* Eligibility. The entire population is eligible for services.
* Benefits. The state provides all necessary services to treat individuals' medical conditions
free of charge.
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Figure2.3. Trendsin SocialExpenditureduring Transition,CentralAsia, SelectedYears
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sick leave,and maternity benefits financed from extrabudgetary funds).
Source:WorldBank staff.

* Financing.The public system is financed from the general state budget (for example, national general revenues), enterprise budgets, and extrabudgetary funds. hinthe past private payments were limited to a few nonessential services and some unofficialpayments
to public providers for preferential treatment.
a Paymentof medicalcareproviders.TIhestate owned virtually all facilities and all health care
perso-nnelwere state employees. Polyclinicsand hospitals were reimbursed based on 18
categories of line item budgets. Physicians and other health personnel were salaried employees. Provision and financing were combined, that is, the public financing authority
owned, budgeted, and managed facilities.
* Servicedeliverysystem. The system was conceptually a well-integrated hierarchical structure offeldsherstations (feldshersare medical assistants who provide primnarycare in rural
areas); health posts; polyclinics; and local-, regional-, and national-level institutions. The
human and physical capital infrastructure of the system was based on planning norms
that were used to allocate facilitiesand physicians across geographic areas. Norms were
used for staffing patterns, facility structural characteristics,and medical treatmnentprotocols. Quality of care was enforced through a hierarchical review process based on reprimands for inappropriate behavior. Public health programs were targeted to maternal and
child health and communicable diseases.
Whilesignificant differencesexisted across the Union countries,prior to the breakup these centrally planned systems generally performed well in terms of assuring equity, assuring access to all,
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and achievingrelatively good overall health outcomes for the amounts spent. In Central Asia, in
particular, health outcomes were good relative to per capita income (see table 2.1).However, the
systemstended to be underfunded by Westernstandards (associal sectors were given low priority
in the state planning process), were inefficient,and provided low-quality care.Moreover,the systems were unable to cope with the epidemiologicaltransition (Chernichovskyand others 1996).
The disruptions associated with the breakup of the Soviet Union exacerbated these problems.
As a result, the melange of problems in the health care financing and delivery systems in all the
Central Asian countries includes the following:
* The declining health status of populations because of environmental risk factors and socioeconomictrends that have drastically increased mortality from heart disease, violence,
injuries, and suicide
* The poorly structured or absent public health programs for health promotion, disease prevention, family planning, adult health, occupationalhealth, and environmental health
* The chronicunderfunding (asan "unproductive"servicesector)relativeto Westerncountries
* The rigid 18-categorybudgeting system for paying polyclinics, physicians, and hospitals,
which provides few incentives for economic efficiency and tends to encourage inpatient
over outpatient treatment and care at the highest, most expensive levels of the system
* The presence of too many physicians, too many specialists, and too many hospital beds,
along with people's excessive utilization of services, particularly inpatient care
* The poorly trained primary care physicians, low salaries for health care personnel, limited inpatient and outpatient diagnostic capacity, and obsolete and poor condition of the
capital stock
* The outdated treatment norms that promote ineffective medical practice (see box 2.1),
inefficient facility configurations, and staffing norms that restrict facility managers from
making rational staffing decisions
* The lack of modern quality assurance systems
* The inefficient and outmoded production, procurement, distribution, and management
systems for pharmaceuticals, along with the outmoded lists of essential drugs and reimbursement policies that encourage individuals to be hospitalized to receive free drugs
* The lack of consumer choice
* The lack of accountability on the part of consumers or medical care providers for the consequences of their decisions
* The confusion about roles and responsibilities at the national level as a result of the decentralization of responsibility for financing and delivering health care
* The use of hospitalization as a safety net to compensate for inadequate referral systems,
poor transportation and housing, high costs of food and pharmaceuticals, and governments' general reliance on the health sector as an employment maintenance mechanism.
These problems are fundamental and affect almost every aspect of the financing and delivery of health care at all levels in Central Asia and virtually all other FSU countries. Nonetheless, the system retains substantial elements of success, including an extensive and wellintegrated hierarchical system of feldshers, health stations, polyclinics, and local, regional,
and national institutions; access to care for all as a right and the associated equitable distribution of health resources in terms of household income and location; and, at least until
recently, relatively good health outcomes for the limited funds spent.
Expenditures, Availability, and Use of Services
The following paragraphs discuss availableevidence on financial indicators and the availability
and use of services in Central Asia and Azerbaijan. While this reveals certain differences among
the countries, both the levels and trends over time for most measures are markedly similar.
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Box 2.1. Inappropriate
MedicalProtocols
Among the array of factors that inhibit the cost-effective delivery of health care services to the popula-

tions of Central Asia, inappropriate medical protocols and practices are especially important.
High rates of hospitalization continue for conditions that are not criteria for admission in most
countries. Diagnoses include minor osteoathrititis, limited cellulitus, varicose veins, mild hypertension, mild asthma, and so on. The over-relianceon injectable (intramuscular) medications is a major
reason for hospitalization for conditions that elsewhere would be treated with oral medications.
A clear example is TB treatment. TB patients are hospitalized for 9 to 12 months in most of the
region. In addition, patients are not treated with the standard regimens recommended by the World
Health Organization (WHO).Instead drug combinationstend to be individualized, and this, alongside
a serious lack of essential drugs, results in low cure rates and the creation of chronic infectious cases,
often infected with drug resistant strains. Increasing treatment default rates also favor continued production of both bacilli and drug resistance.WHO-recommended reporting and recording systems are
not in place.
Further examples of inappropriate medical protocols are evident for STDs.Throughout most of the
region, all confirmed syphilis cases are hospitalized for a one-month course of injectionsgiven several
times a day. This practice is contrary to intemational evidence and practice with respect to both the
type of drug given and hospitalization. Similarly,hospitalization is encouraged for gonorrhea cases
and the therapies used are not proven in the internationally accepted literature. Although officialshave
argued that hospitalization is warranted by fears of an epidemic, in reality most cases do not present
themselves to the authorities.
Finally,the types of common screening mechanisms that are used are inefficient.TB screening in
much of the region relies on mass miniature radiography of a largeshare of the population. Thisis expensive and yields poor results, not least because diagnosisis based on giving priority to chest radiography
rather than to smear microscopy(against WHO recommendations).In parts of the region, a largenumber
of employeesare screened biannually for STDsand skin infections.This is not cost-effective(becauseit
detectsfew casesper thousands screened),and also raisesprivacy and ethical considerations.

As a share of GDP, the levels of public health spending are typically below 5 percent, and
have declined since 1990. Real per capita spending has fallen even more dramatically. Table 2.8
and figures 2.4 and 2.5 provide information on health expenditures measured in a variety of
ways for 1990-94. Unfortunately, because of a lack of information on private spending, only
public spending on health is presented. Even the public expenditure figures may not be strictly
comparable, because the countries may spend different amounts through enterprises and

extrabudgetary funds that are not captured. Furthermore, caution is needed when interpreting
health to GDP ratios, as serious GDP valuation issues arise in connection with whether exports
are valued at local or world market prices. For all the countries except Tajikistan, the public
health to GDPratio (the percentage of national income going into the health sector) has declined
since 1990,prior to the breakup of the Soviet Union (figure 2.4).
Although the health to GDP ratio is the most commonly used measure of expenditure performance, to get a complete picture one must also look at other measures. For example, if the health
expenditure to GDP ratio remains constant, but GDP declines by 50 percent in real (inflationadjusted) terms, this means that health spending is effectivelyhalf of what it was in the base year.
Also, given the high rates of population growth, health spending should be analyzed in per
capita terms. Thus one must also analyze real per capita health spending, and for comparisons in
the absolute levels of spending across countries, spending must be converted into one numeraire
currency. This information is presented in table 2.8.
The health sector appears to have been somewhat protected, at least in terms of its share in a
declining economy in Azerbaijan, Tajikistan,and Uzbekistan. The elasticities of health spending
relative to GDP (that is, the annual percentage change in health spending relative to the annual
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Table2.8. PublicHealthExpenditures,CentralAsian Countries,1990-94
Countryand indicator
Azerbaijan
Health to GDP ratio
Real per capita health spending as a
percentage of spending in 1990
Per capita spending (PPP$)
Kazakhstan
Health to GDPratio
Real per capita health spending as a
percentage of spending in 1990
Per capita spending (PPP$)
Kyrgyz Republic
Health to GDP ratio
Real per capita health spending as a
percentage of spending in 1990
Per capita spending (PPP$)
Tajikistan
Health to GDP ratio
Real per capita health spending as a
percentage of spending in 1990
Per capita spending (PPP$)
Turk-menistan
Health to GDP ratio
Real per capita health spending as a
percentage of spending in 1990
Per capita spending (PPP$)

1990

1991

1992

1993

1994

2.9

2.9

2.9

2.8

2.5

100.0
100.0

99.0
108.0

77.0
72.0

57.0
54.0

41.0
38.0

3.3

4.2

2.1

2.5

2.0

100.0
183.0

118.0
203.0

54.0
86.0

56.0
86.0

37.0
56.0

4.1

3.6

3.2

2.6

3.2

100.0
136.0

77.0
124.0

57.0
83.0

39.0
56.0

36.0
62.0

4.8

4.5

5.2

5.4

6.4

100.0
117.0

84.0
101.0

75.0
87.0

51.0
63.0

46.0
60.0

3.7

3.7

2.0

1.8

1.2 a

100.0
-

92.0

47.0

34.0

17.0

-

-

-

-

4.6

4.6

4.7

4.1

4.0

100.0
131.0

96.0
135.0

87.0
124.0

72.0
103.0

66.0
95.0

Uzbekistan

Health to GDPratio
Real per capita health spending as a
percentage of spending in 1990
Per capita spending (PPP$)
-Not available.
PPP Purchasing power parity.

a. If reported GDP is not adjusted for world market prices for Turkmenistan's exports, the 1994health to GDP ratio is
2.7. Such adjustments have little or no effect in preceding years.
Source:World Bank data.

percentage change in GDP) for all six countries were clustered between 0.87 and 1.05 (0.98for
Azerbaijan and Uzbekistan, 0.93for Kazakhstan, 0.94for the Kyrgyz Republic, 1.05for Tajikistan,
and 0.87 for Turkmenistan). An elasticity of 0.87 means that a 10 percent change in GDP was
accompanied by an 8.7 percent change in health spending.
Real GDPhas fallen substantially throughout the region since 1990(table 2.7),in several countries by 50 percent or more. Reductions in real health spending have largely paralleled these
trends. By 1994 real public health spending had also fallen throughout the region, by half or
more in all the countries exceptAzerbaijan and Uzbekistan. Given the large increases in population, real per person health spending suffered even larger declines, in 1994ranging from 17 percent of the 1990level in Turkmenistan to 66 percent in Uzbekistan (figure 2.5). Such large declines have resulted in serious deterioration of the health infrastructure, and with the attendant
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Figure 2.4.

Public Health Expenditures as a Percentageof GDP, Central Asian Countries, 1990-94
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Figure 2.5. Real Per Capita Public Health Expenditures as a Percentageof 1990 Expenditures,
Central Asian Countries, 1990-94
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general declines in income and socioeconomicconditions are contributing to increased morbidity and mortality and worsening health status of the population.
Little information is available on private sector spending in Central Asia. However, survey
data from Kazakhstan and the Kyrgyz Republic indicate that out-of-pocket payments by individuals for pharmaceuticals as well as for many inpatient services normally publicly covered
have increased significantly.Household survey evidence from the Kyrgyz Republic shows that
between 1993 and 1994 the incidence of formal charging for medical consultations increased
significantly,from 11to 25 percent of the population. Informal payments to medical staff are also
widespread, are reported by about one in four inpatients, and are likely to be increasing. By far
the most significant item of private medical expenditure is on drugs (Abel-Smithand Falkingham
1996;World Bank 1995a).An October 1994survey in South Kazakhstan Oblast found that more
than 35 percent of users of pharmaceuticals and hospital services were making large out-ofpocket payments for these services (Langenbrunner, O'Dougherty, and Borowitz 1996).
One legacy of the Soviet period was the widespread ownership, provision, and/or financing
of social services by enterprises and collective farms, which extended to health facilities. The
share of enterprise health facilities in total social services was 10 percent in Kazakhstan in 1991
and somewhat less in Uzbekistan. The range and quality of involvement tended to vary according to the size and strategic importance of the enterprise. Evidence suggests that the enterprises
tended to provide facilities of significantly higher quality than government authorities (World
Bank 1995b).Transition has brought about the closure or divestiture of many enterprises' social
facilities. Uzbekistan is an outlier, in that up to 1996,the Ministry of Health was explicitly encouraging greater employer provision.
In absolute U.S. dollar terms, using purchasing power parities for conversion (a special exchange rate that takes into account cost of living differencesacross countries), annual per capita
health spending in Central Asia ranges from US$56in Kazakhstan to US$95 in Uzbekistan. This
compares,for example, to annual per capita health expenditures of US$149in the Arab Republicof
Egypt,US$185in Turkey,and US$374inJordan (WorldBank 1996a).Spending is well below the 8.1
percent health to GDP ratio and US$1,500annual per capita expenditures for OECDcountries, 75
percent of which are public expenditures.Perhaps more pertinent is the abilityof the Central Asian
countries to maintain the vast health infrastructures that were developed when more budget resources were available. Can they afford these systemsnow, and if not, what should they do?
Table2.9 contains information on physicians, hospital beds, admission rates, lengths of stay,
occupancy rates, and hospital days per capita. As in all FSU countries, the Central Asian countries are characterized by large quantities of inputs and high rates of hospital use. Central planning norms resulted in large numbers of hospital beds and physicians, while the budgeting systems for paying hospitals provided strong incentives to keep beds filled. Poorly paid salaried
health personnel at the lower levels of the system, who often lacked appropriate equipment,
supplies, and medications, had incentives simply to refer individuals up the system rather than
to treat them. As the higher levels had more equipment, supplies, and drugs and the best physicians, individuals also had strong incentives to bypass lower levels of the system.
The basic statistical profiles of the delivery systems in Central Asia reflect all these factors. In
terms of physicians, in 1994physician to population ratios varied between 2.1 physicians per
1,000population in Tajikistanto 3.9 in Azerbaijan, with a six-country average of 3.3. This compares with an OECD average of 2.5. Since 1990these ratios have fallen slightly in all the Central
Asian countries except Azerbaijan and Uzbekistan. Nonetheless, except in Tajikistan,the ratios
throughout are still well above the OECDaverage.
The available evidence reveals that widespread reductions had occurred in the number of
beds, hospital admission rates, and lengths of stay since 1990 (table 2.9). Nonetheless, the
levels remain high and exceed those in OECD countries, which have substantially larger
elderly populations. As concerns hospitals, in 1994the number of beds per 1,000population
ranged from 8.8 in Tajikistan and Uzbekistan to 12.1 in Kazakhstan. Since 1990,the hospital
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Table 2.9. Availability and Use of Services, Central Asian Countries, 1990-94
Country and category

1990

1991

1992

1993

1994

3.9
10.0
18.0

3.9
10.0
17.6

3.9
10.5
18.0

3.9
10.5
17.9
65.0

3.9
10.1
17.9

Azerbaijan
Physicians per 1,000 population
Hospital beds per 1,000 population
Average length of stay (days)
Occupancy rate (%)

-

-

-

-

Kazakhstan
Physicians per 1,000 population
Hospital beds per 1,000 population
Admission rate (% of population)
Days per capita
Average length of stay (days)
Occupancy rate (%)

4.0
13.7
22.9
3.7
16.0
79.0

3.8
13.7
22.6
3.6
16.0
79.0

3.9
13.5
21.3
3.5
16.3
78.0

3.8
13.2
20.2
3.3
16.3
76.0

3.6
12.1
17.6
3.0
16.8
74.0

Physicians per 1,000 population
Hospital beds per 1,000 population
Adrnission rate (% of population)
Days per capita
Average length of stay (days)
Occupancy rate (%)

3.4
12.0
23.0
3.4
14.9
80.0

3.4
12.1
22.5
3.4
14.9
78.0

3.3
11.9
21.7
3.3
15.3
78.0

3.1
10.7
19.9
3.0
15.3
80.0

3.1
9.6
17.0
2.6
15A
78.0

Tajikistan
Physicians per 1,000 population
Hospital beds per 1,000 population
Admission rate (% of population)
Days per capita
Average length of stay (days)
Occupancy rate (%)

2.6
10.7
21.0
3.0
14.3
94.0

2.4
10.7
20.5
3.0
14.6
88.0

2.3
11.2
16.3
2.4
14.5

2.2
10.6

2.1
8.8

3.6
11.5
19.8
3.1
15.6
73.0

3.7
11.6
19.4
2.9
15.2
72.0

3.6
11.4
18.4
2.7
14.7
69.0

3.6
11.7
18.4
2.7
14.9
70.0

3.5
11.5
16.6
2.5
15.1
64.0

3.4
12.5
24.6
3.6
14.8
83.0

3.4
10.9
24.5
3.6
14.8
82.0

3.3
10.8
23.6
3.5
15.0
85.0

3.3
9.4
22.0
3.2
14.5
88.0

3.4
8.8
19.3
2.8
14.3
87.0

KyrgyzRepublic

-

-

-

-

-

-

-

Turkmenistan
Physicians per 1,000 population
Hospital beds per 1,000 population
Adrnission rate (% of population)
Days per capita
Average length of stay (days)
Occupancy rate (%)

Uzbekistan
Physicians per 1,000 population
Hospital beds per 1,000 population
Admission rate (% of population)
Days per capita
Average length of stay (days)
Occupancy rate (%)

-Not available.
Source:Church and Koutanev (1995);Tulchinsky(1996);WHO (1993);WorldBank (1993a).

bed to population ratio has declined significantly in most of the countries, but the average
level of 10.2 is still well above the OECD average of 8.4. Hospital admission rates (percentage of the population admitted to a hospital each year) varied from 16.3 percent in Tajikistan
in 1992 to 19.3 percent in Uzbekistan in 1994, with a regional average of 17.4 percent. While
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all five countries remain above the OECD average of 16.2 percent, admission rates have declined in all five countries since 1990.
Hospital bed occupancy rates ranged from 64 percent in Turkmenistan in 1994to 88 percent
in Tajikistan in 1991,with a six-country average of 76 percent, about the same as the OECD
average. Since 1990,occupancy rates have declined in all the countries except Uzbekistan. In
1994average lengths of stay in hospital varied from 14.3 days in Uzbekistan to 17.9 days in
Azerbaijan, with a six-country average of 15.7 days. Given the young population structure in
most of the region, these lengths of stay are high compared with the average length of stay of 14.4
days in OECD countries. The number of hospital days per person per year ranged from 2.4 in
Tajikistan to 3.0 in Kazakhstan, with a regional average of 2.7. Again these figures exceed the
OECD average of 2.5. Since 1990the number of bed days per capita has tended to decline.
The foregoing evaluation of existing health sectors has revealed striking trends. Public
funding has been substantially reduced, yet in terms of personnel and facilities the health
infrastructures remain extensive and inefficient, and have not fully adjusted to the reduced
funding levels. Health outcomes are still good compared with those in other lower-middleincome countries, but overall mortality rates have increased, life expectancy has declined,
and certain infectious diseases appear to be on the rise. The health infrastructure, in particular, basic public health programs and treatment norms, are not well targeted toward dealing
with the population's underlying health needs, especially given the sharply reduced funding. While at different stages in all six countries, the reforms currently being initiated are
designed to deal with these problems.
The Enabling Environment for Health Reform
Several dimensions of the current environment are relevant to the nature and success of health
sector reform. The difficulties created by the economic context, in particular, the severe fiscal
constraints and high and variable inflation, have already been highlighted. Successful health
reform will depend on the design of appropriate policies and their implementation in legislative
terms, and then in administrative practice. This section examines various pertinent institutional
factors: the role of decentralization, staffing, regulation and data for decisionmaking and looks at
the range of stakeholders who have interests in the outcomes of health sector reform. It explores
various, albeit inter-related, aspects of the enabling environment and the opportunities and constraints that have emerged in the health sector.
Decentralization

The decentralizationof financingresponsibilityhas been a pervasive theme in many formerSoviet
countries in transition. Governments are divided into three tiers: the center, the oblast (or equivalent), and the raion or municipality, with the health sector generally set up along similar lines.
Ironically,alongside the current fragmentationof government structures dealing with health care,
the apex of the government structures associated with the president, prime minister, and/or the
ministry of finance typically exhibitsa high degree of centralizationof top-level policymaking and
control. In some respects, this co-existenceof centralized policymaking authority and decentralized financing and implementation to the local level dilutes the responsibilities of the health and
other sectoralministries, and possibly also demoralizes ministerial staff.
Decentralization is particularly important in the social sectors in Central Asia, where the
vast bulk of expenditures (around 85 percent) are locally financed. Decentralization in the
health sector, in principle, carries certain advantages, the most important being that local
providers might be more responsive to the needs and demands of the local community. In
practice, the local level tends to have significant discretion in implementing local budgets.
Even at the facility level, the extent of expenditure autonomy has increased, which appears
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to have promoted the adoption of such cost-cutting measures as the elimination of beds.
However, greater responsiveness to local needs depends on the existence of institutions that
provide for choice as well as accountability.
However, decentralization also entails risks, especially from an equity perspective. Local financial responsibility for the provision of health services could imply unacceptable disparities in
the level of service provision within the country. Where large inter-regional disparities exist, as
in the Kyrgyz Republic, for example, this could threaten the provision of minimum health services and other key aspects of the social safety net. As a result, redistributive transfers have a role
to play. In Kazakhstan, detailed analysis of local budget execution data revealed increasing disparities in levels of health expenditure among oblasts between 1992 and 1994: the coefficient of
variation almost doubled, to 0.33. However, the dispersion has evidently been random, because
past rankings of oblasts in terms of actual social expenditures are not a good indicator of current
or future rankings (World Bank 1996b).
By contrast, the available evidence suggests that central transfers in the Kyrgyz Republic and
Uzbekistan have successfully redistributed resources to poorer oblasts. Per capita revenues in the
Kyrgyz Republic in 1994 ranged from KGS980 in Bishkek to KGS110 in Naryn, yet there was
actually a negative correlation between local expenditure and local income (revenue) and the
degree of urbanization. In Uzbekistan the level of health spending per capita was almost equal
across oblasts,at least up to 1995. However, even when the existing transfer system is equitable in
terms of impact, it is generally problematic, in that it can create soft budget constraints, where
the center automatically covers local spending commitments, as well as lack of transparency.
Staffing
Staffing is a critical issue underlying the enabling environment, which currently reflects several
problems that affect motivation, quality, and skills. In Central Asia, overstaffing is prevalent
throughout the public sector; however, this does not mean that the health (or other) ministries
are overstaffed. A recent World Bank (1996b) report on Kazakhstan concluded that central ministries are typically understaffed. While the numbers of medical staff are excessive overall, unmet
demand exists for medical assistants and nurses, and the ratio of doctors to nurses is high (1:3.3
in Uzbekistan in 1995, for example). Similarly, the distribution of physicians is biased toward
high-level specialists, and family or general practice is not well developed.
Despite the massive budgetary contractions, the number of government employees and the
quantity of public services supplied to the population has remained largely unchanged in most
of the countries, at least on paper. This is also true in the health sector, where there are 41 people
per health sector employee (40 percent of government employment) in Kazakhstan, compared to
52 (21 percent of government employment) in the United Kingdom, which also operates a national health service. As a result, the amount of expenditure per public service unit supplied has
declined drastically, and public sector wages have suffered significant declines, even relative to
the overall drops in the real wage described earlier. Individual compensation is unsustainably
low at both ends of the pay scale: wages at the bottom end fall far below subsistence levels, while
wages at the top of the scale represent only a fraction of the wages offered for similar jobs outside
the government. Salaries of health professionals that have been historically low have deteriorated further. This is likely to have serious repercussions for the quality of service.
Regulation
Various regulatory issues are relevant to the enabling environment for health sector reform.
For example, the decentralization of financing and implementation raises local versus central
regulatory issues, while the increasing diversity and independence of health facilities also raises
important questions. This applies especially to newly emerging private practice by doctors
and the privatization of pharmaceutical retailers.
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Regulation in any context raises information issues: effective regulation is only possible
when decisionmakers have access to timely and appropriate information. On the one hand,
extensive information is available on health outcomes in Central Asia, based on sanitary-epidemiological service reporting. However, the inherited information systems are in many ways
inappropriate for the emerging health sector during the transition and beyond. Data on enterprise spending are sometimes scarce, as are data on extrabudgetary funds. Available information on health expenditures tends to be classified in ways that inhibit useful analysis. Planned
expenditures can be misleading, because approved allocations are often revised, and disbursement patterns do not necessarily reflect actual allocations. Expenditures for hospitals cannot
be broken down between oblast,city, and central raionhospitals. Expenditures cannot be broken down by types of services provided within a single facility. This makes calculating unit
costs difficult and categorizing expenditures among primary and secondary services impossible. Finally, available local budget execution data do not easily permit rural-urban breakdowns. The present paucity of data for decisionmaking is a critical element to be taken into
account in designing feasible health sector reforms, while improved data will be an essential
part of management strengthening.
Stakeholders
A range of groups and agencies affect and are affected by developments in the health sector.
These are sometimes referred to as stakeholders. First are the individuals and households-consumers-for whom health services are provided. This is clearly not a homogenous group, as it
encompasses people of different ages (elderly versus children), people living in different places
(the capital versus remote areas), and people with increasingly different income levels, all of
whom have different health needs and demands on the system. Second are the personnel involved in health care delivery, and again these groups consist of a variety of subgroups, from
specialists to nurses,feldshers,and support staff, who work in a range of facilities, from central
hospitals to rural health posts. The medical profession is likely to become a more important
political force over time, affecting the shape, as well as the implementation, of reform. Intemational experience suggests that doctors are often particularly concemed about medical technology, pay, and status. Third, various government structures have specific interests in the health
sector.Agencies involved in health care management and financing exist at the raion,oblast,and
national levels. At the national level, in most of the countries the ministry of health exists alongside a national pharmaceutical firm, each of which tends to have distinct, and not always directly
compatible, concerns. Powerful institutions outside the health sector also affect its policies and
allocations, including the president and cabinet. All the foregoing groups have a stake in the
health sector,and their attitudes and behavior will affectthe nature and success of reform. Stakeholders should be considered a critical part of the enabling environment, because each will affect
the prospects for implementation of reform.

Health Policy Reform Agenda
This section sets out the criteria and preconditions for reform, evaluates relevant case studies from the region in these terms, addresses how countries could implement reforms, and
looks at the factors that influence the effectiveness of such reform efforts. A clear consensus
has emerged among policymakers in each of the countries about the need for reorienting
spending priorities toward more effective public and environmental health programs, emphasizing primary care, providing less hospital-based tertiary care, and having appropriate
financial incentives in place.
All six countries have either initiated or are contemplating reforms to deal with the underlying financing and delivery problems facing their health systems. The generic policy directions
virtually all these countries are pursuing are similar, namely:
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* Obtaining additional financing through nonbudgetary sources, such as earmarked payroll taxes on employers, voluntary insurance, and other private financing, including patient cost-sharing
* Reducing pressure on the national budget by decentralizing the financing of care to regional and local levels
* Getting better value for money by improving efficiency through the separation of financing from provision and having money follow patients
* Improving system efficiencyby introducing incentive-based provider payment mechanisms
* Improving the cost-effectiveness of the service delivery system by restructuring in favor
of primary care, promoting general and family practice in medicine, and eliminating unneeded hospital capacity
* Instituting major reforms of pharmaceutical regulation, management, procurement, management, distribution, and pricing, along with reforms of essential drug lists.
Financing reforms being undertaken in Central Asia are loosely modeled on those undertaken
by Russia, which implemented health insurance legislation in 1993. Implementation in Russia has
been fraught with many of the same fiscal problems the Central Asian countries are facing, and
progress across Russia's 89 oblasts has been uneven. Because many oblastshave implemented the
health insurance system, many of the problems experienced in Russia are relevant for Central Asia.
Kazakhstan and the Kyrgyz Republic have proceeded the furthest in terms of introducing
legislation to establish health insurance funds based on contributions from employers for the
working population and from the government for the nonworking population. Both countries
have also experimented with health insurance and provider payment reforms based on general practitioner fundholding mechanisms in selected regions. Turkmenistan has established a
publicly run voluntary insurance system to pay for outpatient pharmaceuticals and provide
for priority use of publicly covered services. Turkmenistan is also focusing on improving both
primary care and the effectiveness of public health systems. The burden of disease and costeffectiveness studies that several countries have undertaken reflect their intent to focus scarce
resources on the most cost-effective interventions. Developing lists of essential drugs and reforming the procurement, regulation, management, and distribution of pharmaceuticals have
also been important objectives. The decentralization of financing and the use of capitationbased transfers from national to local governments is under way in a number of the countries,
including Azerbaijan and Uzbekistan.
Nationwide implementation of the health insurance legislation in Kazakhstan and the Kyrgyz
Republic had been delayed because of depressed economic conditions and employers' limited abilities to make the requisite contributions, and has only recently begun. Turkmenistan's voluntary
insurance program is facing major financial difficulties because of premium collection problems,
larger than foreseen pharmaceutical demand, and lack of an actuarially sound contribution base.
Uzbekistan is also in the process of developing legislation to establish insurance funds based on
employer contributions, is considering other reforms to improve efficiency through provider payment changes, and is establishing basic benefit packages predicated on cost-effectiveness criteria.
Several of the countries are also considering explicit privatization of certain services. Azerbaijan
and Tajikistan are in somewhat earlier stages of designing their reforms.
In general health policy terms, the reforms being implemented and developed focus on the
five major areas of health care financing and delivery: financing (that is, revenue sources), eligibility, benefits, payment of medical care providers, and the delivery system.
Financing
Most of the focus in the current reform debates has been on financing, that is, on raising revenues
available for health care. Given the large declines in national income and budget revenues, policymakers
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are seeking additional financing through extrabudgetary sources and private contributions. As already noted, they are also tending to decentralize financing responsibilities to local governments. A
number of key issues of differing degrees of importance in each country have arisen. These are
* Adequacy of financing from both state and employer sources under the various health
insurance approaches
* Ability of regional and local governments to finance their shares
* Administrative costs of such approaches
* Clarity of roles and responsibilities of national and subnational health authorities and
insurance funds.
Depressed economic activity in the region has effectively precluded raising additional revenues from both public and private sources. The extensive infrastructures that existed before the
economic decline have become unaffordable. Regional and local governments are facing increasing fiscal difficulties and are often unable to afford the increased health care responsibilities being placed upon them. Enterprises are having serious economic problems, cannot afford to pay
additional taxes, and are attempting to divest themselves of their social service infrastructures
and responsibilities. As the countries of Central Asia struggle with their economic and social
priorities, the key question may be learning how to develop more efficient systems that are far
less extensive than in the past.
The advantages and costs of establishing and running health insurance funds of the types
legislated in Kazakhstan and the Kyrgyz Republic and under consideration elsewhere require
consideration. Basing insurance coverage on employment results in individuals losing their coverage when they are unemployed, and either becoming uninsured or being insured at the expense of the state budget. Moreover, establishing and operating such funds entails administrative costs. Multiple funds have higher administrative costs than single funds. Similarly, voluntary
insurance approaches, such as the one Turkmenistan has adopted, unless carefully designed can
be fiscally unsound because of favorable selection by sick individuals and the lack of a sound
actuarial base for setting premiums.
Changing the source of financing does not enhance the efficiency of the delivery system.
Countries such as Canada and the United Kingdom have maintained their general revenue funding
bases while successfully implementing payment mechanisms to encourage efficiency. Furthermore, general revenue-based approaches tend to pool risks more equitably than social insurance-based models, as evidenced by the difficulties both Germany and Japan have experienced
in terms of pooling risks among multiple sickness funds and government programs. All these
issues should be carefully weighed along with the effects of increased payroll taxes on labor
demand and enterprise viability and competitiveness. Whatever approach policymakers choose,
the financing base must be actuarially sound, that is, the revenues from the designated sources
must be sufficient to pay for the individuals and benefits covered under the program.
Clarification of the roles of the various levels of government, medical care providers, and
health insurance funds (where they exist) is needed. The relationships between and responsibilities of the various agencies involved in health care have been problematic in a number of countries implementing reforms. Policymakers are often preoccupied with financing issues to the
detriment of basic public health issues, policy development, and rational management of the
system. This has been the case in Russia, for example, where turf battles and confusion between
financing and health authorities at all levels have been frequent.
Eligibility
Decisions must be made as to who is eligible for coverage under any financing system. One of
the great strengths of the previous system was universal entitlement: all citizens were covered. If
the normative tenet used in most Western market countries is followed that all individuals should
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have accessto care based on need and should pay for care based on ability to pay, then insurance
reforms and privatization strategies will need to be carefully designed. This is especially the case
if private financing is pursued for certain groups along with employer and state responsibility
for others, because policymakers will have to take care to assure that some individuals do not fall
through the cracks and lose eligibility.This is particularly relevant for the poor. Moreover, multiple systems are more complicated to administer, have greater difficulties in controlling costs,
and may have more difficulty in spreading risks equitably.
Benefits

Deciding what benefits to cover has become increasingly problematic. People in Central Asia
are accustomed to a system that, at least in theory, provided all the necessary care to treat an
individual's condition free of charge. Costs did not escalate out of control because of budget
caps and supply constraints, constraints that may be less effective as these systems become
more open-ended and private. In any financing system, whether it is based on general revenues or insurance contributions, establishing a benefit package is essential, so that the contribution levels for employers and the state can be appropriately set to cover the costs of the
benefits to be covered. This has not been the case in Russia or in Central Asia. Part of the
problem is a political issue: people's perception that the government is taking away their formerly "unlimited" benefits.
The other part of the benefit issue is financial: the payroll taxes on enterprises and the required government contributions for those not in the labor force must be sufficient to pay for the
individuals and benefits covered under the system. Most former Soviet governments have refused to face this issue in a direct or transparent manner, despite serious economic difficulties.
Authorities do not want to admit that they cannot afford to cover the services that they have
promised and that people expect. A rational approach would be for the state to establish realistic
expectations on the part of the population and then meet its commitments to finance that level of
services. Even for systems that remain based on financing from general public revenues, governments need to consider ways to limit the package of services available free of charge.
Design of the benefit package requires specifying the particular service categories that are to
be covered, any limits on such coverage (for instance, 100 days of hospital care), and requisite
cost-sharing. In addition to being an issue of benefit package design, patient cost-sharing is also
a financing and resource allocation mechanism. Yet cost-sharing must be carefully designed so
that appropriate utilization is not deterred, and the poor need to be exempted. Designing appropriate cost-sharingstructures in Central Asia will be difficult,because individuals expect all care
to be free and large segments of the population are poor.
In contrast to the principle of access to free health care, in practice the situation is quite different. Individuals always made informal payments to providers for preferential treatment, and
individuals are now paying for certain services out-of-pocket. For example, survey evidence
from the Kyrgyz Republic indicates that under the current situation, ability to pay is a major
problem: the total costs of one episode of ill-health exceeded the monthly income of the entire
household in 20 percent of cases, while nearly half of all patients reported severe difficulty in
finding money to pay for their hospitalization, especially in rural areas. Moreover, as rates of
overall health service utilization have fallen in the Kyrgyz Republic, among those who report illhealth, the poorest are least likely to seek medical assistance. In 1994about two-thirds of households in the top income quintile sought medical help outside the home, compared with only 41
percent of those in the bottom quintile (Abel-Smithand Falkingham 1996).A similar situation
was found in South Kazakhstan Oblast (Langenbrunner, O'Dougherty, and Borowitz 1996).The
challenge for policymakers in Central Asia is to design formal benefit and cost-sharing structures
that capture these largely informal payments in a way that enhances the government's revenue
position, while at the same time not impeding accessto care, especially for the poor.
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A related area of policy concem is to determine which services will be provided to the entire
population because they are basic public health services (for example, immunizations, vector
control), and which personal health services should be provided through the insurance benefit
package and/or private payments. Such decisionscan be assisted by burden of disease and costeffectiveness studies, as is being done in Kazakhstan, the Kyrgyz Republic, Turkmenistan, and
Uzbekistan. This enables policymakers to rank health interventions on cost-effectivenessgrounds
and provides an empirical basis for deciding which services are to be covered for the entire population as basic public health services, which personal health services are to be included in the
publicly funded insurance benefit package, and which services will not be covered by public
programs because they are not affordable and/or are of low priority (see World Bank 1993b).
Payment of Medical Care Providers

The methods used to pay hospitals, polyclinics, and physicians have important effects on access to care, economic efficiency,clinical effectiveness, quality of care, and consumer satisfaction (see Bamum and others 1995;Jencks and Schieber 1991).The 18-category,normative-based
line item budgeting system and salary reimbursement of medical care personnel provide few
incentives for efficiency.FSU health systems are over-resourced in terms of the large quantity
of generally low-quality inputs that are not efficiently used. A disproportionate amount of
budgets and care are devoted to the highest and most costly levels of the system because of (a)
budget norms; (b) greater availability of supplies, equipment, and free pharmaceuticals and
the presence of the best physicians in higher-level hospitals; (c) high energy and food costs; (d)
poor referral and transportation networks; and (e) no penalties for consumers or physicians
for bypassing lower levels of the system. Furthermore, the deteriorating economic situation
has inhibited health authorities from eliminating redundant personnel because of the fear of
exacerbating the unemployment situation.
Virtually all FSU, middle-income Latin American countries, and Western industrial OECD
countries are separating provision from financing, making money follow patients in the context
of an overall global budget, and adopting incentive-basedmedical care provider payment mechanisms (Schieber 1995).Experiences from Eastern European countries, Kazakhstan, the Kyrgyz
Republic, and Russia suggest that the incentive-based systems initially developed and implemented in the OECD countries can work just as effectivelyin former socialist economies.
Schieber(seechapter 6 of this volume) describesthe conceptual considerations surrounding the
reform of provider payment mechanisms in detail, and outlines the Central Asian republics' experiences in this area to date. The reform of payment systems is an essential component of overall
reform,regardless of the choiceof financing source, as it is critical for breaking free of some of the
traditional misincentives and inefficienciesthat have characterized health services in the region.
Delivery Systems
Central Asian countries need to restructure service delivery systems, reduce and retrain health
staff, adopt modern medical treatment protocols, target public and environmental health programs more effectively, and rationalize the pharmaceutical sector. While they are reducing the
number of hospital beds as a matter of economic necessity, they need to develop a strategic approach to hospital rationalization. This would address, among other things, the need to reduce
the excessive specialization and duplication in the hospital system; promote outpatient care by
developing the necessary diagnostic and treatment capacity, including ambulatory surgery centers; and assuring adequate supplies and pharmaceuticals. With respect to staffing, the countries
need to retrain physicians in general and family practice and increase the ratio of nurses to physicians (see chapter 4 by Hensher). Making providers autonomous entities is a first step in this
direction. With the help of a World Bank project, the Kyrgyz Republic is actively moving ahead

38

JeniKlugmanand GeorgeSchieber

to restructure its delivery system. Provider payment systems being implemented in Kazakhstan
and the Kyrgyz Republic provide the financial incentives to reinforce delivery system changes.
Whether governments will be able to take the difficult step of eliminating surplus employees,
given the economic climate, remains to be seen.
As concerns basic health services, all the countries have recognized the need to adopt new
treatment protocols,which in many casesreflectambulatory-basedtreatment regimens and shorter
lengths of stay when hospitalization is necessary. The burden of disease and cost-effectiveness
studies show that the Central Asian countries have a high disease burden from both pre-epidemiological transition diseases that affect women and children and noncommunicable diseases
such as cancer, heart disease, and stroke. A significant part of this disease burden is attributable
to environmental risk factors. Better public and environmental health programs, as well as the
availability of appropriate equipment and supplies at the primary care and feldsherlevels targeted at acute respiratory infections and diarrheal diseases, could have a significant impact on
improving the health status of mothers and children in a cost-effectivemanner. Similarly,effective adult prevention programs focused on lifestyles and substance abuse could help reduce
both current and future costs associated with treating chronic conditions.
The quality of care could also be significantly approved by adopting modem quality assurance systems based on continuous quality improvement models, as opposed to the current systems that rely on sanctions.Suchsystems are necessaryconcomitants of provider payment changes
and have accompanied the provider payment reforms currently being developed and implemented in Kazakhstan and the Kyrgyz Republic.
Another important area is developing policymaking and management capacity at the national and local levels and systems for providing the economic and epidemiologicaldata needed
for decisionmaking. The management needs of a decentralized health system are complex and
interactive. Effective and integrated management structures at the central, regional, local, and
individual facility levels are essential. As the health systems undergo reform, assuring that data
necessary for managing the systems are collectedand transmitted to appropriate decisionmakers
at all levels, including consumers, is essential.
The appropriate roles of the different financing and health authorities at all levels of government need to be sorted out. National governments must not abrogate their public health,
staff training, environmental health, and quality assurance functions as the transition to insurance-based and decentralized systems pervades the reforms in most countries. The Central Asian countries also need to develop effective national health accounts, so that they can
monitor the total level of resources committed to the health sector by source of payment and
type of service.
The pharmaceutical sector is also a major area for reform in all six countries. Virtually all
aspects of pharmaceutical production, procurement, management and regulation, rational use of
drugs, and pricing and coverage policies are being targeted for reform to assure the least costly
supply of essential drugs.
With respect to the procurement and distribution of pharmaceuticals, privatization has been
an important direction of reforms in Central Asia. Uzbekistan, for example, has made significant
progress and has seen encouraging results. In 1994the state monopoly previously in charge of
pharmaceutical procurement and distribution was restructured into a joint stock association,
Dori-Darmon. The government still owns 35percent of Dori-Darmon shares, and the company is
still the single largest wholesale supplier and distributor of pharmaceutical products in the country.
The vast majority of retail pharmacies in Uzbekistan have also been privatized, either as individual or family owned proprietorships, or as collectiveenterprises owned by their employees.
In addition, prices on all pharmaceuticals were freed, although the government subsequently
reintroduced price controls for 20 basic medicines and supplies that all pharmacies, regardless of
ownership, are required to have in stock at all times.
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Governments in the region are seeking ways to reduce budgetary expenditures on pharmaceuticals. By enabling better-off patients to buy pharmaceuticals privately, privatization of the
pharmaceutical sector and the consequent diversification of sources of financing may allow financing responsibility to be shifted from the state budget to households. The resulting savings
are likely to be relatively small, however, given most people's currently modest purchasing power.
Reduced costs through increased efficiencyin the sector will depend on several inter-related
reforms that face many governments all over the world, including (a) defining a list of essential
drugs; (b) training physicians, pharmacists, and consumers in the rational use of drugs; (c) shifting from brand name to generic drugs; (d)improving procurement methods, for example,through
international competitive bidding, and enhancing drug management; and (e) developing sound
pharmaceutical pricing policies,for instance, competition policy.Policymakers also need to give
more thought to redefining the population groups that receive subsidies for drug purchases.
Conclusion
The challenge to the Central Asian republics is to improve the health status of their populations
at a time of economic decline, while maintaining the strengths of the old system in terms of
equity and access.Countries need to maximize the efficiencyand effectiveness of their systems,
subject to the limited funding available. Since 1990all the countries have faced large declines in
real health spending, and cannot afford the extensive and inefficient systems of the past. Doing
more with less is the name of the game in the short run.
Perhaps most important in terms of direct improvements in health status is the need to restructure current public health activities.This includes maternal and child health programs, family planning, school health, occupational health, environmental health, adult health promotion
and disease prevention, substance abuse, and road safety.Given serious overall fiscal pressures
in the short term, additional resources to foster these efforts can only be realized through making
efficiencyimprovements in the current system and formalizing the current officialand unofficial
systems of user charges. Efficiencyimprovements can be achieved by restructuring the overresourced and inefficient health delivery systems, providing financial incentives for consumers
and providers to behave efficiently,and introducing modem management and quality assurance
systems. The current system of officialand unofficial user charges should be formalized so that
the additional revenues flow to responsible health authorities and can be used for appropriate
priority health activities. Such formal user charges should be designed to provide incentives for
consumers to use services efficiently,while at the same time exempting vulnerable populations,
such as the poor, from excessive out-of-pocket payments.
Major reforms are also needed in staff training and medical education. Norms of all kindsclinicaltreatment protocols,facilitystructural characteristics,and staffing-must be eliminated or
modernized to improve health outcomesand to givemanagers the ability to manage their facilities
efficiently.Pharmaceuticalsectors need to be reformed in terms of procurement, distribution, management, pricing, rational use of drugs, quality,essential drug lists, and generic substitution.
Much of the reform debate in Central Asia has focused on financing, particularly on attempts
to bring additional nonbudget revenues into the system. Equally important is the need to focus
on basic public health activitiesand delivery system restructuring. One key question is whether
funds can be obtained to make the necessary up-front investments that will lead to future cost
reductions and improvements in health status in the face of declining health budgets. This is a
difficult challenge, but a planned, efficiency-basedtransition is likely to lead to better results
than randomly reducing budgets or eliminating capacity on an ad hoc basis. Budget reductions
tend to take a greater toll on polyclinics and primary care in general, as hospital care is regarded
as less discretionary. Moreover, the more prestigious and better trained hospital-based specialists control the system. Eliminating jobs is difficult in the current economic environment. Never-
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theless, policymakers will need to address all these difficult issues as the health care systems in
Central Asia adjust to changing needs and economic realities. Effective reforms carried out now
will provide the basis for improved health status, adjustment to the epidemiological transition,
improved quality and consumer satisfaction, and long-run financial sustainability.
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IntegratedCost-EffectiveCare: TheMissing Link
betweenCommunity, Primary,and SecondaryCare
Joana Godinho
World Bank

During the last 20 years, the changing burden of disease and ever increasing public expectations
have shaped the evolution of health service delivery and financing. Many countries underwent
the health transition: mortality and fertility decreased dramatically,leading to increased life expectancy and aging of the population, while noncommunicable diseases replaced communicable
diseases as the major source of the burden of disease. Other countries became polarized, with
increasing inequalities in health status adding the problems of the post-transition period to those
of the pretransition era. Some Central Asian republics may be in this situation. In industrial
countries, the change in the epidemiologicalprofile, together with increased public expectations
created by democratization and the social welfare movement, led to a dramatic increase in the
demand for health services and to major changes in the provision and financing of care.
Governments have responded by increasing their responsibilitiesin the health sector,both in
provision and financing. However,they are not able to pay for all the care for all the people at all
times. They have to make hard choicesand, in one way or another, ration the provision of public
health care.In this context,the differentparts of the public healthsystem have been forcedto compete
for scarceresources,rather than cooperateto maximizehealth gains:public health serviceshave had
to compete with clinicalservices,primary health care services have had to competewith hospitals,
and preventive services have had to compete with curative care services. The resource allocation
discussionneeds to shift from these competitivedichotomiestoward more rational criteria.
Debate on the allocation of public health resources should focus on making choicesbetween
interventions that (a) deal with important health problems, (b) are cost-effective, (c) are targeted
to the poor, and (d) are mostly public goods. In a situation of limited financial resources, it is
important to base the allocation of public health funds criteria that promote equity, effectiveness,
and efficiency,three tenets that shape most recent health care reforms.
There should be no presupposed preferencesas to where and by whom these interventions are
delivered.Many cost-effectiveinterventions,which contributesignificantlyto reducing the burden of
disease,requireintegrated provision of careat both primary and secondary levels,and policymakers
should not assume that prevention is always more cost-effectivethan cure. In addition, they must
move from a model of isolatedand competitivehealth care subsystemsto one of health careprovider
networks. For example,sick child programs and safe motherhood programs are both cost-effective
interventionsfor reducing infant and maternal mortality and morbidity that demand good integration between the primary health clinicand the district hospital at the secondary level.
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Making Choices
In a situation of scarce resources, various criteria might be used to allocate investments in
health. Policymakers, health administrators, and practitioners have always rationed limited
resources on the basis of one criterion or another. Decisionmakers have had to respond to such
difficult questions as
* Should all people benefit equally from public health funds, or should some groups, for
example, the sickest or the poorest, benefit more from publicly financed health services?
* On which health interventions should public monies be spent? Should public funds be
spent only on those that have a clear public utility, or also on those that have a mainly
private utility?
* How should public funds be split between health promotion, prevention, cure, and care?
* How should health budgets be split between secondary and primary health care?
* Who should take allocation decisions? Should it be politicians, who tend to favor interventions that respond to perceived needs; economists, who tend to focus on cost containment and efficiency; public health specialists, who tend to favor aggregate health gains;
clinicians, who tend to emphasize individual health improvement; or beneficiaries, who
tend to prefer individual well-being, but who generally have incomplete information on
health problems, available interventions, relative costs, and quality of care?
Traditionally, rationing has been achieved either by restricting service coverage or by restricting benefits. In the first instance, the public system covers only certain groups of people, normally those who contribute to social insurance, for example, workers in the formal sector. In the
second instance, coverage may be universal, but the benefits are limited, for example, only hospital services are covered. Unfortunately, both instances discriminate against the poor. When
coverage is limited, the poor are excluded because they are often unemployed or are in the informal system, and hence are not covered by social insurance. When benefits are limited to inpatient care, the poor are excluded because they tend to live in rural areas or periurban slums, far
from the public hospitals that are disproportionately used by the middle and upper classes. Finally, when coverage is universal and benefits are generous, rationing is normally achieved
through waiting lists. Again, the poor are discriminated against, because upper-income groups
are more effective in bypassing waiting lists.
Unfortunately, such rationing criteria are normally not explicit and are often undemocratic:
the beneficiaries have no say in the choice of criteria, either directly or indirectly. The World Bank
has advocated the adoption of a totally different approach, in which priorities and benefit packages are selected on the basis of their burden of disease and cost-effectiveness, respectively. These
criteria are both rational and transparent to public scrutiny. In addition, they promote equity and
efficient allocation of health resources.
When selecting which problems should take priority and which interventions should be publicly financed, the World Bank recommends three broad criteria: (a) the dimension of the health
problem, (b) the problem's amenability to available health interventions that can be provided at
reasonable cost, and (c) the social value of the problem. The World Bank (1993) has operationalized
the first two criteria in terms of the burden of disease, measured in disability adjusted life years
(DALYs), and the cost-effectiveness of health interventions. As for the third dimension, social
value, the discussion about how to best target resources and services to the poor and how to best
focus public investments on public goods is still ongoing.
Burden of Disease
The burden of disease is an indicator of the loss of healthy life caused by death and disability. It
permits comparing the relative aggregate importance of different health problems. When the

Integrated Cost-Effective Care: The Missing Link between Community, Primary, and SecondaryCare

45

magnitude of a health problem is measured in DALYslost or saved, as opposed to mortality
rates, we can differentiatebetween deaths that occur among young people from those that occur
among the elderly. This allows us to say that the death of an 18-year-old young man caused by
injuries is not the same as the death by cancer of a 78-year-old man. In addition, the burden of
disease approach adds the number of years of healthy life lost because of premature death to
those lost because of morbidity and disability.This means that we can count the number of years
of healthy life lost when a four-year-old girl loses a leg by stepping on a land mine. When the
burden of disease is measured in DALYs,deaths that affect the young gain relative weight, as do
diseases that cause significant disability,but do not lead to death.
Cost-Effectiveness

The WorldBank and the WorldHealth Organization(WHO)propose using cost-effectivenessanalysis as a tool to select health interventions for public financing, subject to budgetary constraints.
Cost-effectivenessanalysis is an important source of guidance for achieving value for money in
health spending (WorldBank 1993).It permits comparingthe relativebenefits and costs of different
health interventions by showing the ratio of coststo health benefits, a form of economicevaluation
in which the costs of alternative procedures, programs, or providers are compared with outcomes
measured in natural units, for example, cost per life year gained (Robinson 1993).
Most health projects the World Bank has recently financed have included burden of disease
studies and cost-effectivenessanalysis for an array of different public health and clinical interventions. During the preparation of the Georgia Health Project,Bank staff analyzed alternatives
for reducing the burden of disease, and concluded that health promotion and prevention programs to reduce tobacco consumption and to decrease mortality from cardiovascular diseases
and injuries would cost less than US$3per DALYsaved, and that each dollar spent on prevention
under the project would save US$63in treatment and indirect costs (WorldBank 1996a).In Central Asia, the Bank conducted burden of disease studies in Turkmenistan and Uzbekistan, as well
as in one region of the Kyrgyz Republic. In Turkmenistan, the World Bank (1996b)analyzed the
burden of disease attributed to 21 major causes, and concluded that interventions such as the
integrated management of the sick child, familyplanning, safe motherhood, tobacco and alcohol
control programs, simple hypertension treatment, and short-course treatment of tuberculosis
(TB)were among the most cost-effectivefor the country, and would address the health problems
causing the highest burden of disease.
Results of burden of disease and cost-effectivenessstudies in one country may not be automatically transferable to another, but countries do not have to start from scratch. Regionally,
countries can make common use of the relevant know-how and data. The accumulation of evidence about cost-effectiveinterventions provides indications that can be useful for decisionmaking
and for designing further analysis.
Weighing Public versus Private Goods

Even in the case of a sizable health problem for which a cost-effectiveintervention is available,
whether that intervention should necessarily be publicly financed is not clear. Public expenditure decisions should attach priority to public goods over those that carry a mostly private utility. For instance, headaches are a significant source of disability and absenteeism, and are generally amenable to treatment with aspirin, an extremely cost-effectiveintervention, but this does
not mean that aspirin should be publicly financed. In most countries of the Organization of Economic Cooperation and Development (OECD)aspirin is sold over the counter at nonsubsidized
prices and demand is strong. Demand is strong despite the out-of-pocket cost, because the utility
associated with aspirin accrues mostly to the individuals who purchase it, and because the perceived gain to them is larger than the cost. Conversely,the diagnosis and treatment of TB,as well
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as the prevention and cure of many other communicable diseases, are primarily public goods,
because their utility accrues not only to the patient, but also to the cornnunity at large, which
benefits from not being infected.
Targeting the Poor

The World Bankadvocates targeting public health resourcesto the poor as an effectiveand socially
acceptable approach to alleviating poverty (WorldBank 1993).The poor are those who need the
most health care, and those who receivethe least (the inverse care law). They need more because
they have poorer health status, and receivethe least because they face physical and financialbarriers to using health care. The poor either live in rural areas (for example, in some areas of Central
Asia), in periurban slums (for instance,in Latin America),or in decayed inner cities (for example,
the United Kingdom and the United States),where access to services is limited. In most low-income countries public health care finance and delivery is limited, and most public health care
resources are concentrated in a few secondary or tertiary hospitals in the capital.These are disproportionately used by the middle and upper classes,while the poor lack accessto basic health services and receivelow-quality care (WorldBank 1993).The poor have to resort to private providers
and pay out-of-pocketfor most clinical care, and a single episode of illness can wipe out their
savings, and even lead the family to borrowing or the forced sale of essential productive assets.
Targetedhealth programs reduce inequity and ensure that a higher proportion of public funds
are used for the benefit of the poor. The primary health care (PHC) approach and the basic package approach indirectly target services to the poor. PHC leads to outreach into communities and
the establishment of health posts and centers in rural areas and periurban slums, where most
poor people live. All essential public health and clinical packages include interventions such as
immunization and management of the sick child, family planning, and safe motherhood programs, which are disproportionately used by the poor.
Basic Packages of Health Benefits

Based on a country's burden of disease, measured in DALYs,and cost-effectivenessanalysis of
health interventions from low- and middle-income countries, the World Bank has proposed a
basic package, including public health programs and essential clinical care, that would address
the problems causing the highest burden of disease, and that could be provided at low cost
(varying from US$12to US$21.5per capita per year, depending on the country's income level).
Basic packages are being adopted around the world. For example, in the former Soviet Union
(FSU), Georgia defined an essential package of public health and clinical interventions to be
publicly financed. However, in Central Asia, none of the countries has yet genuinely limited the
scope of public health benefits to an essential package of public health and clinical services.
The basic package approach tries to match the publicly financed benefits package with the
resources available for the sector given the country's overall fiscalsituation. The aim is for public
health resources to focus on a package of public health and clinical services that would address
major causes of the disease burden in a cost-effectiveway. The scope of the benefits package
would vary with the fiscal situation and with the resources allocated to the health sector.This
approach protects the sustainability of the public health system, and the allocation of resources is
more efficient. In addition, basic packages improve equity, because the poor disproportionately
use those interventions that are included in most essential packages.
Providing Integrated Cost-Effective Care
Almost 20 years ago, WHO (1978) strongly urged countries to develop PHC services as a
way to respond to the changing patterns of disease and to ensure more equity within their
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health systems. Some countries, such as the FSU, along with Canada, the United Kingdom,
and other Western countries, already had national health services that provided universal
coverage and an all inclusive benefits package that they financed from general taxes, and
that included fairly well-developed PHC services. Most developing countries did not have
significant PHC services.
The PHC movement led most countries to shift resources away from hospitals to basic health
services and interventions and to reorient services toward health promotion and disease prevention. However, the movement fell short of expectations. Even WHO (1993) recognized that
the awaited transformation did not happen, and therefore reassessed the assumption that setting up the right organization will ensure that the right jobs are done in the best possible way.
WHO is currently concentrating on models of good practice that lead to measurable improvements in health outcomes in an effort to identify the key functions critical to a good health care
system. What matters, according to WHO, is what is done well, not who does it. The same
function may be carried out effectively by different people or services in different settings,
such as schools, workplaces, or homes.
Heaver (1995) considers that greater variation in disease patterns and client profiles is transforming the classical approach to PHC. The blueprint approach of packages of PHC interventions is giving way to flexible local packages that respond to different local priorities and to
clients' perceived needs. Central authorities are asking district teams to define local intervention
packages and to respond to a constant demand for quality improvements. The emerging chronic
and degenerative diseases, which in general require more intensive treatment and care than, for
example, acute infections, have led to a sharp rise in demand for referral systems and hospitals.
Finally, the for-profit sector and nongovernmental organizations are becoming important providers of PHC, although governments continue to retain their policy, financing, regulation, evaluation and monitoring, and quality control responsibilities.
The Central Asian countries have fairly well-developed national health services that include
substantial PHC services. The political and economic transition led to some deterioration of their
health systems, and most countries are now rehabilitating their systems, providing new equipment, modernizing the management of their PHC services, and establishing family practice programs. For example, the Kyrgyz Republic is reorienting its health services toward an upgraded
PHC system to strengthen and improve the effectiveness of reproductive health services, to expand
acute respiratory infection (ARI) and childhood diarrheal disease programs, and to shift from inpatient to ambulatory care-oriented protocols for treating TB and sexually transmitted diseases (STDs).
Uzbekistan is developing its PHC by creating rural medical posts, and a Bank-supported project
will contribute to the development of financing mechanisms that will support the system's reorientation toward PHC. Turkmenistan recently initiated a family doctor program.
Community health workers, nurses, or general practitioners can deliver most cost-effective
interventions that deal with significant causes of the burden of disease in a community-based
setting from such PHC facilities as health posts, health centers, or even mobile clinics or home
visits. However, in many other cases cost-effective interventions require referral and access to
a secondary care hospital or clinic, and demand a fair amount of integration between different
levels of service. For instance, immunization is mostly a community-based PHC intervention,
but one of the critical steps in safe motherhood programs that will save mothers and newborns
is emergency obstetric care, which should be provided at a secondary care hospital.
Currently, most Central Asian public health systems are organized into competing and
isolated subsystems, with poor communications and inefficient referrals. Hospitals compete
with general practices and health centers; vertical programs have clinics side by side in the
same town. Care for a single client is piecemeal and often inefficient, as different practitioners duplicate diagnostic tests and prescriptions. The clients themselves have to overcome
the lack of communication between different subsystems and must often pay for the duplication of services.
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The Public Health Package
Most public health intervention benefit packages include health promotion, school health programs, immunization, and STDprevention, which can be delivered in the community or by PHC
services.However, this does not mean that hospitals and specialized ambulatory services should
not have an important role in the delivery of public health services. On the contrary, health authorities should consider increasing the role of hospitals in primary, secondary, and tertiary prevention of diseases that cause a significant burden of disease.
Health Promotion

Health promotion is the most cost-effectivepublic health instrument available to reduce mortality from chronicand noncommunicable diseases, especiallyischemic heart disease. Both mortality statistics and burden of disease analysis indicate that chronic adult diseases and their risk
factors are the most irnportant causes of mortality and morbidity in Central Asia. Ischemicheart
disease is the main cause of death and DALYslost in the Central Asian republics, and in some of
the countries cerebrovascular diseases are the second most important cause. Therefore, the Central Asian republics should pay special attention to the development of health promotion and to
the institutional development of the existing centers of health, which are responsible for health
promotion and health education.
Health promotion is an area that requires integrated action, not only of health care services,
but also among different sectors, such as education, agriculture, water and sanitation, and finance. In the health sector, health promotion is the business of all professionals at all levels of
care, including hospitals. In most OECD countries, health promotion and disease prevention
information is available at the community level and at primary and secondary health care services. In the United States hospitals are deeply involved in secondary prevention and offer such
healthy lifestylesprograms as weight reduction and smoking cessation clinics. However, even in
the United States, where about 70 percent of all adults see a physician at least once a year, only
about half of all smokers have ever been advised by a physician to stop smoking.
Finland and the United Kingdom are among the countries that are more advanced in using
health promotion as an integrated tool for reducing the highest burden of disease, specifically,in
reducing ischemic heart disease. Reforms in Sweden and the United Kingdom maintained the
regional health authorities' responsibilities for the health of a population in specificgeographical
areas, and the countries are experimenting with extending contracts to the private sector to provide health promotion and disease prevention activities (Bengoa 1995).
Estonia is the former Soviet republic that is most advanced in using health promotion as an
integrated tool to reduce coronary heart disease and injuries and risk factors such as smoking
and abortion, and to improve family planning (WorldBank 1994).The program includes a health
promotion fund and a grant system that finances, on a competitive basis, projects proposed by
community-based, nongovermmental,or public organizations.
School Health Programs

Childhood education is the most important determinant of adult practices, for instance, regarding tobacco consumption. However, school health programs and health education are generally
underdeveloped, because teachers are not appropriately trained and health services do not pay
enough attention to the sector.In the FSUphysicians were generally responsible for general health
education and schoolhealth, although in some cases, for example, in Turkmenistan, the authorities trained teachers as nurses. In Turkmenistan, the ministries of Health and Education are cooperating closely,the health education curriculum was updated, and teachers are being trained.
Central Asian republic governments may want to pay special attention to the development of
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these programs as a long-term strategy to reduce the burden of disease significantly and to contribute to their countries' development.
Schoolhealth programs are intersectoral,and callfor good cooperation between the health and
education sectors. They are mainly community-based programs, which local PHC services can
coordinate,and do not require specialintegration with secondary health care services.Schoolhealth
programs typically have three components: (a) health education, which should be included in the
curriculum and in extracurricularactivities;(b)annual physical examinations of children for visual
screening,micronutrient supplements, selective nutrient supplements, and treatment of parasitic
worm infections; and (c) school health clinics, which provide general medical or nursing care to
adolescentsand young people, including family planning and STDprevention and treatment.
Immunization

Central Asian governments have been engaged in a remarkable effort to restore immunization
levels to optimal levels in cooperation with the United Nations Children's Fund (UNICEF)and
WHO, and the transition to the schedule recommended by WHO is nearly complete. Immunization has been responsible for many of the health gains of the past 50 years, and even though the
highest burden of disease in Central Asia is not related to diseases that vaccines can prevent,
outbreaks of diphtheria and epidemics of previously controlled diseases such as TB can occur if
the countries do not sustain their current efforts to achieve optimal levels of immunization.
Immunization programs can be delivered through vertical programs and/or through horizontal programs by integrating vaccination with basic health services routinely provided by PHC
services. Although vertical vaccination campaigns achieve higher initial coverage, routine vaccination in PHC services is more cost-effective(World Bank 1993), and health experts have for
many years recommended integrating management and transport to facilitate access to services
to boost cost-effectiveness(Over 1988).Immunization programs are mainly a community-based,
PHC responsibility, but hospitals can and should take responsibility for immunizing (a) pregnant women who attend outpatient obstetric clinics against tetanus, (b) newborns against TB,
and (c) people who seek treatment for injuries at emergency units against tetanus. To do this, and
to avoid immunizing people twice, information must follow the client. Patients need to carry a
vaccination card, or hospitals need to have electronic access to patients' vaccination records.
The Essential Clinical Package
The delivery of essential clinical services requires a well-functioning district health system that
consists of health posts and health centers as the first point of contact, and district hospitals as
referral facilities,with the two levels linked by adequate communication and transport facilities
(World Bank 1993).Most essential clinical benefits packages studied in lower-income countries
include the treatment of TB;the integrated management of the sick child; familyplanning and STD
control;safemotherhood programs; and other clinicalservices,such as assessment and counseling,
pain alleviation, and treatment of infections and minor trauma. Middle-income countries have
much broader benefits packages that match the level of availableresources.The followingsections
review the provision of these services,highlighting the need for integrating different levels of care.
Treatment of TB

TBis among the major causes of burden of disease. For example, in Turkmenistan in 1993it was
responsible for 3 percent of the total burden and was the eighth largest cause of DALYslost. If all
or nearly all smear-positive cases of pulmonary TBwere diagnosed and rendered noninfectious,
the risk of TB infection would immediately start to fall (Murray, Styblo, and Rouillon 1993).TB
immunization and short-course chemotherapy are among the most cost-effectiveinterventions,
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and treating TB costs only US$13 per person (WHO 1995), and US$1 to US$2 per DALY saved
(Murray, Styblo, and Rouillon 1993).
TB control is one problem for which WHO does recommend organizing a vertical program,
because it has proven to be more cost-effective than an integrated approach. WHO recommends
that governments create national TB control programs to carry out the so-called directly observed treatment, short course. This is a treatment strategy in which health workers watch their
patients take their medication every day for at least the first two months of treatment, but ideally
for the entire six months of treatment. While ambulatory treatment is normally less expensive
than hospitalization, inpatient care may be required when patients live in remote areas, depending on their compliance with treatment protocols. The WHO TB Program is available to help
governments establish more effective TB control programs.
Integrated Management of the Sick Child
The integrated management of the sick child normally includes control of ARI and diarrheal diseases, but may also include the control of measles, malaria, and malnutrition. ARI is the most
frequent illness globally, and a leading cause of death in the developing world. In Central Asia, ARI
is the most important cause of infant mortality, and in Turkmenistan, diarrhea also causes high
mortality. WHO and UNICEF are cooperating in launching integrated programs for the management of the sick child in Central Asia, as well as in other parts of the FSU. These programs give
quick results, but require good integration both between home-based care and PHC and between
primary and secondary health care. For example, in Mexico a diarrheal disease control program
reduced diarrheal disease mortality in children under five by 65 percent in three years (WHO 1994).
To improve cost-effectiveness, management of the sick child programs can be integrated with
immunization, breastfeeding promotion, and safe motherhood programs, and can be delivered
in the home or at the PHC clinic. WHO guidelines for standard case management of the sick
child recommend increased fluids and continued feeding to control diarrhea. Both can be delivered at home, and are usually enough to control the situation without referral of the patient to
other levels of care. By contrast, the management of dysentery and the treatment of complications of pneumonia in children, which are also cost-effective interventions, often require admission into a district hospital and good integration between providers at both levels of care.
Family Planning and STDs
The Central Asian republics, especially Tajikistan and Turkmenistan, have high maternal and
infant mortality rates that are related to excess fertility and other risk factors that family planning
can reduce. STDs do not represent a high share of the burden of disease, but could become a
problem if control efforts are not fully supported. Health services need to adopt updated STD
care protocols, that is, by screening pregnant women for AIDS only once and by treating STD
patients on an outpatient basis.
Family planning and STD control programs can be integrated. They can also be provided
together with safe motherhood programs, among other reasons because asymptomatic STDs
affect women disproportionately. Integrated, cost-effective, reproductive health services aim at
preventing unwanted pregnancies, preventing and treating obstetric complications, preventing
and treating STDs, preventing HIV, and preventing breast and cervical cancer. These programs
include an array of services that cover primary to tertiary prevention, and can be provided in the
community, at the PHC facility, or at the district hospital. For example, condoms and other barrier methods (diaphragms, spermicides) can be distributed for free or sold in communities by
commercial establishments such as supermarkets or kiosks, as well as by pharmacies; pharmacies or clinics can provide oral contraceptives; insertion of intrauterine devices and abortion by
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vacuum aspiration are normally performed in PHC clinics; while surgical contraception and
abortion by dilatation and curettage require referral to at least a district hospital.
Safe Motherhood

Maternal mortality is still extremely high in all the Central Asian countries, varying from around
35 per 100,000live births in Azerbaijan to more than 70 in Tajikistan.Most Central Asian republics average 50 maternal deaths per 100,000live births, while the WHO target for Europe for 2000
is less than 15. Perinatal deaths are one of the main causes of infant mortality, and could frequently be prevented with adequate prenatal and obstetric care. Safe motherhood programs can
rapidly reduce maternal and infant mortality, but more than any other cost-effectiveprogram
they require excellentintegration of primary and secondary health care services.
Safemotherhood is the best example of a cost-effectiveintervention that requires (a)home care
to promote good nutrition, adequate physical activity,and self-referralfor care;(b) communitycare
to provide information and education, namely,on breastfeeding; (c) PHC services, such as famnily
planning and good quality prenatal and postpartum care; and (d) secondary health care, such as
prenatal care for high-risk pregnancies and emergency obstetric care. Emergency obstetric care
includes (a) surgical procedures such as cesarean section; (b)anesthesia; (c)medical treatment; (d)
blood replacement;(e) manual procedures, such as the use of forceps; (0 special care for newborn
babies,such as resuscitation,and (g)management of high-riskpregnancies (Walshand others 1993).
Other Clinical Benefits

Other cost-effectiveclinicalinterventions that can be publicly financed even in low-income countries are assessment, advice, pain alleviation, and treatment of infection and minor trauma. Treatment of more complicated conditions should be publicly provided as resources permit. Some of
this care is provided at the PHC level, but the services of district hospitals are often required
through outpatient services and emergency units. Nurses and midwives can deliver a significant
part of the basic health benefits package, while physicians carry out team supervision, provide
essential clinical care, and handle more complicated cases.A district hospital, with about 1 bed
per 1,000population served, is needed to provide inpatient and specialized outpatient care, but
the hospital would be able to perform only basic surgery. A higher-level hospital would be required for more complicated care (World Bank 1993).
Integrating Cost-Effective Care through Provider Networks
To move from the present model of disjointed care to one of integrated, cost-effective services
focused on client needs, investments are needed in three areas: (a) the organizational and technological development of health networks, that is, a diversification of the array of health services to respond effectively and efficiently to different health needs and the development of
modern referral systems; (b) the training of health and health-related professionals, such as
general practitioners and teachers, who need to acquire new attitudes and skills; and (c) a
reform of the way public funds are allocated and providers are reimbursed to favor more
cost-effective interventions, to promote efficient use of resources, and to ensure that a larger
share of resources benefits the poor.
Health Care Networks

To provide cost-effectivecare in an efficientway, the authorities will need to replace the current
division and hierarchy of services with health care networks with modern referral systems, where
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information and money follow the client. Health services have traditionally been conceived of as
a pyramid of increasing complexity and cost, with PHC at the base, acting as the gatekeeper for
the use of secondary and tertiary care. However, at present, most public health systems in the
Central Asian republics are organized into competing and isolated subsystems, with poor communications and inefficient referrals. As noted earlier, hospitals compete with general practices
and health centers, vertical programs have clinics side by side in the same town, and individual
care is piecemeal and often inefficient.
The innovative forms of provision organization and financing that many countries are experimenting with could contribute to improved equity, quality, efficiency, and accessibility of
health services. Health networks, such as the National Health Service in the United Kingdom,
and health maintenance organizations in the United States, are composed of an array of health
and health-related services that cover different health needs and that can include home care,
mobile clinics, health centers, referral and emergency services, hospital satellite clinics, outpatient surgery, day and night hospitals, and regular hospitals. As mentioned earlier, providing
cost-effective interventions may require different types of organization, such as
* Vertical national programs, as in the case of TB, which may require partial hospitalization
* Integrated PHC services that provide immunization, family planning and STD prevention and treatment, prenatal care of low-risk pregnant women, management of
noncomplicated cases of ARI and diarrheal disease, and essential clinical care
* Integrated primary and secondary health services that provide surgical contraception, prenatal and obstetric care of high-risk pregnant women, emergency obstetric care, emergency services, and more complex clinical care.
Some effective interventions, such as cataract surgery, are not cost-effective when compared
with others, because they are traditionally carried out in hospitals, where costs are high. If they
were provided in an ambulatory setting, for example, day surgery, their cost-effectiveness would
increase dramatically. In a Mexican study of 120 health interventions, among the least
cost-effective services were inpatient diagnosis, counseling, pain relief and palliative treatment, and hospitalization of patients suffering from psychiatric disorders. In industrial countries such as the United Kingdom and the United States, ambulatory services, supplemented
by day or night hospitals when needed, provide most care of this type, and palliative treatment is provided either at home or in special homes that are less costly than hospitals. This is
of special interest in the Central Asian republics, where hospitalization is still the rule for many
interventions that could be provided safely and more efficiently in an ambulatory setting. For
example, STDs do not normally require admission into an hospital, and obstetric deliveries
can be safely handled with shorter lengths of stay.
In a modem health network, the community-based general practice or health center can maintain its central role, acting as the main provider of PHC and the system's gatekeeper (both gate
opener and gate closer). However, for general practices to play such a role, health professionals
must acquire new skills, adequate referral and emergency services must be put in place, and financial mechanisms must provide incentives for clients and professionals to use cost-effective care.
Referral and Emergency Services
The provision of integrated, cost-effective care through health care networks requires well-developed
referral routines and emergency medical services. Effective referral systems are underdeveloped in
many countries, including the Central Asian republics. In a tight economic situation, people tend to
solve their health problems locally,because communication systems and transportation either do not
function or are unreliable. Experts advocate public investments in modem referral and emergency
services, because they can help save many lives. For example, to reduce fatalities and disabilities
caused by injuries, they recommend upgrading PHC and integrating it with emergency units in
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hospitals.This is becauseeffectivepreventive strategiescan avoid the loss of more than 45percent of
the expectedDALYsresulting from injuries,while emergencymedical servicescan reduce fatalities
and disabilitiescaused by injuriesby 50 percent.
Referralsystems require communication skills, equipment, transportation, operational guidelines concerning the flow of information and patients, and care protocols of emergency aid in
different settings. Information about patients and reasons for referral can be stored and transmitted in several ways, some of which are patient friendly, while others keep patients as passive, noninformed subjects of health processes. Information can be stored in traditional paper
records or in electronic records, and both can be kept either by health professionals or carried
by patients themselves in the form of patient cards. For example, patients normally keep their
immunization records, but health professionals keep most other health and medical information that would be relevant in a self-referral, professional referral, or an emergency situation in
the clinic or hospital. In most countries, patients transmit medical information orally or it is
provided by means of a letter or telephone call from a health professional, while in high-income
countries health services may be electronically linked to each other and information may be
transmitted electronically.Some OECD countries are testing so-called smart cards as a way to
make information follow the patient.
Traditionally,the communication equipment needed for referrals and emergency situations
includes telephones and radios, with the latter used mostly in remote locations where telephones
are not available or do not function properly. In higher-income countries the communication
equipment includes a number of electronic devices that can facilitate communications and improve the efficiency of networks, including (a) pagers that allow patients to contact physicians
no matter where they are; (b) phones, including cellular phones; (c) facsimiles;and (d) computerized information systems. Health information systems may link, for instance, an emergency service run by a nongovernmental organization, the police, or firefighters to emergency medical
services. The sophistication of these systems has increased steadily during the last ten years,
allowing for electronic transmission of oral and written information, as well as images, and, for
example, permitting a general practitioner working in a remote area to transmit an X-ray or
electrocardiogram to be interpreted by a specialist in a more technologically advanced medical
center. Sometimes expert systems, which can assist a nurse in diagnosis and treatment when the
doctor is not available or help a general practitioner handle a situation that would normally
require a specialist,supplement this communication technology.
Referral and emergency services need different types of transportation, including (a) regular
cars or vans assigned to transport patients and health professionals between the community and
health services and between health services; (b) ambulances equipped with more or less sophisticated equipment for transporting women in delivery and newborns, patients with injuries,and
patients in cardiac arrest; and (c) helicopters or planes, which are extremely expensive to maintain, and should therefore only be used for transportation from remote locations when other
alternatives are not available.
New Skills and Practices

The provision of cost-effectiveinterventions through health networks requires new attitudes,
skills, and practices, which can be achieved by training new health and health-related professionals, retraining existinghealth professionals, and adopting updated care protocols and guidelines for service provision.
The Central Asian republics have been developing the new specialty of family medical practice, but they need to train and retrain other health and health-related professionals, such as
health promoters and health educators, general practitioners, paramedics, health service managers, and information specialists. Existing professionals, such asfeldshers, midwives, and nurses,
need to be trained to practice more independently to provide, for example, family planning and
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essential obstetric care at the community level. Teachers need training in health education, as
opposed to nursing. Health educators need training in behavioral change, that is, in methods to
increase knowledge and change attitudes and practices related to health. General practitioners
need training in such areas as adolescent health, family planning, and STDand HIV prevention
and treatment, as well as in communication skills. Health service management is a new career in
the Central Asian republics that requires training in such skills as organizational behavior, financing and allocation methods, and negotiation skills.
Care protocols and guidelines for health services are being updated throughout the Central
Asian republics, but the authorities need to put more effort into this area. The Central Asian
republics adopted the WHO schedule for immunization and are adopting modem protocols of
care for the management of the sick child. However, they may also want to consider adopting
modem care protocols for treating TBand STDs,for providing family planning and safe motherhood programs, and for providing other clinical care. Guidelines for health services that define
the functions each kind of service is to perform and protocols of care need to be disseminated
more effectively,and health professionals need to be trained in the updated protocols.
The training of health and health-related professionals can be accomplished in a variety of
ways. Investments should concentrate on (a) training trainers; (b) retraining existing professionals based on a decentralized (local, district, or regional) approach; (c) launching new training
programs, such as training paramedics, health service managers, and health information specialists; and (d) reviewing curricula and the organization of training for existing professionals and
institutions. For example, the curricula of pedagogical institutes may need to be revised to integrate modern health promotion and health education into teacher training, and these institutes
could be called upon to cooperate in training other health educators, as Estonia already does.
Nursing and medical school curricula may need to be updated to reflect the concept of
cost-effectivenessin the reduction of the burden of disease and to introduce new care protocols.
For example, new and existingfeldshers,midwives, nurses, and general practitioners need to be
trained in immunization, management of the sick child, family planning, safe motherhood care,
and prevention and treatment of TB and STDs.
New Financing Incentives

The way in which providers are reimbursed can be used as an incentive to promote cost-effective
interventions, to increase the number of choices available to beneficiaries, and to stimulate the
creation and sustainability of health care networks capable of providing integrated care. Prospective global budgets for regions or hospitals are now the rule in OECDcountries, but they are
calculated in different ways. Regional authorities and/or hospitals receive a fixed budget that
they are free to manage, but are also responsible for the accompanying financial risk. If they
spend more, they have to borrow; if they are efficient, they may keep the savings. The main
objective of global budgets is to control public expenditures and to force providers to be more
efficient.The United Kingdom is currently testing global budgets for both hospitals and PHC.
Global budgets, based on capitation and linked to performance contracts, are a way to ensure
that the predefined package of essential public health and clinical services is delivered to a defined population at an agreed standard of quality. In most countries where general practice is
well developed, for instance, Holland, Portugal, Spain, the United Kingdom, general practitioners are paid a certain amount per year per patient enrolled in their list, and their contracts
specify the type of services they have to provide, and sometimes the minimum standards of care.
Global budgets can also be used to promote the integration of a wide range of services that
every patient requires. In the United Kingdom the government is giving selected general practice fundholders not only the money to pay for the ambulatory care the practice provides, but
also the funds to purchase hospital and other ancillary care on behalf of the beneficiaries. In this

IntegratedCost-Effective
Care:TheMissing LinkbetweenCommunity,Primary,and SecondaryCare

55

way the general practitioner becomes an administrator of the public funds available for the care
of each beneficiary enrolled. In the United States health maintenance organizations contract with
health care providers from a global budget for each of their enrollees. With that money they
provide all necessary care, mostly directly, but sometimes through subcontracts.
Reimbursement systems in which the money follows the client, for example, via vouchers,
allow beneficiaries to choose their providers, thereby introducing competition among providers
on the basis of quality, price, or both, and may be used to target the poorest groups. Colombia
and the United Kingdom allow patients to shop around between general practitioners and between public hospitals. In the city of Sao Paulo, Brazil, the municipality granted its health services to seven professional cooperatives, and gives all citizens US$100 per year to purchase care
from the cooperative of their choice.

Conclusion
This chapter reviewed the criteria that decisionmakers usually follow to allocate scarce health
resources, namely, the scale of health problems, their vulnerability to known interventions, and
their social value, as well as the criteria that the World Bank has been recommending for making
rational choices about health, that is, burden of disease, cost-effectiveness, targeting of the poor,
and public utility. The chapter also described some aspects of the provision of the most
cost-effective health interventions, focusing on the need for integrating primary and secondary
health care. Most cost-effective interventions that deal with major health problems can be provided in the community in a PHC setting, but in many cases, such interventions are best provided in district hospitals and other secondary health care services, which calls for good integration of services. To move toward more integrated provision of cost-effective care, investments
are required in training professionals, such as general practitioners and teachers, who need to
acquire new skills in such areas as communication and health education; developing health networks, including efficient referral and emergency systems; and creating financial incentives to
promote more integrated provision of cost-effective care to the poorest groups.
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The Rationalizationand Managementof Hospitals
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London School of Hygiene and Tropical Medicine

In common with the other countries of the former Soviet Union and Central and Eastern Europe,
the Central Asian republics possess excessivehospitals and hospital bed stocks, but significant
inefficiencies exist in the way in which they use their hospital sector resources. This chapter
outlines how the Central Asian republics might improve the efficiencyof their hospital sectors in
the near future, both at the level of efficient operation within hospitals and more efficient configuration of hospital systems as a whole. The chapter seeks to provide an overview of contemporary approaches to and problems inherent in strategic management of hospital systems, efficiency improvement, hospital reconfiguration and system rationalization, with referenceto the
experiences of countries within and outside the region. It does not focus in detail on the effects of
different payment mechanisms on hospital efficiency,but on the management techniques that
must be employed to effect actual change under any provider payment system.
Current Trends in Hospital Provision
The hospital sector has been undergoing a process of change and evolution in most countries in
recent years. This section outlines the scale of these changes and considers the forces that continue to drive such evolution.
Trendsin Countries of the Organizationfor Economic Cooperation and Development
The key trend in the hospital sectors of most Organization for Economic Cooperation (OECD)
countries in recent years has been a significant reduction in the number of beds, both in terms
of beds per 1,000population and, in most countries, in the absolute number of hospital beds. In
all cases, this reduction in beds has been facilitated by substantial reductions in length of stay
(box 4.1).Table 4.1 summarizes changes in bed provision in selected OECD countries between
1980and 1990.While length of stay and bed numbers fell in almost all OECD countries, the
rate of admission to hospital moved in different directions in different countries, for example,
the rate of admission per 1,000population rose in Denmark, Germany, Turkey, and the United
Kingdom, but fell in Canada, Ireland, the Netherlands, and the United States.
Trendsin Central Asian Republics
The hospital sectors of the Central Asian republics are generally characterized as having a high
ratio of beds to population, long lengths of stay, and high rates of admission when compared
Theauthorgratefullyacknowledgestheinvaluablecontributionsto the preparationofthischaptermade
by NigelEdwards,JaneHaycock,and UrsulaWemekeof the LondonHealth EconomicsConsortium.
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Box 4.1. The Hospital Bed Stock in England
The public hospital service in England has substantially reduced the size of its bed stock over the last
two decades, while achieving continuous improvements in efficiencyand productivity. Between 1980
and 1990the number of National Health Servicehospitals in England declined by more than 20 percent, and between 1982and 1995the total number of National Health Service beds fell by 39 percent.
During this latter period the number of acute beds fellby 25 percent, the number of mental illness beds
fell by 50 percent, and the number of mental handicap beds by 72 percent.
Whilethe reduction in the number of mental health beds reflected the implementation of a policy of
community-based care that actively sought to reduce the number of patients requiring hospitalization,
in the acute hospital sector the workload rose continuously despite the falling bed stock. Inpatient
admissions rose by 32 percent between 1982and 1995,while the number of day cases expanded by 256
percent (or 21 percent per year). Overall, the number of patients admitted to hospital during this period rose by 60 percent.
The rapid expansion of day surgery and day case procedures and the dramatic reductions in length
of stay were clearly responsible for the significant increase in hospital productivity. In 1982the mean
length of stay in acute specialties was 8.6 days, but by 1993/94this had fallen to 5.4 days, a reduction of
37 percent. The number of acute beds had therefore fallen at a lower rate than had length of stay,
allowing a real increase in the number of cases treated.
Thus if length of stay can be reduced at a faster rate than the rate of closure of beds, a smaller
absolute number of beds can effectivelybe converted into increased inpatient capacity. However, if
beds are closed faster than length of stay can be reduced, fewer patients can be treated overall.

Table 4.1. Beds per 1,000 Population, Selected OECD Countries, 1980 and 1990
All specialties
Country
Canada

a

Denmark
Germany
Ireland a
Netherlands
Turkey
United Kingdom a
United States

Acute beds

1980

1990

1980

1990

6.9
8.3
11.5
9.6
12.3
2.2
8.1
5.8

7.2a
5.7
10.4
6.1 a
11.5
2.1
7.6 a
4.7

5.4
5.7
7.7
5.6
5.2
1.5
2.9
4.2

4.7
7.5
3.5 a
4.3
1.8
2.4 a
3.6

5Q0a

a. 1989-data.
Source:OECD (1993).

with OECD countries. Table 4.2 displays recent World Health Organization data on hospital provision and use in the five Central Asian republics. As can be seen from a comparison with table
4.1, bed provision was significantly higher in the Central Asian republics in 1994 than in the
selected OECD countries in 1990. In 1990 admission rates per 1,000 population in the same OECD
countries ranged from 124 per 1,000 population in the United States to 187 per 1,000 population
in Germany, compared with a low of 170 per 1,000 population in Turkmenistan in 1994 and a
high of 213 per 1,000 in Tajikistan in 1993. Such a comparison tends to confirm the perception of
substantially higher bed provision and hospitalization in Central Asia, although bed provision
and length of stay are relatively higher than admission rates.
However, this static comparison disguises the fact that trends in bed provision in Central Asia
during the last ten years have been similar to those in the established market economies. In all
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Table4.2. HospitalStatistics,CentralAsian Republics,1994
Country
Kazakhstan
Kyrgyz Republic

Tajikistan
Turkmenistan
Uzbekistan

Beds
(per1,000population)

Admissions
(per1,000population)

Averagelength
of stay (days)

12.1
9.6

182
177

16.8
15.4

9.1

213a

14.3a

11.5
8.8

170
193

15.1
14.3

a. 1990data.
Source:WHO (1995).

the countries of the region except Tajikistan, the ratio of hospitals to population has been falling
since 1980.The ratio of hospital beds to population has fallen in each republic except Turkmenistan,
and admission rates have fallen in all of them. The length of stay, while dropping slightly, has
generally fallen at a much slower rate than the reduction of the bed stock.
Clearly, the impact of economic transition has provided the main impetus for change to date,
with fiscal constraints forcing a reduction in capacity and activity. Since 1990 infrastructure reductions have been accompanied by reductions in medical staffing in each of the five countries.
The more limited changes in length of stay during this period are of interest, as they suggest that
clinical practice has not necessarily changed to keep pace with economic realities.
Factors Driving Continued Change
A number of long-term trends working in parallel have driven the changes in inpatient bed
provision and length of stay seen in the OECD countries, namely:
* Technological advances in drugs and therapeutic methods have allowed shorter stays in
hospital because of faster recovery times.
* More procedures can be performed as day surgery or day attendance for clinical investigation, thereby expanding dramatically the number of procedures for which overnight
admission is no longer necessary.
* Therapeutic technologies have increasingly allowed more conditions to be managed on
an ambulatory or primary care basis, thereby allowing sufferers from many chronic diseases to avoid many visits to hospital for the routine management of their conditions.
* Deliberate cost containment policies have attempted to reinforce and accelerate the pace
of the trends in health care technology, with most health care financing organizations actively seeking to avoid hospitalization and reduce lengths of stay.
These trends are as relevant to clinical practice in the Central Asian republics as they are
anywhere else in the world. In many cases, however, the continued use of norm-based resource
allocation systems has impeded their uptake. Clinicians and managers who, for example, attempt to implement such changes as reducing lengths of stay can find themselves penalized for
failing to meet bed use targets, and risk losing resources as a result. Practitioners therefore face
powerful incentives not to change established patterns of treatment, hospitalization, and bed
use. As a result, resources are used inefficiently and patients are denied the opportunity to benefit from lower-intensity treatments and shorter periods of hospitalization.
To date, a far more powerful pressure that has been forcing change in provision and activity
in Central Asia has been affordability. The period of economic transition has seen substantial
reductions in public revenues, and hence in public expenditure. This serious and persistent
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shortfall between the revenues available to finance health care and the cost of operating the
existing health infrastructure at "acceptable" levels of quality has led to the growth of a substantial financing gap. In Kazakhstan in 1994,for example, the real per capita value of budgetary health expenditure had fallen to only 40 percent of its 1990level. In all the countries, part of
the burden of closing this financing gap has fallen upon the shoulders of individual patients in
the form of increasing responsibility for the purchase of drugs, supplies, and other essentials
and unofficial payments to providers. At the same time, policy interventions have been designed to mobilize greater financial resources for the health sector by expanding user charges
in the public sector, developing compulsory health insurance schemes, and experimenting with
the promotion of private health insurance.
Clearly, however, the mobilization of extra financing closes the financing gap from only one
side. The scale of the mismatch between available financing and operating costs can, of course,
also be reduced if the total cost of health care provision can be pushed down. Whether the reduction in bed provision in the region detailed in table 4.3 is the unintended result of the shortfall of
resources, represents a deliberate attempt to reduce costs to move closer in line with available
funds, or is a combination of the two, the trend it reveals will clearly continue for the foreseeable
future. The need to run the health sector at an affordable and efficient scale of operation is already inescapable for all the governments in the region. The vital question to be answered is
whether the reductions in cost and infrastructure that are the logical sequel of the financing
shortfall will be directed and shaped by rational policy,or whether they will be dictated by events
and institutional failures.

Models of StrategicChange
A range of different approaches to bringing about change in the hospital system are available.
Arguably, all such policy options seek, via differing mechanisms, to achieve one or more of the
following objectives:
* To reduce the use of hospital services by reducing admissions, bed utilization, or both
* To improve the technical efficiencyof resource use within hospitals, that is, to achieve the
same output for less input
* Tochange the size, shape, and configuration both of individual hospitals and of the hospital system overall.
One could view the first two objectives as microlevel aspects of efficiency,in that they take
place essentially at the level of the individual hospital or facility, and the third objective as
macrolevel dimension of hospital efficiency,in that it is concerned primarily with the system as a
whole and the interaction of individual hospitals to make up a complete service. While certainly
Table 4.3.

Changes in Provision, Central Asian Republics, 1985-94

(percentagechange)

Country
Kazakhstan
Kyrgyz Republic

Beds
(per 1,000 population)
-11
-20

Admissions
(per 1,000 population)

Length of stay (days)

-25
-28

-1
-7
-

Tajikistan

-14

-

Turkmenistan

+18

-14

-7

Uzbekistan

-26

-22

-10

-

Not available.

Source:WHO (1995).
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not a hard and fast distinction, the chapter will use this differentiation as a convenient distinguishing feature in the ensuing discussion of policies and approaches to improving hospital
efficiency.Clearly, however, a vital link exists between the microlevel and the macrolevel, in that
an ideal policy would ensure that microlevel efficiency improvements could be fully translated
into macrolevel gains.
Differentcountries have employed differing combinations of market-based or planning mechanisms to pursue these objectives.Indeed, most of the microlevel management techniques can be
used within the hospital sector regardless of the particular payment system or of the publicprivate mix in the health system as a whole. Distinctionsbetween market and planning approaches
are more important when macrolevel changes are to be effected.Overall, a range of general policy
approaches whose aim is to effect change in the hospital system can be identified that operate on
both the demand and supply sides of the equation. Such approaches range from short-term measures at the operational level to long-term strategic responses at the national level. Table 4.4
summarizes the key approaches.
Reimbursement and Payment Systems
As noted earlier, undertaking a detailed examination of the incentive effects of the many different payment and reimbursement options open to policymakers in the hospital sector is outside

Table 4.4.

Typology of Policy Approaches

Supply side approaches
Indirectmechanisms
Changingbehaviorvia reimbursementsystems
Changing market structure and behavior by
changing ownership (e.g.,privatization of
hospitals and facilities)

Demand side approaches
Indirectmechanisms
Employingpayment incentivesto encourage
treatment of patients in primary or ambulatory care

Introducing user charges and copayments

Using global budgets, possibly in combination
with other efficiencytargets (e.g., staffing)
Changingcaredelivery
Adopting treatment protocols

Demandmanagement
Initiating an appropriateness and utilization
review

Introducing performance management (e.g.,
setting targets for length of stay, promoting
day surgery)

Introducing "evidence-based purchasing,"
specifying explicit rationing of treatments,
specifying a basic package of interventions

Implementing business process reengineering

Developing primary care substitutes

Adopting cost reduction and efficiencytargets

Promoting social and domiciliary care
Strengthening disease prevention activities
Adopting managed care or disease management

Planningapproaches
Implementing hospital closure and
reconfiguration programs
Source:Author's research.
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the scope of this chapter. Rather, it focuses on identifying mechanisms that operational staff may
employ to implement and achieve the objectives that such incentives are trying to signal. Note,
however, that different payment regimes and structures can have different and powerful incentive effects,both intended and unintended. Whether funds are transferred via complex reimbursement systems or via simple global budgets, policymakers must always remember that payment incentives rely for their success entirely on individual clinicians and managers responding
in the way the system's designers had intended. Thus certain conditions are necessary for any
payment system to be likely to achieve its aim, namely:
* It must send unambiguous messages about the response required and include unambiguous penalties for failure to respond appropriately.
* It should anticipate, and as far as possible neutralize, gaming responses, but policymakers
should understand that providers will find ways of circumventing and gaming under
almost any conceivable system.
* It should make clear the consequences of financial failure on the part of providers when a
market or quasi-market approach is adopted, that is, it should stipulate whether they will
oTwill not be rescued from bankruptcy if things go wrong.
* Its mechanisms should contain positive incentives for institutions and individuals to improve their performance, rather than the minimal (but often rational) response of simply
reducing their workloads.
Sometimes using simple global budgeting combined with explicit targets for reducing length
of stay and other performance measures to ensure that the correct response is achieved may be
an easier approach. Complex case-mix-based systems may unintentionally prove less able to
drive home unambiguous messages to local managers and clinicians, because of their very sophistication or because of unanticipated perverse incentives.
Preventing

Admission

One important approach to reducing hospitalization is, of course, to try to prevent admission to
hospital in the first place. Four main groups of techniques to prevent admission can be identified, and these are discussed in the following paragraphs.
Expanding Ambulatory and Day Surgery in Hospitals

In Ireland, the United Kingdom, and the United States the use of day case procedures has
expanded dramatically during the last decade, and is now growing elsewhere in Europe (AbelSmith and Mosialos 1994). Ambulatory surgery and investigation have represented important
means of avoiding hospitalization for a range of procedures that would previously have required admission, including inguinal hernia repair, breast biopsy, varicose vein stripping, cystoscopy, arthroscopy, myringectomy, laparoscopy, and termination of pregnancy. However, not
all day case activity is necessarily a direct substitute for admission. The introduction of new
technologies like endoscopy may mean that some day case work represents new demand. The
following three factors are important when considering the introduction of ambulatory surgery on a large scale:
* Day surgery and investigation is usually best carried out in a self-contained, dedicated
day care facility within a hospital, and should not use the main operating theaters and
bed space on inpatient wards. It is important to insulate day care activity from inpatient
activity to reduce disruption and to limit the impact of unexpected peaks in emergency
demand on scheduled workload.
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* Some of the efficiencybenefits of day surgery may be lost if inpatient capacity is not closed
when day surgery capacity opens. If beds do not close, day surgery may simply facilitate
extra admissions (that is, through supplier-induced demand).
* Day surgery may sometimes lead to an apparent increasein mean length of stay in surgical
inpatients (depending on the data collectionconventions used), because day surgery tends
to selectless acutely ill patients, leaving the more severely ill patients in inpatient beds.

Using Primary Care to Avoid Admission
Developments in pharmaceutical technology have permitted the safe and effectivemanagement
of a growing range of conditions without recourse to hospitalization. In many countries, primary
care increasingly plays the lead role in the day-to-day management of such varied conditions as
asthma, chronic obstructive airways disease, angina, broncho-pneumonia, hypertension, peptic
ulcers, skin ulcers, and diabetes. However, the ability of primary care to substitute effectivelyfor
hospitalization depends entirely on the existence of a safe, cost-effective, and readily available
drug or intervention.
Primary care clearly has a vital role to play in disease prevention, and hence can have a
long-term impact on hospitalization if it can reduce the incidence or severity of a particular condition. The evidence that investment in primary care infrastructure or personnel can of itself
directly reduce hospitalization is much more ambiguous. In the United States a number of studies suggest that low levels of insurance coverage (and hence low access to primary care) may be
linked to higher rates of admission to hospital (see, for example, Bindman and others 1995;
Blumberg 1994).Only limited evidence exists from other countries that possess more comprehensive access to primary health care, such as Norway or the United Kingdom (Fylesnes 1993).
Guaranteeing universal access to reasonable quality primary care probably does avoid some
inappropriate hospital admissions, and a clearly defined gatekeeper role for primary care likely
does prevent some cases from unnecessarily entering hospital. However, oncepolicymakers have
achieved comprehensive accessto basic primary care, current research cannot show that further
development of primary care will yield continued reductions in hospitalization.
Raising Admission Thresholds
Raising the threshold level of severity of illness at which a patient is admitted to hospital is a
possibility. In particular, the use of assessment units to hold patients for observation, rather than
admitting them straight to a bed, can screen out borderline cases who do not actually require
admission. A key example here is using an assessment unit to rule out acute myocardial infarction when patients arrive at a hospital with chest pain (Gaspoz and others 1994).Targeted training of admitting staff can also improve their confidence in diagnosis decisions, and hence reduce
admission rates, for example, in children's asthma (Connett and others 1993).The general importance of high standards of training among junior admitting doctors and early access to routine
diagnostic facilities, for example, 24-hour availability of basic pathology laboratories, in reducing inappropriate admissions to hospital cannot be overemphasized.
Similarly,specialist technology and deliberate changes in operating methods can be used to
maintain patients who require specialist care outside hospital. Some approaches shown to have
achieved a reduction in admission rates include the following:
* Developing a domiciliary management scheme using telephonic fetal heart rate monitoring for high-risk pregnancies (Dawson and others 1989)
* Introducing community clinics and domiciliary visits by a team of specialist physicians
and nurses (Swift and others 1993)
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Having physicians make weekly visits to elderly patients with severe congestive heart
failure, which in Israel appeared to more than halve annual admission rates (Komowski
and others 1995).
Such approaches do not guarantee successfulresults, however. Annual comprehensive home
health checksby specialist geriatric nurses in both California (Stuck and others 1995)and south
Wales (Pathy and others 1992)failed to reduce admission rates in those older than 75.Delivering
specialist care in the community may also be resource intensive, and may not necessarily be
cheaper or more cost-effectivethan standard inpatient care.
Implementing User Charges

Where user charges are levied for inpatient care, they will likely exercisesome deterrent effecton
admission rates. However, effectiveuser fees should be able to distinguish between appropriate
admission, that is, user charges should not deter patients from going into hospital when they
genuinely require treatment, and inappropriate admission, that is, user charges should only deter patients from entering hospital when they do not actually need to be there. Unfortunately,
few data are available for examining this relationship except one American study (Siu and others
1986),which found that increasing levels of cost-sharing by patients had the effect of reducing
both inappropriate and appropriate admissions indiscriminately.The study therefore concluded
that cost-sharing alone is too blunt an instrument to prevent unnecessary admissions successfully without adversely affecting patients who genuinely required hospitalization.
Reducing Length of Stay
Indirect measures to reduce length of stay include the development of case-mix or diagnosisrelated group payment systems based on target lengths of stay and the specification of explicit
length of stay targets by planning authorities. Such approaches are intended to provide clear
incentives to avoid excessivelengths of stay. However, if set too high, length of stay targets may
unintentionally have the effect of confirming suboptimal practices and reducing incentives to
press for continual length of stay improvements. Diagnosis-related group-based payment systems can also be vulnerable to manipulation by providers, or may require sophisticated audit
and enforcement systems. Direct measures aimed at reducing length of stay can be broadly
grouped into two categories: (a) changing the organizational and clinical management of patient
care, and (b) using utilization review techniques to identify and expedite early discharge.
Management of Care

A variety of countrieshas used various new modelsof care deliveryto try to achieveearlier and more
predictable discharge of patients from hospital. One approach involves the use of integrated care
pathways (or anticipated recoverypathways). Integrated care pathways specifyin advance the detailed plan of care to be executedfor a particular condition,including the timing of differentinvestigations, procedures, and key events such as discharge. Health system staff can then monitor the
progressof care againstthe plan, note variancesfrom the plan, and make suggestions for continuous
efficiencyand quality improvements.This approach is particularly useful in assisting the efficient
programming of multiple investigationsin parallel, and can help reduce inefficienciescaused by
undertaking investigationsone after the other,which can prolong hospital stays unnecessarily.
A variety of other approaches to achieving early discharge revolve around the establishment
of new care delivery systems that can pick up patients being discharged from hospital at a relatively early stage. Intensive home nursing care or specialist "hospital at home" has been used in
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the United Kingdom (Hensher and others 1996;Hollingworth and others 1993)and other countries for some time. Nurses provide care in the home that a patient's family does not have the
skills to provide, but that does not require the use of a hospital bed. The development of nursing
homes, the redesignation of former acute hospital beds to lower-intensity nursing home status,
and the conversion of smaller hospitals into nursing homes can provide a destination for early
discharge from hospital in which cheaper, lower-intensity care can be provided for older patients. Development of the nursing home sector appears linked to reduced hospitalization rates
in Ireland and the Netherlands, and is being actively pursued by the Hungarian government as
one solution to that country's problem of excessbed provision. For such a process of redesignation
to be more than mere sleight of hand, however, the staffing patterns of nursing homes must be
dramatically different from those of former hospitals and should need little or no direct employment of physicians. The payment system must also reward nursing homes for accepting patients
and hospitals for achieving earlier discharge.
Utilization Review

Utilization review is a clinical and managerial audit technique developed in the United States. It
seeks to answer two questions in relation to inpatient episodes: first, was the admission necessary, and second, could the patient now be cared for outside hospital? The technique was rapidly
adopted in the United States as a means of improving efficiencyin bed use (Payne 1987),and
recent years have seen considerable effort to unify approaches and develop more robust and
reliable methodological tools for utilization review (Inglis and others 1995). Researchers have
undertaken a number of studies in relation to applying utilization review in the United Kingdom
that have indicated that on any given day, some 10 to 20 percent of all patients occupying hospital beds could be better cared for elsewhere ((Namdaran, Burnet, and Munroe 1992;Seymour
and Pringle 1992;Victor and others 1993),and that inappropriate bed utilization is particularly
prevalent among older patients. A technique that appears to be achieving some success in U.K.
hospitals is to appoint a discharge coordinator, whose full-time job is to undertake utilization
review, identify individual patients who could be discharged, and help coordinate the discharge
arrangements to ensure that the patient leaves the hospital promptly.
Staffing Skill Mix
An important longer-term measure in increasing hospital efficiencyin many countries has been
the substitution of cheaper staff to undertake duties previously carried out by more expensive,
more intensively trained staff. For example, in U.S. hospitals, nurse practitioners (nurses with
higher levels of training and the ability to perform minor procedures and prescribe basic drugs)
are employed in place of medical staff in ambulatory care settings. In the United Kingdom, health
care assistants (staff with a basic one-year of training) now carry out much routine, ward-based
inpatient care, thereby permitting a reduction in the number of more highly paid and skilled
professional nurses required to supervise and run wards. The current high levels of medical staff
relative to nursing staff found in Central Asia could, over a period of years, be shifted through
enhanced training and status for nurses to a more cost-effectivemix of skills.Admittedly, much
smaller differentials in medical and nursing pay mean that the potential gains from such a policy
would be relatively limited in Central Asia at present.
Efficiency in Hospital Purchasing and Procurement
One strategy many countries, including the Central Asian countries, have pursued as a potential
means of making efficiency savings has been to increase the use of competitive tendering and
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purchasing in the procurement of supplies to ensure that health systems secure the best prices.
Public hospitals in many European countries have also increasingly adopted the practice of contracting out for the provision of support services. Key services that appear to lend themselves to
provision by the private sector include catering, cleaning, laundry, security services, and, increasingly,diagnostic laboratory and pathology services. If a central or municipal authority responsible for a number of hospitals lets out contracts, contracting out can allow economies of
scale through the centralization of support services.
While offering real potential for savings, contracting out can lead to problems in ensuring
quality control, particularly when few competitors exist for the firm operating the contract. Another risk is that focusing management attention on contracting out support services can divert
attention from the core functions of the hospital system. While the United Kingdom has achieved
real, and in many cases substantial, financial savings from employing this approach, it clearly
does not achieve any significant change in the nature or organization of care delivery, and could
thus be accused of diverting managerial attention to areas that are marginal to the successful
improvement of health care delivery.Note that little compelling evidence exists to support the
superior efficiencyof internal contracting models, in which departments within a hospital contract with each other to supply services to one another.
Performance Management System
Attempting to enhance the hospital sector's microlevel efficiency and performance across the
board is clearly an ambitious and complex task. Unless efficiencyquestions are to be left entirely
to the market to resolve (where one exists), strategic authorities (central and local government,
health insurance agencies, and so on) are likely to spend a considerable amount of their time
pondering questions of efficiencyenhancement. Whether or not the payment system is also being used to provide efficiencyincentives, policymakers must consider the underlying targets to
be achieved and whether they will be transmitted implicitly via payment mechanisms or explicitly in the form of performance targets for public agencies.
Table4.5presents classichospital performance targets employed around the world that might
be of particular relevance to the Central Asian republics. The development of targets is a complex undertaking that demands high-level analytical and conceptual skills if it is to succeed.
Planners should therefore consider the appropriate level at which such target setting should take
place. For example, they might decide that national ministries of health should develop a framework of targets and guidance and indicate a common direction, but allow local agencies to set
the precise levels local hospitals are to achieve. Clearly,for any target-setting exercise to succeed
it must be accompanied by a series of positive incentives (be they at the institutional or personal
level) and penalties for failure, penalties that participants believe will be invoked.
Achieving

Systemwide

Change and Rationalization

Improving the efficiency of resource use at the level of the individual hospital may not necessarily lead by itself to significant savings or changes in resource use for the hospital system
as a whole. Certain common features of hospitals as clinical and economic units may limit
the scope for cost reductions at the microlevel. The internal organization of hospitals under
all organizational frameworks-public
or private sector, global budgets or health insurance
reimbursement systems, and so on-tends to revolve around units of fixed cost. For example,
if 5 beds are closed on a ward of 30 beds, the hospital may ultimately realize only limited
savings, because the complement of nursing and medical staff required to maintain 24-hour
cover will remain unchanged. Even the closure of a whole department may have little impact on overhead costs, such as administration or energy, if the rest of the hospital remains
functioning. Under certain capital accounting regimes, empty building space released by
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Table4.5. ClassicHospitalTargets
Target

Issuesfor consideration

Day surgery cases as a proportion of all surgical
cases, e.g., 'In 1997,25percent of all surgical
cases will be day cases."

Requires precise definition of what constitutes a
day case and how day cases will be counted. Are
some day cases new work?

Mean length of stay, e.g., "In 1997,mean length
of stay for surgical patients between 15 and 65
years old will be 4 days."

Must be specific to age groups and specialties.
What should the target be for hospitals that have
already achieved such a length of stay? Will
people be discharged too early simply to meet
the target?

Throughput per bed, e.g., "In medical wards,
throughput per bed will be 45 patients per year."

Are inpatient beds actually being used for day
cases? A high throughput might appear to be
generated by using beds for day cases, but beds
may still lie empty much of the time.

Bed occupancy,e.g., "In 1997, average bed
occupancy in all inpatient wards will be
85 percent."

What is the right target? Low bed occupancy is
inefficient, but high bed occupancy (more than 90
percent) risks periodic bed shortages when
throughput is high. Bed occupancy targets might
interfere with length of stay targets as patients
are kept in hospital to maintain occupancy.

Source:Author'sresearch.

capacity closures will be counted as an overhead cost on the remaining departments. Much
of the cost of hospital care is, of course, composed of staff costs, so that marginal reductions
in beds or activity may yield little saving if jobs are not shed. The use of hospitals as training
facilities for medical and nursing staff may lead to a reluctance to close down or reduce
particular functions or departments without which that institution may no longer be able to
offer a full training program.
Given these features, measures to improve the efficiency of hospital operation should simultaneously tackle the structure of the hospital system as a whole. The only viable means of eliminating fixed costs in a way that will maximize resource savings to the system as a whole is likely
to involve closing entire hospitals or facilities and diverting their workload to those hospitals
that remain open. Given the acute budgetary constraints and health financing gaps currently
experienced in Central Asia, rationalization at the whole facility level seems likely to be the course
of action that will maximize the reduction of total system costs.
Special Features of Hospital Systems in Central Asia
The historical evolution of hospital systems in Central Asia has given rise to a number of characteristics that any discussion of system-level restructuring should consider. These features are
particularly pertinent to any consideration of the scope for savings in the hospital sector.
Specialist hospitals are common throughout the region, and each oblast will generally have a
complement of specialist hospitals for oncology, narcology, dermatology, and sexually transmitted diseases. Many other countries would not have such hospitals at an equivalent administrative or geographic level. Policymakers
in many countries are now questioning
the
cost-effectiveness of specialist hospitals, even at the level of national tertiary referral centers.
While tuberculosis (TB) is clearly a high-priority health problem, the continued existence of
large TB hospitals or sanatoriums, again usually down to oblast level, ties up resources for the
care and treatment of this disease in a mode of care that cost-effective and readily available pharmaceutical and therapeutic technologies have rendered obsolete.
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The existence of the national tier of institutions also tends to lead to duplication and distortion. Many national-level hospitals increasingly do not serve as tertiary, super-specialist national
resources, but overlap excessively with local secondary care hospitals. Anecdotal evidence from
Bishkek, for example, suggests that residents of that city account for 35 to 50 percent of the
workload of the national hospital sector in the Kyrgyz Republic, while constituting only 15 percent of the national population. This indicates either that national facilities are failing to provide
satisfactory access to super-specialist care to the rest of the population, or that they are simply
supplementing the city's secondary care system.
The continued provision of hospital services by public sector bodies outside the health sector
can also lead to ineffective use of health care resources and duplication of services.
In common with virtually every country in the world, the Central Asian republics display a
bias toward hospital provision in larger cities, and much more limited access to health facilities
in rural areas. They also display the common trend of excessive concentration of facilities in
capital cities (box 4.2).
Future Directions
Thus given the evidence, one can make a relatively compelling case that hospital systems in
Central Asia should undertake a significant and far-reaching process of rationalization. The benefits of rationalization around a reduced number of hospitals can be summarized as follows:
* It would allow financial savings to maximize the affordability of the hospital system in the
short run.
* It would take advantage of economies of scale arising from such indivisible costs as site
maintenance and facilities costs.
* It would improve clinical outcomes by concentrating specialist services in centers of excellence (which may not necessarily be single specialty hospitals).

Box 4.2.

A Tale of Three Cities-Specialist Services in the Capital

Capital cities frequently have relatively greater numbers of hospitals and beds than the rest of the
country. In London, for example, a recent analysis (Raftery and Edwards 1994)found that London
residents use 4 percent more beds and bed days per capita than the rest of England (17 percent more
when only Inner London was considered),even followingadjustment for differing age structures. Similarly, Budapest is home to nearly 30 percent of all hospital beds in Hungary, but only 19 percent of the
population. Capital cities also tend to be the home of a large number of specialist facilities.The table
below compares the provision of key specialist services in three cities, London, Budapest, and Bishkek
in 1994-95.
Category

London

Budapest

Bishkek

Population (millions)
Number of cardiaccenters
Number of neuroscience centers

7.0
14.0
13.0

2.0
10.0
21.0

0.5
7.0
8.0

Number of cancer centers

13.0

5.0

1.0

The evolution of such patterns of care often owes more to historical accident than rational design.
Increasingly,analysts and policymakers are becoming concemed that specialist treatment and diagnostic centers are often wastefully duplicated, leading to lost economies of scale, a damaging dispersion of research and teaching effort, and, most important, potentially poorer clinical treatment outcomes (see,for example, Blackand Johnston 1990and Sheldon,Ferguson,and Posnett 1997for examples
of differentperspectives in the debate on the relationship between workload and quality of outcomes).
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* It would achieve a shift away from intensive hospital-based care where cost-effective alternatives exist, for example, in the treatment of TB.
* It would achieve a more equitable distribution of hospital services between urban and
rural populations and capital cities versus other regions.
Key issues arising from the current structure of hospital services in the region that policymakers
will need to discuss relatively soon include some of the following:
* An appropriate model for general and emergency care hospitals, for example, multispecialty
general hospitals with emergency departments that serve a specific catchment district,
specialist regional trauma centers that serve larger regions
* The duplication of services between oblasts and local administrations and a clearer delineation between secondary and tertiary care services
* The future provision of tertiary services, whether by means of single specialty hospitals or
multispecialty tertiary centers
* Appropriate models of maternity care for the future and the value of separate institutions
for the provision of maternity care.
In particular, policymakers should take care to avoid adverse decisions that could result
from current pressures to reduce capacity and costs. For example, anecdotal evidence from
Kazakhstan suggests that in response to recent instructions from the central government to
begin closing entire hospitals, at least one oblast closed a number of rural raion-level facilities. While this may have been politically and administratively easier than closing urban
specialist facilities, such responses could have negative affects on the rural population's access to care, while failing to attack the real problem of excess provision and duplication in
cities. Of course, discussing what could or should be done is easy, but actually making it
happen is quite a different matter.

Bringing about Strategic Change at the System Level
Little has been written about the process of bringing about strategic rationalization and restructuring of hospital systems in any country, successful or otherwise. This section is therefore
unashamedly more subjective and anecdotal in approach and content. It attempts to highlight
the key factors governments or authorities must consider when embarking on a program of hospital rationalization, the likely obstacles to change, and the possible strategies to overcome them.
Evolutionary or Planned Change?
The concentration of hospital services, reductions in beds, and continuous improvement in hospital productivity visible in countries such as the United Kingdom are the outcome of long-term
trends in medical technology and provision that have been operating in recent decades. In the
United Kingdom a continuous reduction in hospital length of stay can be traced back to the late
1940s. Bed and hospital stock reductions began in earnest in the 1950s as communicable and
infectious diseases such as TB were controlled and treatment technologies changed. A deliberate
policy of attempting to shift psychiatric care out of long-term hospitals and into a communitybased service began in the 1960s and continues to evolve today. Fully ascribing long-term changes
in hospital provision, especially in the area of general hospital services, to particular acts of deliberate policy is frequently hard, if not impossible.
A key question for policymakers in Central Asia, particularly in those republics that have
introduced or are considering introducing a quasi-market-style, case-based reimbursement system is the extent to which market-based financing systems can achieve change in pattems of
provision in a manner that maximizes economies of scale in an acceptable time frame. The
theoretical model underpinning the market and quasi-market model suggests that over time
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the purchasers of health care (health insurance funds, health departments, general practice
fundholders, and so on) will identify those hospitals that offer lower costs and/or more
cost-effectiveoutcomes, and shift patient flows away from higher cost providers to these more
competitive hospitals. Thus the more expensive hospitals will tend to lose their workloads,
and hence their source of revenue. They will therefore begin to close and leave the market,
leaving a reduced number of cheaper, more efficient hospitals treating the same total workload
at a lower cost. Such a market-led approach, by definition, does not require deliberate rationalization planning by government. Experience from around the world suggests that in practice,
markets and quasi-markets may not necessarily be capable of achieving such a desired solution because of a number of common features of financing and provision systems. Anumber of
factors may interfere with the smooth progress of markets toward capacity-reducing solutions
to excess provision, of which the following are the most important:
* The introduction of competition between hospitals may have the perverse effect of leading to more duplication of services between providers, rather than less. Culyer and Posnett
(1990)identify U.S.evidence that suggests that hospitals may well compete for patients by
providing extra facilities, equipment, and specialist services.
* Traditional referral patterns and habits may prove hard to change, especially when they
are the result of self-referral by patients. If hospital reimbursement takes place retrospectively, failure to deliberately change referral patterns will simply lead to a static
continuation of provision. Prospective reimbursement systems are better able to move
"chunks" of workload away from one hospital to another, but may be resisted by referring physicians or individual patients. Conflict between health purchasing authorities
and local family practitioners over attempts to restrict referral rights to preferred providers was an important feature of the first two to three years of the U.K. National Health
Service's "internal market."
* Even when faced with workload flowing away to competing providers, hospitals may
prove to be remarkably resilient to declining revenues. After four to five years, a significant number of U.K.hospital trusts are in serious financial difficulties after losing workload
and failing to reduce their costs,but no acute hospitals have been closed to date because of
market conditions. Hospitals have shown tremendous resilience and survivability during
the last few years of financial crisis in Central Asia as their revenues have declined drastically below the levels required to fund operations fully. Poorly performing hospitals may
be remarkably hard to finish off by financial means alone. In particular, much tighter restrictions on hospitals' ability to run and maintain deficits and to delay payments to creditors will be required to provide market discipline.
* The destabilization and reductions in quality that occur as too many hospitals compete for
limited resources may become increasinglyunacceptable to the public, clinicians,and government alike. A quick coup de grace may be preferable to a lingering death.
* Finally, the political costs and difficulties of allowing hospitals to fail cannot be stressed
enough. Local communities perceive hospitals as symbolically significant, thus communities and voters may punish administrations who allow "their" hospital to die. Avoiding
pressures to intervene to save a dying hospital, no matter how technically desirable its exit
from the market may be, could thereforebe difficult.
In the United Kingdom the large-scale reconfiguration of hospital services following the 1991
National Health Service reforms have required significant planning intervention by strategic
authorities to bring about the change needed. This is also likely to be the case in Central Asia,
especially given the urgency of achieving rationalization in hospital services. The scale of service
duplication and the gravity of the resource situation in the region make a wait and see policy a
risky course of action.
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Obstacles to Planned Rationalization

Adopting a planning approach to bringing about strategic rationalization of hospital services is
not a straightforward process. Many of the significant obstacles to change clearly relate to the
fact that making a rationalization plan a technical and nonpolitical process is virtually impossible. Important group interests are at stake, and public opinion may resent perceived attempts
to reduce their accessto care. Politicalfactorswill therefore inevitably influence technical considerations and debates, and marrying up technical expertise with senior political commitment is
essential (seebox 4.3 for a case study). From international experience, some of the key obstacles
and challenges that the authorities should anticipate and overcome will include the following:
* Resistance to proposed changes by the medical profession, motivated by fear of unemployment and loss of power. Rationalizing hospitals can imply a strategy of divide and
conquer, and powerful medical professions may respond to such an approach by becoming more determined to present a united front.
* Localcommunities may be resistant to rationalization and the loss of facilities, and political considerations may cloud technical issues, particularly when elections are imminent.
* Organized business interests and local enterprises may also prove resistant to the loss of a
perceived benefit to their workers.
* Achievement of consensus on the appropriate technicalbasis for defining service requirements and the criteria that will govern which hospitals will be considered for closure may
prove surprisingly difficult.
* Tensionsmay develop between differentauthorities and the agenciesresponsiblefor implementing rationalizationand restructuring.Localand central governnent and differentministriesmay developtheirown individualpreferences,whichcould interferewith implementation.
* Incorporationof trainingand professionaleducationrequirementsinto a viableplan forservice
deliverymay be complex,and past regulationson trainingaccreditationrequirementsmay not
be compatiblewith the serviceconfigurationthat best meets the needs of health caredelivery.
* Rationalization will almost certainly require additional resources in the short term to provide bridging financing and to finance the investments needed to upgrade those facilities
onto which services are to be centralized.

Box 4.3. The TomlinsonReviewof London'sHospitalSystem
In 1991-92,the U.K.government undertook a major review of London's hospital provision, prompted
by a general acceptancethat London was overprovided with beds in comparison with the rest of the
country. A review body was established under the chairmanship of Sir Bernard Tomlinson,a leading
academic, whose mandate was to focus on the scale of bed provision and its appropriate level, the
appropriate configuration of specialist services,and the appropriate role of primary health care.
A series of subcommittees undertook detailed reviews of specialist services in a number of key
areas, including children's, cancer, cardiac, renal, and accident and emergency services.These specialist reviews compared London specialistswith other national leaders in their fields to review evidence
on best practice worldwide and relate it to the pattern of services in London.
The recommendations of the specialty reviews were then combined to develop an action plan that
identified services to be centralized and those hospitals that would find services removed from their
sites. Ministers then took responsibility for the detailed implementation of this plan. One major teaching hospital had most of its acute and specialist services removed and was converted to a primarily
geriatric care role. Another teaching hospital was merged organizationally with a neighboring National Health Service Trust, and most tertiary services were transferred. The closure of a number of
small, singlespecialty hospitals was also planned followingthe review,although some of these changes
have yet to take place. In addition, the review resulted in the investment of substantial additional
resourcesin London's primary health care services,in the hope that improved primary care standards
would reduce the use of hospital services by London's population.

72

MartinHensher

Moving Forward

The need to begin a detailed discussion of restructuring options in the hospital sector in all the
Central Asian republics is urgent. The government of the Kyrgyz Republic has taken a lead in
establishing a review body that will develop a rationalization and reorganization plan for health
facilitiesin Bishkek.Other governments need to develop their own strategies in this area, both to
deal with the particular needs of their capital cities and the wider national picture. The essential
elements of such an exercisewill include the following:
* Determining the appropriate level at which different elements of rationalization will be
undertaken-national, regional, local-and the lead agencies that will take responsibility
for guiding the process and ensuring that responsibilities are consistent with current responsibilities for management and financing (those who develop the plan must be those
who have the means to implement it)
* Delivering a firm commitment to the process of restructuring and the implementation of
rationalization measures at the highest ministerial level
* Developing a structure to undertake analysis, identification, and evaluation of options
and identification of a preferred approach that from the outset includes key medical leaders in the fields being examined, and that has access to personnel trained in the appropriate analytical and planning techniques
* Ensuring that ministers are kept closely involved and committed to the technical process
* Having in place a concerted public information strategy to ensure that, from an early stage,
the public and the health care professions understand the reasons for and the benefits of
eventual service restructuring
* Identifying in advance and engaging appropriately the interest groups likely to be affected by rationalization or likely to exert influence over its implementation
* Making provision for one-time financing needs for bridging finance, necessary investment, and rehabilitation
* Making financial provision for the impacts of restructuring on health care employment,
for example, early retirement of senior staff, retraining for redeployment in primary care,
retraining for the pursuit of new careers in other sectors
* Taking into account the changes that may need to be made in primary care services, in
resources to support large-scale hospital rationalization, and in primary care.
As noted earlier, any systemwide restructuring program must actively incorporate a variety
of approaches to improving microlevelefficiency.Countries can only gain the maximum returns
to restructuring when they combine microlevel and macrolevel solutions in a consistent form.
Given the urgency of rationalization because of resource constraints, a phased approach may be
the most appropriate. An early phase, for rapid implementation in a time span of months (rather
than years) should involve eliminating some of the obvious examples of service duplication visible throughout the region, for instance, city and oblast maternity hospitals operating alongside
each other. A second phase could involve reconfiguring services where immediate solutions are
less over a somewhat longer time span. However, the authorities should resist the temptation to
pick easy targets, such as rural hospitals. Even a rapid rationalization program should be based
on a conscious and considered policy, and not simply follow the line of least resistance.
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5
FinancingHealth Care
Julian Le Grand
London School of Economics and Political Science

Many countries throughout the world are reforming their health care systems. Government dominated systems, which are historically based on a combination of state financing and state provision, are experimenting with making greater use of private financing and market or quasi-market
delivery systems. Market-based systems, which rely basically on private financing and private
provision, are attracting government attention and, in some cases, increased goverunent intervention. Nowhere is this reform process more intense than in the countries of the former Soviet
Union. Emerging from an entirely state dominated system with inherited problems associated
with central planning, they have been searching for viable alternatives to both the old system of
health care financing and the old system of health care delivery.
This chapter concentrates on issues concerning the financing of health care, and only addresses health service delivery issues where they are relevant to financial issues. Specifically,the
chapter attempts to summarize some of the principal advantages and disadvantages of alternative forms of financing for health care systems in the context of Central Asia.
Assessment Criteria
Any discussion of the merits and demerits of alternative proposals for health care reform,
including the reform of health care financing, has to have some criteria against which proposals need to be judged. Such criteria may be grouped under the headings of efficiency,
equity, and feasibility.
Efficiency

Any discussion of an efficient system of health care financing has to begin with the fundamental
issue of quality Few would disagree with the proposition that a health care system should deliver good quality health care, and hence that in evaluating different methods of financing,
policymakers must take their potential impact on quality into account. The difficulties arise in
defining what is meant by quality. An obvious dimension of quality is what might be termed the
output of the system, that is, its impact on the health of the individuals that it treats and, through
them, its impact on the health of the nation as a whole. However, such impact is notoriously
difficult to measure, and in practice, quality indicators often tend to focus either on throughput
measures, such as the number of patients treated, or input indicators, such as the number of
physicians or of hospital beds per 1,000people. Although relatively easy to measure, these kind
of indicators often seem to bear little relationship to output, as demonstrated by those countries
with high values for inputs or throughputs whose populations suffer from poor health, for example, many countries of the former Soviet Union.
Quality, however measured, would not be the only criterion by which to judge a health care
system. An extremely high-quality system might also be an extremely expensive system. It
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might also be wasteful in terms of resources. Ideally, what is needed is a system that delivers
health care of maximum quality at minimum cost in terms of the resources devoted to it, that
is, an efficient system.
In this connection the distinction between macro-efficiencyand micro-efficiencyis useful.
Macro-efficiencyrefers to the proportion of the nation's gross national product (GNP) devoted to
health care.Table5.1provides some estimates of the proportion of gross domestic product (GDP)
spent on health care in the countries of Central Asia. The levels of spending appear to be quite
high compared with other countries with similar national incomes; however, they vary significantly between the countries and over time, and in the case of the total spending estimates at
least, what data they are based on is not clear.The figures are also quite old, but trends since 1990
have been downward, so expenditure today as a proportion of GDP is almost certainly lower
than that reported here.
Micro-efficiencyrefers to the health system's ability to use whatever resources it has to maximum effect.A micro-efficientsystem would be one that used only those clinical procedures that
had been demonstrated to be cost-effective,that reduced excessive lengths of stay in hospitals,
that economized on drug prescribing, and so on. A micro-efficientsystem would also be one that
was technologically innovative, whose participants were always seeking ways to reduce costs
without reducing quality, or to improve quality while keeping costs constant, through technological advance or through new management techniques.
Of course, in practiceno health care system anywhere is perfectly micro-efficient.Smith (1991)
argues that only 15percent of the clinicalprocedures commonly used in Western countries are of
proven cost-effectiveness(see Bunker and others 1994 and Ellis and others 1995 for opposing
views); lengths of stay in hospital vary dramatically between countries for no obvious clinical
reason; and drug prescribing habits also differ sharply, again with no apparent clinical justificafion (OECD 1993).However, the key to attaining micro-efficiencyprobably does not lie in endlessly trying to measure resource use, but in setting up proper incentive structures, so that those
responsible for allocating resources have incentives to be efficient.
Equity

Equity, or social justice, is a contested term, and we cannot explore its interpretation in detail
here. However, distinguishing between equity considerations arising on the financing side of
health care and those on the delivery side is useful. On the financing side, two basic principles of
equity commonly figure in the debates about the concept: the benefit principle and the ability to
pay principle. The benefit principle requires that those who benefit from the service should pay
for it, and that the amount of payment should in some way be related to the benefit received. In

Table 5.1. Health CareExpenditures as a Proportion of GDP, 1990 and 1993
(percent)

Total (public
and private)
1990

Public 1990

Public 1993

Kazakhstan
Kyrgyz Republic

4.4
5.0

2.8
3.3

2.4
2.8

Tajikistan

6.0

4.4

-

Turkmenistan
Uzbekistan

5.0
5.9

3.3
4.3

-

Country

Not available.
Source:World Bank (1993a,b; 1994b).
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contrast, the ability to pay principle requires payment to be organized not according to the benefit received,but in such a way that individuals pay according to their means. The application of
one principle may conflict with the other. For instance, ifpoor people use the service more than
richer ones, then applying the benefit principle would require that the poor pay more, while
applying the ability to pay principle would require that they pay less.
On the delivery side, again two principles appear in most discussions of the issue: equal
treatment for equal need and equality of access.Equal treatment for equal need requires that all
those with a similar need for treatment should receivesimilar treatment, and that the amount of
treatment they receiveshould not depend on any factor irrelevant to that need, for instance, their
income, gender, ethnic origin, religion, or place of residence. A common interpretation of equality of access is that everyone should face similar personal costs of accessing health care, that is,
no one should have to travel too far, wait too long, or pay too much for access to medical facilities. Although the principles are similar, they are not identical. A system that offered equality of
access might not provide equal treatment for equal need, because some of the people in need
might, for reasons of their own, choose not to access medical facilities.
Feasibility

However appealing grand principles of efficiencyand equity might be for guiding reforms of
health care systems, reforms are only as good as the institutional and administrative structures
needed to implement them. Good management and administrative skills are scarce and, in consequence, proper implementation and administration can be costly.It does not matter who advocates a particular health care reform-an outside expert, a minister, or a ministry official-if the
institutional and administrative apparatus required to implement it is not in place or if it would
be prohibitively expensive to introduce. Hence, when trying to evaluate different kinds of reforms, examining the institutional and administrative requirements for putting them in place
and comparing them with the system's ability to meet those demands is essential.
Another important feasibility consideration concerns political and social acceptability.Again,
conceiving grand reforms is of little use if they contain elements that are diametrically opposed
to the culture and traditions of the country concerned. In that case their implementation may
encounter severe political resistance; and even if that is successfully overcome, their implementation is likely to be subverted in various ways by the professions, by officials responsible for
implementation further down the line, and/or by patients themselves.
Systems of Health Care Financing
We now tum to the assessment of alternative systems of health care financing. As a benchmark,
before examining other systems, we begin with an analysis of a fully privatized system with
voluntary private insurance.
Voluntary Private Insurance

The possibility of fully privatizing Central Asia's health systems has not been discussed as a
serious option for reform. Nonetheless, analyzing the characteristics of privatized systems is
useful as a means of comparison with other systems that involve some form of public intervention. Moreover,some have suggested the use of voluntary private insurance for Central Asia as a
way to supplement public health systems, thus for this purpose too some understanding of the
way such a system might work is helpful.
A privatized health system would have the following features: hospitals would charge their
patients a price that varied according to the type and length of their treatment; family doctors
would operate similarly, charging for consultations and treatment; and patients in need of
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medical care could go to the doctor or hospital of their choice, provided only that they could
pay the appropriate charge out of their own income or were covered by a health insurance
policy that could pay the fee. To provide health insurance, private insurance companies would
compete with one another to attract customers; people would pay the insurance premiums
either out of their own income or as a fringe benefit from their employer; and the insurance
company would determine the amount of the premium for each individual based on its assessment of the probability or risk of a claim by the individual concerned.
The principal arguments in favor of this system relate to the criteria of quality and efficiency.
As people would be free to choose their providers, doctors and hospitals that provided lowquality treatment for high prices would lose customers to those who provided better and/or
cheaper services.For instance, a doctor who acquired a reputation for making wrong diagnoses,
holding half-hearted consultations, or keeping patients waiting a long time would lose patients
to other doctors who were known for their medical successes and ease of access. Similarly,a
hospital that did not use cost-saving technology would have to charge higher prices than its
more efficientcompetitors, and would eventually be driven out of business. Thus medical practitioners of all kinds would have a strong incentive to improve their standards of service and
reduce their costs.
Furthermore, patients would have freedom of choice. People could choose the doctor, the
hospital, and the treatment that suited them best. Doctors and hospital staff would be attentive
to their patients' desires and preferences, knowing that their incomes depended on it. The result
would be a system of health care financing-and delivery that delivered high-quality care at the
least possible cost: a system that was both macro-efficientand micro-efficient.Moreover, this
private model would have advantages relating to some of the other criteria; namely, it would
accord with the benefit principle of equity, because those who benefited would be those who
paid, and it would not involve any administrative costs for the government, because the government would not be involved.
With so many advantages (most of which are simnilarto the advantages of market allocation for
any commodity),it may seem curious at first sight that almost no country in the world has adopted
this model in its entirety. Even the United States, which in some respects comes closest to this
model, has not left the market in health care to operate on its own. There is a high level of public
involvementin the financing of medical care at both the state and the federal levels of government.
However, on closer inspection the worldwide rejection of this model is not so surprising,
because it possesses some severe problems. Most obvious, it does not accord with equity on the
financing side according to the ability to pay principle, nor does it promote equity on the delivery side, either in terms of equal treatment for equal need or equality of access. Under such a
system the poor would have to pay a larger proportion of their incomes for any course of treatment, thereby violating the principle of equality of access. Thus treatment would be linked with
income, violating the principle of equal treatment for equal need.
The model's quality and efficiencyclaims are alsosuspect. For a health care market to work in
the way posited, consumers would have to have sufficient medical knowledge to assess quality,
otherwise they would not be able to decide who was offering good treatment and who was
offering poor treatment. In practice, for consumers to have the necessary information would be
almost impossible. In consequence, they would be in no position to reward good providers and
to penalize bad ones by shifting their custom from one to the other. Thus the engine of competition driving quality improvements would have broken down. Insofar as providers will compete
with one another, competition will not be based on the quality of medical care as such, but on
factors that are easily observable to consumers, such as the quality of "hotel" facilities in hospitals and well-publicized pieces of high-technology equipment.
Moreover,the presence of poorly informed consumers gives doctors an incentive to increase
their incomes by overtreatment. This incentive is increased if patients are insured, because the
doctor knows the insurance company will be paying, not the patient. This is the so-called moral
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hazard problem of insurance markets. Moral hazard is the phenomenon that once people are
insured against an eventuality, their actions make it more likely to occur. It arises in the case of
private health care, because neither doctors nor patients have any incentive to economize on
treatment. The insured may visit the doctor for frivolous ailments; the doctor, secure in the knowledge that the patient does not have to pay, may recommend highly expensive treatment. Both
these factors may raise utilization and costs well beyond the efficient level.
Health care insurance markets also face another problem: adverse selection. This arises when
insurance companies find distinguishing between good and bad risk individuals difficult. The
bad risk individuals are more likely, at a given price, to demand insurance than the good risks.
With no way of telling a good risk from a bad one, insurance companies will set their premiums
to reflect the average risk of all those insured. As a consequence, some of the good risks will not
buy insurance, because the premium is too high to make it worth their while. Thus the ratio of
bad risks to good risks among the insured will rise, claims will increase, and the cost of insurance
(and premiums) will go up. Yet more good risks will not buy insurance. The end result will be a
possibly quite large group of people without insurance coverage.
Finally, although administrative costs do not impinge on the government, they are likely to be
high for the economy as a whole. Private systems involve extensive billing procedures that are
expensive, and both insurance companies and medical providers are likely to spend large sums on
marketing. Administrative costs in the United States are routinely estimated to amount to 20 to 25
percent of the total costs of health care spending (see, for instance, Woolhandler and others 1993).
Private systems of health care are therefore likely (a) to provide quality care in terms of easily
observable factors, such as hotel facilities in hospitals, but not necessarily in terms of the quality
of medical care; (b) to engage in overtreatment, thus causing both macro-inefficiency and
micro-inefficiency; and (c) to have large groups of uninsured people, thereby creating inequity.
They are also likely to have high administrative costs and, especially for countries with a history
of free care, to be politically difficult to implement. By contrast, private systems are likely to be
technologically innovative and highly sensitive to consumers' desires and wants.
The country with the most developed system of private care in the world, the United States,
displays all these phenomena-hardly
a coincidence. Health care expenditures are high, equivalent to some 14 percent of GNP; more than 35 million people are without insurance coverage of
any kind; administrative costs are high; and health outcomes, relative to those in other industrial
countries, are poor. However, the pace of medical advance is without parallel, the inputs to medical
care are the best in the world, and patients generally appear to exhibit a high degree of satisfaction with the system as a whole.
Compulsory Private Savings or Insurance
Overcoming adverse selection and some of the equity problems of the full privatization model is
possible by compelling people either to save or to take out insurance. Compulsory savings involves placing funds in personal savings accounts from which individuals can draw to meet
their medical expenses up to the amount in the account. Sometimes individuals have the right to
use any balance in the account for other, strictly defined, purposes, such as providing an inheritance for their heirs. Compulsory insurance involves the compulsory payment of insurance premiums into a collective pool on which individuals can draw for all their medical expenses. No
limit is placed on how much may be drawn (or if a limit does exist, it is not related to the amount
that individuals have contributed). However, individuals do not have the right to use the insurance fund for any other purpose. The compulsory savings model is similar to that in Singapore,
where individuals must place a certain proportion (6 to 8 percent) of their wages in a personal
Medisave account, on which they draw if they need to pay for medical treatment. Several countries in Africa, in the Caribbean, and in the Pacific Islands have also experimented with compulsory savings plans. These have usually been for forms of social protection other than health care,
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such as old age pensions; however, in principle there is no reason why the same idea cannot be
applied to health care financing, as the Singapore model illustrates. Compulsory private insurance operates in Chile and has been proposed in the Netherlands.
This model seems to have similar advantages to the full privatization model and to suffer
from the same problems, except for adverse selection. However, it also has two additional problems of its own, both relating to feasibility. First, it requires a strong regulatory apparatus to
ensure that people actually make the savings or insurance payments. This is particularly difficult
if a large proportion of the population is outside the formal employment sector. The second
problem concerns the investment of the fund generated by the compulsory savings or the insurance premiums. The governments of countries employing this system for financing social protection have found resisting the temptation to plunder the fund if it is in surplus difficult, either
directly or by forcing the fund managers to invest in low-yield government securities (World
Bank 1994a). In consequence, in many countries that have experimented with such schemes the
rates of return have been low or negative, prompting widespread dissatisfaction with the schemes,
and in many cases their abandonment. Even in Singapore, real returns have averaged around 2
percent per year, significantly below the return on privately invested portfolios in most countries
of the Organization for Economic Cooperation and Development, raising serious questions about
the fund's ability to meet its long-term commitments. In short, if used for health care financing,
the system may lead to underfunding of health care, and hence to macro-inefficiency.
Allowing private investment or insurance companies to manage the fund might overcome
this problem. They could either bid to manage the fund for, say, five years, with competitive
bidding at the end of each five-year period. Alternatively, the system could consist of separate
funds, with different investment or insurance companies managing the different parts. This is
the pattern Chile uses for compulsory health insurance, and it has been reasonably successful. It
is also somewhat similar to the recent proposals for health care reform in the Netherlands.
However, once again the institutional and administrative requirements are high. In particular, either private investment or insurance companies must exist in the country concerned, or, if
not, creating them or bringing them in from outside must be possible. Furthermore, if several
funds are permitted and they are allowed to compete with one another for custom, marketing
costs will need to be added to the overall costs.
Social Insurance
Social insurance is the model of health care finance many Western European countries follow,
and some Central Asian countries, such as the Kyrgyz Republic, have actively explored its use. It
has some similarities to compulsory private insurance, although the similarities should not be
overemphasized. As Appleby (1992, p. 116) has pointed out, in some respects calling it insurance
at all is misleading, because it has little to do with the actuarial concept of insurance. The term
insurance is being used here not as a technical description of a system based on risk assessment,
but in a more colloquial fashion simply to suggest protection.
Under a social insurance scheme, both employers and employees contribute to a social insurance fund, out of which payments are made to providers, usually on a fee for service basis.
Sometimes the fund is national; sometimes a country has many funds based on industry, occupation, or region. Sometimes a central government agency runs the fund or funds, and sometimes independent nonprofit organizations do so. In the latter case, the scheme resembles the
compulsory private insurance schemes, except that the premiums are based on individuals'
incomes, not on the risks of their making a claim. Also, people are not usually offered a choice
of fund manager. Contributions are assessed as a percentage of income or of wages. Under
some schemes, a record of the contributions made is kept for each individual, and those whose
record is such that they do not meet certain minimum conditions concerning contributions are
not eligible to receive treatment.
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Social insurance systems tend to deliver high-quality health care. Because they are generally
coupled with fee for service systems of payment, as in the privatized system, doctors have incentives to recommend more treatment than may be strictly necessary, and hence they create pressures
for overtreatment. Put another way, social insurance systems suffer from the problem of moral
hazard. Therefore politicians are often under pressure to raise contribution levels to pay for this
extra treatment. There is usually less political resistance to raising social insurance contributions
than to raising other forms of taxation, and therefore the upward pressure often succeeds. In consequence, social insurance schemes often tend to be macro-inefficient relative to other taxation-based
systems, taking up larger proportions of GNP and with higher spending overall.
Another potential source of macro-inefficiency concerns the wider effects on the economy.
Social insurance, being effectively a tax on the payroll, can increase the cost to employers, and
hence raise overall production costs. This may not be desirable for the countries of Central Asia,
given their process of transition to a market economy and the possible inappropriateness of raising labor costs at this time. However, social insurance does not necessarily raise labor costs. If
employers have monopoly power in the labor market (as will be the case if, for instance, the state
is the major employer), then the tax, including even the employer's contribution, may be partially, or even wholly, offset by lower wages. Moreover other systems of health care financing
may suffer from this problem to a greater or lesser extent. Indeed, whatever system of health care
financing a country employs, the burden of paying for health care will always fall on the economy
somewhere, and often that will be on the employer. In the United States, for instance, employers
bear most of the cost of private health care by having to offer elaborate health care packages to
their employees-a burden that is so great that on occasion it has led to major corporations lending support to proposals to introduce national insurance.
This macro-inefficiency results partly from the relatively low political resistance to raising
contributions. However, it also results from the system of paying providers through fee for
service, which one could argue is not a necessary feature of social insurance. If the system
were, for instance, one of capitation payments, then this element of the pressure for more spending would be reduced.
So far as equity on the financing side is concerned, as social insurance payments are usually
related to income, they tend to be equitable according to the ability to pay principle. However, they
are not related to treatment actually received, so they violate the benefit principle. With respect to
equity on the delivery side, social insurance systems remove financial barriers to attaining equal
treatment for equal need and equality of access for those in the system. However, if particular
groups who are excluded, for instance, those whose contribution records do not meet the necessary
minimum levels, then serious equity problems may arise. Such groups may have access to some
other publicly funded system of health care, but this would have to be of lower quality than that
provided under the social insurance system, otherwise people would have no incentive to contribute to social insurance. Inevitably, therefore, inequality of access is present so far as quality of treatment is concerned, and hence the system provides unequal treatment for equal need.
The funding mechanism under social insurance systems is transparent and clear, and perhaps for that reason they tend to be quite acceptable politically. They are also relatively simple to
administer in countries where a high proportion of people work in the formal sector, as has been
the case in some of the Central Asian countries, where state and collective farm employees make
up a large proportion of the working population. However, this situation is changing as the
economies of Central Asia move toward a more market-oriented structure, with a consequent
increase in private sector employment, self-employment, and unemployment. In general, special
arrangements will have to be made for the self-employed to ensure that they contribute as much
as the combined total of employer and employee contributions for their equivalents in formal
employment. The unemployed also present difficulties. One solution is for the state to make
contributions on their behalf, as is the case in Kazakhstan, and has been proposed for the Kyrgyz
Republic. Moreover, whatever special arrangements are made for groups such as the unemployed,
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some people will always slip through the safety net, such as those who have made inadequate
contributions, recent immigrants, and so on. For these, some backup system will have to be set
up, and the costs of setting up and administering this system will have to be included in the
overall administrative costs of the social insurance framework.
Finally, many countries with systems of social insurance that are industry or occupation based
have encountered mobility problems as workers try to move from one occupation to another. For
this reason, if the countries of Central Asia are to follow the social insurance route, we recommend that they follow the single fund, national insurance model. To encourage efficiency in
administration, they could contract the running of the scheme to a private agency for a fixed
term, with the contract subject to a competitive bidding process.

Hypothecated Taxation
Hypothecated taxes are taxes whose revenue is reserved for a particular purpose, in this case,
the financing of health services. Some forms of social insurance can be viewed as a form of
hypothecated tax, because they generally involve a payroll tax whose revenue is used for a
sole purpose. More generally hypothecated taxes are of two kinds: those based on income and
those based on expenditure or consumption. Australia, for instance, uses a hypothecated income tax of 1.25 percent, while hypothecated taxes of both kinds have been proposed for the
United Kingdom (Jones and Duncan 1995).
Hypothecated taxes levied on income have similar advantages and disadvantages as social insurance. This is not surprising, given that, as noted, social insurance can itself be viewed
as a form of hypothecated tax on income. Hypothecated taxes levied on consumption also
have some of the same advantages, for instance, they are transparent, and therefore less
subject to political manipulation than general taxation. They also have some advantages of
their own. If they are levied on health-damaging activities, such as taxes on alcohol or tobacco, for example, they discourage those activities and can improve health directly without
calling on the curative health services. This can increase their political acceptability. They
can also be relatively easy to administer, especially if they are levied on goods with controlled outlets. Taxes on health-damaging activities can also be viewed as equitable according to the benefit principle of equity.
However, hypothecated taxes on consumption also have their disadvantages. First, the poor
tend to indulge in some of the more prominent health-damaging activities, such as drinking and
smoking, more than rich people. Hence taxes on these activities tend to be regressive, taking a
greater proportion of the income of the poor than of the rich, and thus violating the ability to pay
principle of equity. Moreover, these taxes may lead to the poor having less income available for
other expenditures. Thus they may reduce those expenditures, perhaps by cutting back on healthpromoting consumption, such as nutritious food, and thereby damaging their health. However,
this regressiveness argument has to be treated with care. Some evidence from the United Kingdom indicates that despite taxes on tobacco being regressive on average, an increase in the tax
may be progressive (Townsend 1995). This apparent paradox arises because the increase leads to
a greater reduction in the taxed activity (that is, smoking) by the poor than by the rich, and so
their tax bill goes up by a much smaller amount than that of the rich.
A second problem with hypothecated taxes of all kinds is that if they are operating in combination with other sources of financing, such as general taxation, the ministry of finance may use
them simply to replace revenue from these other sources, with no net increase in the funds available for health care. A third problem is that they are unlikely to be macro-efficient, because the
revenue they raise will vary according to fluctuations in their tax base, and not according to the
nation's health care needs. So, for example, a successful campaign to reduce smoking would
reduce the revenues from a tax levied on cigarettes, while at the same time increasing the demand for health care services because of people living longer.
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However, despite these problems, the use of hypothecated taxes on consumption has some
potential in Central Asia. Estimates indicate that a 15percent tax on cigarettes in Turkmenistan,
for instance, could generate revenue equivalent to 10percent of the health budget. Equivalent to
a hypothecated tax on alcohol would be reducing the subsidy on vodka consumption and using
the revenue thus saved for health expenditure. Estimates suggest that in Turkmenistan, if the
subsidy were removed completely and vodka was sold at the market price, the savings would be
enough to pay for the entire health budget.
General Taxation

Health services can be funded directly out of the revenues of general taxation. This is familiar to
the countries of Central Asia, and is also the system Denmark, Italy, and the United Kingdom
have adopted, among others. The most notable consequence of funding health services out of
general taxation is that it restricts the overall level of health care funding to one below the levels
generated by the principal altematives (such as social or private insurance). This is for two reasons. First, taxpayers seem to be more resistant to raising general taxes than to raising hypothecated ones or social insurance contributions. Second, in the governmental meetings that determine the allocation of revenues raised by general taxation between competing demands, the
health care sector is only one of many, often equally pressing, concerns, and in the battle between
competing priorities, it does not always win. This has a number of consequences. Most notably,
it affects macro-efficiencyand leads to possible underfunding of health services. By contrast, if
cost containment is a priority, it is probably the most effectivemechanism for attaining that end.
So far as equity on the financing side is concerned,funding health care services this way can be
equitable according to the principle of ability to pay,but this will depend on the progressivity of the
overall taxation system. Except in the unlikely event that use of the health system exactlymatches
overall tax payments, it will not be consistent with the benefit principle. As with other forms of
taxation funding, it does not involve any financial barriers to the use of the health system, and
thereforemight be thought to contribute to equity on the deliveryside by promoting both equality
of access and equal treatment for equal need. However,here again the restrictivenessof the funding regime and the consequent necessity to ration the servicemay cause difficulties,becausewhatever rationing procedures are used might also discriminate against poor people. For instance,if
funding restrictionsmean that only one hospital can be built and that is located in the capital city,
then those who live outside the city and are too poor to travel will be effectivelyexcluded.
Feasibility depends in part on the administrative costs of the various taxes that contribute to
general revenues. Political acceptability also depends on the acceptability of those taxes; however, it also depends on the extent to which the restrictions on funding lead to unacceptable
restrictions on the availability of services. If services are restricted in such a way as to lead to long
waiting lists, this may lead to a drive to find other ways of funding to relieve the pressure.
User Charges

User charges can be levied on a variety of different health services: for consultations with doctors, for drugs, for medical treatment in hospitals, for the accommodation provided by hospitals
(food, heating), and so on. They are a feature of most health systems, including those of Central
Asia; however, they are rarely used as the only source of financing, or even a major one. Most
commonly they are used to supplement other sources of financing, such as general taxation.
User charges tend to discourage the use of services, and as such may have a number of consequences. If the service discouraged is frivolous or of low value, then charging for it will promote
both macro- and micro-efficiency,but for this to occur, patients must be in a position to judge
whether treatment is necessary or not, which is rarely the case. If the service is one that is crucial
to health, charging could be damaging to people's health and socially inefficient.The potentially
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serious nature of this problem is illustrated by a study that looked at the introduction of charges
in Swaziland, which found a drop in use of valuable programs such as immunization, not a drop
in frivolous use (Yoder 1989, quoted in Abel-Smith 1994, p. 167).
Selective, service-specific charging may be a partial answer here, charging for some frivolous services, but not for other, more valuable ones. However, this depends on being able to
distinguish properly between frivolous services and valuable ones, which is not always easy,
because the distinction as to what is frivolous and what is valuable may vary from patient to
patient. In some cases, selective charging could be used to encourage greater efficiency in patients' use of services. For instance, some systems require patients to attend primary health
care facilities to assess whether or not they should be referred on to a hospital. However, patients often prefer to bypass these referral systems, going straight to the hospital when they
feel they need treatment, instead of going to the primary facility first. Such behavior could be
discouraged by levying a charge on such patients, a charge from which patients who are referred in the proper way would be exempt.
Similarly, incentive considerations can be built into prescription charges (the most common
form of charging). If the charge is a proportion of the cost, patients have an incentive to purchase too few drugs, and hence not complete their course of treatment (a particularly dangerous outcome in the case of antibiotics). This incentive can be eliminated by having a flat rate
per prescription. Charging per item prescribed is also important rather than charging per prescription form, because this gives prescribers an incentive to consider precisely what items
patients really need.
Equity issues are, of course, extremely important with respect to charges. Charging for services accords with the benefit principle of equity, but not with that of ability to pay. Charges
constitute a barrier to access to the service concerned that is greater as a proportion of income for
the poor than for the rich, and hence contribute to inequality of access and to unequal treatment
for equal need. In a survey of private payments for health care in the Kyrgyz Republic, AbelSmith and Falkingham (1995) found that nearly two-thirds of those reporting ill-health in the
richest fifth of the population used medical services, compared with only two-fifths of those in
the poorest fifth of the population. Some of this inequality was due to charging, with, for instance, nearly half of all inpatients reporting severe difficulties in finding the money to pay for
their inpatient stay. The difficulties were greater in rural areas, where incomes were lower.
Charges can be administratively costly to collect, especially if debt collection services are
required, and if they are levied on a service that was previously free, they are often unpopular,
and hence can create acceptability problems. This last may be less of a problem in the Central
Asian countries, where some form of charging seems increasingly prevalent, both officially and
unofficially. For instance, Abel-Smith and Falkingham (1995) found that 69 percent of those surveyed in the Kyrgyz Republic had made some payment for outpatient care and 86 percent has
made some payment for inpatient care. Also, the unpopularity of charges can be reduced if those
who have to pay them understand that the revenue generated is being used to improve services,
for instance, to increase the availability of drugs (Abel-Smith and Rawal 1992).
Some of these difficulties can be overcome if they are accompanied by an exemption system
for the poor. However, as Abel-Smith (1994, p. 170) has noted, "Those who claim that is practical
in a [poor] country to target charges only on those who are not poor need to be able to point to an
example where such a system works with tolerable accuracy." Informal methods, such as relying
on the local knowledge and discretion of the people running the health facility, for instance, are
subject to bias and corruption. More formal systems of means testing can be both expensive and
problematic. For instance, assessing the incomes of people who work in agriculture or in the
informal sector is formidably difficult. However, these problems may be overcome (or at least
shared) if a system of means testing is already in place for another purpose, say, for determining
eligibility for some other form of social protection. Eligibility for one could automatically confer
eligibility for the other.
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Conclusion
Of the systems of health care finance surveyed, perhaps only full privatization appears quite
unsuitable for the countries of Central Asia. All the others have potential, and it will be up to
those countries to consider which of them, or which combination,is best for their situation. However,they should remember that any system for financing health care will have its problems, and
that the search is not for the perfect system, but for the least problematic.
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ReformingMedical CareProviderPayment Systems
in CentralAsia
George Schieber
World Bank

This chapter discusses the need, underlying options, and relevant experiencesfor reforming medical care provider payment systems in the Central Asian countries. The analysis builds on the
information presented in chapter 2 of this volume.
The Former Soviet System
Under the centrally planned Soviet national health service system, which forms the common
inherited legacy for all the Central Asian countries, the Ministry of Health allocated money to all
facilities on the basis of 18-category line item budgets. Physicians and all other health personnel
were salaried employees of the state. Personnel and capital were allocated to facilities on the
basis of planning norms, and the Ministry of Labor set salaries. Aggregate expenditures were
effectivelycontrolled through this top-down budgeting process.
The health system was vertically integrated (figure 6.1),and health outcomes were relatively
good for the amounts spent. The system also performed well on both equity and accessgrounds,
because the state was responsible for providing allnecessarycare to treat an individual's condition.
Figure6.1. The VerticallyIntegratedSovietHealthSystem
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Despite these advantages, the system suffered from a number of serious problems and inefficiencies.First, planning norms resulted in large numbers of often low-quality inputs. Second, as
an unproductive social sector, the system was given low priority in terms of funding for both
capital and recurrent expenditures. Third, facility managers, physicians, and other personnel
had few financial incentives for efficient behavior, because the state owned all facilities and all
personnel were salaried state employees. Thus low levels of spending that might have been considered as evidence of macro-efficiencywere accompanied by inefficiency at the micro level, as
norms that were based neither on need nor on efficient resource use led, in practice, to inefficiency and waste. In particular:
* Norms resulted in too many polyclinics, hospitals, and personnel, and were not responsive to local needs.
* Few financial incentives for efficiencywere in place.
* All health personnel were salaried state employees, and their salaries were low.
* Utilization rates were high for a variety of reasons, including the lack of an effectivereferral system and the lack of both the diagnostic capacity and the incentives to treat people
on an outpatient basis. Moreover,poor transportation networks and the high costs of food
and fuel provided incentives for people to be hospitalized.
* Facility managers had little flexibility to manage.
* The best physicians practiced at the highest levels of the system.
* Patients bypassed lower levels of the system without penalty.
Prior to the breakup of the Soviet Union, health sector funding was already barely adequate
to support the system: diagnostic capacity and technology were limited, amenities were few,
and salaries for health care personnel were low. With the breakup of the Soviet Union in 1991,
all the Central Asian countries suffered severe declines in their gross domestic product (GDP)
and health spending, as well as the loss of substantial budgetary transfers from Russia. By
1994 real GDP had fallen by at least 33 percent, and in most countries by 50 percent or more.
Real health spending fell between 33 and 80 percent. Moreover, adjustments in health infrastructure and reductions in utilization did not keep pace with falling funds. Yetvirtually every
measure of health service capacity or use-for example, number of beds, number of admissions, average length of stay, physicians' availability, and utilization of services-still significantly exceeds the levels observed in the countries of the Organization for Economic Cooperation and Development (OECD) (see chapter 2 in this volume). Given the health systems' still

extensive infrastructure and the lack of incentives for efficiency on the part of both providers
and consumers, the efficiency gains from provider payment reforms are a critical component
of their future financial sustainability.

Basic Issues in ProviderPayment Reform
The basic approach all countries use when pursuing provider payment reforms is to
* Separate finance from provision
* Have money follow patients in the context of an overall budget
* Use incentive-based provider payment mechanisms to encourage efficiency, clinical effectiveness, quality, and consumer satisfaction.
Figure 6.2 illustrates the flows of funds in most health systems where financing and provision
have been separated. It shows the various types of approaches an insurer can use to compensate
providers for care rendered. Payments can be made directly to the provider or facility, or the
patient can pay the provider or facility and be reimbursed by the insurer. The method, unit of
payment, and level of payment all have important effects on providers' behavior (and in some
cases on consumers' behavior as well), in terms of types and number of services provided (Barnum
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and others 1995). Methods of payment may be retrospective or prospective, and can be based on
different units of payment and various methods for establishing the level of payment.
Table 6.1 contains a nonexhaustive list of the most frequently employed units of payment and
methods for establishing the levels of payment. The units of payment are arranged in ascending
order from the least comprehensive (individual fee for service) to the most comprehensive (a
fixed payment per year for all services, or full capitation).
Provider payment incentives are quite powerful and can have major effects on the type, quantity, and quality of services rendered. Therefore, for any reimbursement system it is important to
monitor costs; quality; access; impacts across all provider types; and the impacts across all public
and private payers, including those paying out-of-pocket. One other important aspect of medical
care provider payments is that achieving efficiencies across the entire health system is difficult in
the absence of a single payer or a single set of rules that apply to the entire system.
Figure 6.3 illustrates the difficulty of assuring efficiency in a system in which different payers
use different rules to pay medical care providers. In such systems, providers generally "cost
shift" by providing more services for those payers with higher rates. This frequently results in
access problems for certain segments of the population and cost escalation, especially when providers can influence the quantities of services provided.
Table 6.1. Most Common Units and Levels of Payments to Providers
Unit of payment
Individual service
Per visit or encounter
Per day
Per admission
Per episode of illness
All services supplied by that provider for some fixed period of
time (i.e.,budget, salary)
All or a defined set of servicesfor an individual for a fixed period
of time (i.e.,full or partial capitation)
Source: Author's research.

Level of payment
Providers' costs
Providers' charges
Administratively set by payor
Negotiated
Competitive bidding

90

GeorgeSchieber

Figure 6.3.
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One of the most difficult aspects of developing a payment system, both conceptually and
practically, is setting payment rates that reflect the costs of producing the service efficiently (Jencks
and Schieber 1991). Failure to set payment rates correctly will result in access problems and
diminished quality, or windfall profits and cost escalation. Those designing the system must
always keep in mind the cost, quality, and access tradeoffs. The steps necessary to develop and
implement a system are as follows:
*
*
*
*
*
*
*
*
*
*
*
*
*
*

Define services covered, that is, the benefit package.
Obtain unit service cost information.
Define an efficient level of service provision costs.
Evaluate the administrative costs of options, including costs to payers, providers, and
consumers.
Choose payment method(s). These may vary by provider type.
Set payment levels to cover the costs of efficient provision.
Develop contracts among payers, providers, and consumers.
Develop management information and quality monitoring systems at payer and provider
levels.
Provide appropriate training for payer and facility personnel and disseminate information to consumers.
Develop the necessary regulatory structure, including an appeals process.
Demonstrate and evaluate the system in sample facilities, practice settings, and geographic
areas.
Modify the system as necessary and imfplement countrywide.
Undertake the complementary delivery system restructuring and manpower training reforms required to make the system work.
Monitor cost, quality, and access and revise the system periodically as needed.

Lessons and Experiences

from Former Socialist and OECD Countries

Virtually all former socialist economies; middle-income Latin American countries; and Western,
industrial, OECD countries are separating provision from financing, trying to make money follow
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patients in the context of an overall global budget, and adopting incentive-basedpayment mechanisms for medical care providers. The important lessons learned from the diverse payment systems in OECD countries are of great relevance to the Central Asian countries and illustrate the
powerful effects that provider payment systems can have on the overall health system (Schieber
1995).These lessons include the following:
* Designers of payment systems have found that expanding access and developing system
infrastructure is easier than reducing capacity and controlling costs.
* Overall cost containment strategies have often not resulted in micro-efficiency,and vice
versa.
* Empowering consumers and having money followpatients within the context of an overall budget appear to be the preferred strategies for controlling costs.
* Specificstrategies for paying medical care providers, such as certain types of managed
care, diagnostic-related groups, and various full and partial risk-sharing approaches, if
appropriately implemented, appear to control costs without compromising quality and
access.
* When payment reforms are imposed in one part of the health sector, expenditures and
access in other substitute and complementary parts of the health sector must be monitored.
* The payment mechanisms used in OECD countries require sophisticated administrative
and information structures.
* New types of managed care arrangements, as well as vertical integration of services, have
blurred the distinction between financing, provision, and reimbursement. Little hard evidence concerning the managed care "revolution" is available.
i Fragmented fee for service systems like in the United States, without a single payer or set
of rules applying to the whole system, have been the least successful in controlling expenditures and guaranteeing access.
* Most countries face a surplus of physicians, especially specialists, and of hospital beds,
and have had limited success in controlling either.
* Low levels of spending are not indicative of efficiency.Rich and poor countries alike get
poor value for money spent.
A substantial body of experience is also available from the former socialist economies and
Central Asia. Experiences from Eastern European countries, Kazakhstan, the Kyrgyz Republic,
and Russia suggest that the incentive-based systems initially developed and implemented in the
OECD countries can work just as effectivelyin the former socialist economies. While many different approaches have been tried, the basic economicincentives embodied in these approaches
clearly work. Obtaining valid cost information has been an important component of these efforts. Moreover,unintended negative consequences have resulted from design flaws in the systems as opposed to the economic incentives not operating as expected.
The former Soviet Union has experimented with many new and innovative provider systems
since the late 1980s,when certain Russian oblasts-Kemerovo, Samara, and St. Petersburg-and
Kazakhstan and the Kyrgyz Republic were given the authority to experiment with innovative
systems under the new economic mechanisms being put in place at that time. The focus was on
three areas: restructuring financing, reforming organization and management, and improving
the delivery system's internal efficiency.Further experiments with provider payment reforms
have taken place in recentyears through the U.S.Agency for International Development's ZDRAV
reform program in four Siberian oblasts(AltiKrai,Kemerovo,Novosibirsk, and Tomsk)and Kaluga,
Tula, and Tver in central Russia. Both sets of experiments have focused on various risk-sharing
approaches, case payments, and managed care, and indicate the viability of implementing such
approaches in Russia and Central Asia, as long as the up-front development work is done carefully and the systems are designed to deal effectivelywith the inherent tradeoffs among costs,
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quality, and access. For example, the general practitioner capitation and fundholding experiments in Siberia resulted in large reductions in inpatient spending, decreases in hospital days,
and significant increases in outpatient visits (Langenbrunner and others 1996;Rice 1996).
In Central Asia, the most extensive demonstrations of new provider payment systems are
evident in Kazakhstan, while the Kyrgyz Republicis undertaking a major demonstration project
in general practitioner ftmdholding in Issyk-Kul (Langenbrunner and others 1996).The experiments to date in Kazakhstan have taken place in the oblastsof Dzheskasgan, Kokchetau, and
South Kazakhstan (includingChimkent).The most detailed evaluation took place in Dzheskasgan,
where a territorial medical organization that represents local providers and facilities restructured the financing, organization, and payment of health care, including implementing a new
financing system (health insurance fund) for the employed through a payroll tax and capitation
payments from the state budget for those not working. It also included establishing primary care
groups as fundholders who received capitated budgets for their services, which included bonus
payments to adjust salaries based on economicperformance. Hospitals were paid on a case-mixadjusted flat payment per diem based on historical cost. Contracts were developed between all
facilities and the territorial medical organization, and the organization signed a contract with the
health insurance fund.
The results of the experiment were generally consistent with expectations: primary care visits
increased, the ratio of general practice physicians to specialists in polyclinics increased, hospital
admissions fell by more than 25 percent, and the number of hospital beds decreased from 14.7to
10.7per 1,000population. Other less positive results included a significant number of inappropriate inpatient admissions, continued high referral rates from polyclinics to hospitals, little increase in hospital efficiency,and no increase in the use of preventive services.
Unintended negative effects from health care reforms in other former socialist economies
have included nonprovision of services, large patient volume increases, and rising shares of inpatient expenditures. These problems occurred because the new payment systems contained
design flaws, including no global budgets in physician fee for service and hospital case-based
payment systems; open-ended payments for hospitals, coupled with reduced budgets and payments to lower levels of the system, which resulted in increased inpatient hospital shares; no
monitoring of necessary referrals and quality in capitation-based systems; and inadequate training and/or involvement of relevant stakeholders in the design and implementation phases.
A number of issues are of particular importance in Central Asia because of policymakers'
interest in general practitioner fundholding, capitation, and case-based payments for hospitals.
First, defining the package of services that will be covered under either a general practitioner
fundholding or full capitation approach is essential. Second, setting the average payment at a
level that covers the costs of providing that set of services efficiently is important. Third, this
capitation rate should be risk-adjusted, so that medical care providers will accept sicker patients.
The difficulties of doing this should not be underestimated, as ample evidence is available from
the United States of providers accepting only healthier patients, leaving the sicker and more
costly cases to the public sector (Hadley and Langwell 1991;Miller and Luft 1994). Fourth, access, quality, costs, and referrals to other provider levels must be carefully monitored. Moreover,
for these systems to work as planned, major system restructuring and retraining and reorganization of physicians will be necessary,so that cases can be appropriately treated at lower, less costly,
ambulatory levels of the system,which currently lack the diagnostic capacity,supplies, and equipment to function in this manner.
Conclusion
The design of provider payment systems is one of the keys to efficiencyand long-run financial
sustainability. It is also one of the most complex areas of reform in Central Asia, because appropriate management information and quality assurance systems, as well as appropriate training
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of managers at all levels of the system, must accompany provider payment reform. However,
even simple changes, such as providing facility managers with global instead of line item budgets and eliminating outmoded staffing norms, would result in efficiency improvements. Delaying reforms in this area because of a lack of financing is a shortsighted response. Without reform,
both rich and poor countries will continue to get poor value for the significant amounts of money
they spend on health care.
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in CentralAsia: Implications
for Health SectorReform
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Independence and the dissolution of the SovietUnion in 1991posed each of the five Central Asian
republics (CARs)with a set of challenges that would have taxed any society.Arguably, independence was thrust upon the Central Asianswith little or no notice by the decision of Belarus,Russia,
and Ukraine to terminate the Union, and was not initiated by the CARs themselves, far less by
popular movements within those countries. Certainly they did not experience any pre-independence preparatory period, as might have been expected among former colonies of the Western
imperial powers. In 1991the leaders of the CARs(the same leaders who still govern today in all the
republics except Tajikistan)each faced the task of transforming their Soviet republics into sovereign states, effectivelyfrom a standing start. This included building the institutions of state,ensuring stability in a potentially volatile region under the nose of a hegemonic power, and defining a
viable sense of nationhood in ethnically complex societies.Indeed, the serious attention paid to
health sector reform in each of the CARs is something of an achievement, given the competing
demands for the time and consideration of governments in the region.
This chapter seeks to outline the key features of political change in the CARs since independence, the evolution and development of post-Soviet institutional structures, and the impact on
health policy and reform that these developments have had or might be expected to have in the
near future. A focus purely on the technical content of health sector reform is, at best, likely to
invite polite indifference from many of the key actors and groups whose active participation is
essential to achieving real change. An overview and understanding of some of the preoccupations of those who wield power in Central Asia is therefore important to place the prospects for
successful health sector reform across the region in a wider perspective. The analysis and discussion in this chapter focuses mainly on the four republics that have remained essentially stable
since independence: Kazakhstan, the Kyrgyz Republic, Turkmenistan, and Uzbekistan. While
Tajikistanis beginning to recover from its explosive civil war during much of the early 1990s,it is
too early to assert that the country has achieved any kind of stability that is not fundamentally
reliant on external intervention and support.
Analyzing Political Developments since Independence
The political science literature on Central Asia since independence has tended to focus on two
key themes: first, the region's geopolitical significance and the relationships between Central
The author gratefully acknowledges the helpful cornments and advice of Jane Haycock of the London
Health EconomicsConsortium in the preparation of this chapter.JackLangenbrunner and RobertLiebenthal
of the World Bank reviewed the chapter and provided valuable suggestions.
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Asian states and their neighbors, and second, the extent to which postindependence Central Asia
has moved toward Western concepts of pluralism and democracy. Given this chapter's concernthe relevance of political and institutional change to health reform-it is primarily the latter,
more domestically-oriented theme that will be discussed here.
The tendency to judge the formerly communist world in terms of progress toward ideal types
of pluralism and democratic governance is hardly surprising, and is a theme that observers of
the Soviet Union had taken up some time before its eventual demise and, inevitably, many Western observers, just like the leaders they observe, themselves span the pre- and postindependence
period. White (1978) defined evolution from communism towards pluralism in the following
terms: "The diffusion and dispersal of power in a political system from central authorities to
more or less autonomous groups, organizations and individuals, typically expressed in the establishment of 'bargaining' rather than 'command' relationships between them."
Writing more recently about the former Soviet Union, White (1994, pp. 17-19) suggests that a
number of conditions need to be met before formerly communist societies can plausibly be regarded as demonstrating pluralist, democratic politics, namely:
* A firmly based rule of law
* An identification by the people with democratic institutions as such, and not simply for
any material benefits they may bring
The existence of a civil society ("a realm of citizen self-activity that was beyond the reach
of government").
While few would deny that each CAR has made significant progress toward upholding the
rule of law relative to Soviet times, most commentators have agreed that they have made rather
less movement toward the latter two preconditions. Certainly, establishing a valid and consistent rule of law is an essential criterion for successful economic transformation (see, for example,
World Bank 1996), but economic reform does not of itself require the other two conditions to be
met, however associated they might be with economic liberalism in the established market economies. A consensus has emerged among Western commentators to the effect that certain regional
characteristics and problems have intervened to set different priorities for Central Asian leaders
and societies, leading these countries and their peoples along a path that does not run directly
toward the kind of democratic, pluralist model described earlier.
Key Regional Features
The following sections describe some of these regional characteristics and problems and their
effects on the CARs' priorities.
Ethnicity and Nationalism
The CARs all contain significant ethnic minorities. Various peoples indigenous to the region are
spread widely across each of the republics, while many minority populations (including Armenians, Germans, Koreans, Russians, and Ukrainians, to name but a few) were moved more or less
forcibly into the region during the imperial Russian and Soviet eras. Overall, of Central Asia's
total population of some 50 million people, some 12 million are of European descent, and 9 million of these are ethnic Russians (Clements 1994). The issue of ethnicity is perhaps at its most
acute in Kazakhstan, where in 1995 ethnic Kazakhs made up 44 percent of the population and
ethnic Russians made up fully 36 percent (Olcott 1996).
Analysis of the role of ethnicity before and after the breakup of the Soviet Union is complex
and fraught with dangers. At one level, the indigenous Central Asian peoples were subject to a
colonial relationship with Moscow, with the ethnic Russian peoples, their colonial masters (in a
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very overt sense before 1917,and in more subtle, but still real ways during Soviet times). At
another level, the Soviet social experiment had explicitly attempted to transcend race, really only
tolerating the expression of nationality in terms of artistic and cultural media, and in comparison
to Western versions of colonialism,it had offered significantly greater and more concrete opportunities for members of the "subject" nationalities to advance themselves. In Central Asia, the
Soviet Union had showed an increasing degree of tolerance of national identity and of the development of indigenous elites from the Brezhnev era onward, and while the Soviet authorities
certainly did not condone nationalism, nationalistic concepts had begun to take root in certain
subsections of the population throughout the 1980s.When independence brought the need to
define the CARs as nation states in the geopolitical sense, nationalism among the titular peoples
quite naturally became an important social and political force. Assertions of national identity
included designating officiallanguages to replace Russian, resisting the granting of dual nationality to nonindigenous citizens, and attempting to increase the representation of the titular nationalities in government.
The growth of nationalism was of significant concern to the region's minorities, none
more so than the ethnic Russian population. They were concerned about discrimination and
loss of opportunities; alarmed by the turning of tables from their former positions of relative
power; and ultimately concerned about the prospect, however distant, of ethnic violence.
Indeed, the experience of other former Soviet republics and of Yugoslavia hardly gave cause
for optimism. The response of many members of minority populations was migration to
Russia or other "European" parts of the former Soviet Union (from all the CARs) or to
Kazakhstan (from the other CARs).
Ethnic divisions posed three potential problems for the governments of the newly independent CARs. In the short term, the problem was one of public order. Prior to independence, the
Kyrgyz Republic and, especially,Uzbekistan experienced incidents of interethnic violence.' In
the longer term, the problems were the hemorrhage of economically essential personnel (many
would-be emigrants were professionals and managers with skills in short supply), and the risk
of angering Moscow if governments appeared to maltreat ethnic Russians in the "near abroad."
These two latter issues were of critical importance in Kazakhstan, with its large Russian proportion, many of whom lived along its lengthy border with Russia. The loss of key personnel, the
absolute vulnerability of Kazakhstan to Russian intervention, and the geographical possibility of
secession by its border oblastshas tended to make the issue of the Russian minority overshadow
and color virtually all others in Kazakh politics since independence.
Social Structures in Central Asia
Beyond the "simple" differentiation between ethnic groups, further social subdivisions exist in
Central Asia, often with profound impacts. Clan loyalties are vital influences on the distribution
of political power in several CARs (Hyman 1996),for example, lineage and membership of one
of the three zhusii (hordes) and their subclans in Kazakhstan. Official policy stands against the
promotion of clan loyalties at public expense, and excessivelyovert displays of clan-basedfavoritism will be punished, but its existenceis a central fact of doing business. As Lubin (1984,p.164)
says: "Nepotism is not a crime in Central Asia. It is not favoritism for one's kinsmen; it is the
natural order of things in a kinship-based society."
Significantregional differencesexist in all the republics,both between differentgeographicalregionsand between urban and rural populations.For example,urban Kazakhstend to be significantly

1. In the Kyrgyz Republic in 1990between ethnic Uzbeks and Kyrgyz, and in Uzbekistan in 1989
between Uzbeks and Meshket Turks.
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more "russified" than their rural counterparts.Considerabledisparities in economicstatus, wealth,
and social developmentindicators differentiateregions in all the republics,and allprovide potential
grounds for political rivalry and social fissure.Indeed, the power play between opposing regional
eliteswas a key factor in the outbreak of civilwar in Tajikistan.
Regional Security Issues

Central Asia has always stood at a global crossroads, from the days of the Silk Road, the "Great
Game," and ever since. Today it retains its strategic importance, albeit in the changed post-Cold
War world. To the north lies Russia, which however weakened remains indisputably the dominant regionalpower. To Kazakhstan's and the Kyrgyz Republic'seast lies China, while the region's
southwest flank abuts Afghanistan and Iran. As important as the relationship between the CARs
themselves and their southern and eastern neighbors may be, they must deal with the deeply
held Russian view that the borders of Central Asia represent the actual outer frontiers of Russia.
The conflict in Tajikistanwas a specter that haunted all the other Central Asian leaders-and
their peoples-as their nightmare scenario. Uzbekistan and, critically,Russia, intervened with
substantial military force, and remain heavily involved to this day. Kazakhstan and the Kyrgyz
Republic, while horrified by the disaster to their south, provided only token forces, while
Turkmenistan has distanced itself from involvement in the regional security operation.
Whilethe possibilityof a Chinese threat to the east places pressure on the Russian psyche rather
more than it concernsthe Central Asian leaders, for whom China is an increasinglyvaluable trading partner, all have been concernedby the particular variety of militant Islam that resides to their
south. Islamic fundamentalism was one element of the lethal cocktail that destabilized Tajikistan
(although by no means the only culprit), while the other states, especiallyUzbekistan,were braced
for a rise in politically manifested Islam followingindependence. While Islam has been resurgent
spiritually in much of Central Asia, the rise of a fundamentalist opposition that takes exception to
the basic nature of the state as, for example, in Algeria or Egypt, seems not to have occurred, if
indeed it was ever a real possibility.Iran seems increasinglyinterested in the economicbenefits of
cordial relations with its northern neighbors. Battlefieldsuccesses by the Taliban in Afghanistan
raised blood pressures throughout Central Asia, with leaders meeting to guarantee mutual security, and Uzbekistan does not hesitate to play a more active, albeit covert, role in defending its
interests in that country's conflict.Beyond the meltdown in Tajikistan,however, an acceptanceof
the popularity of Islam seems thus far to have been rewarded with a broad delineation between
religion and politics in the behavior of the religiouspublic.
The west of the region in particular contains vast natural resource deposits that may promise
prosperity for the CARs,but their geography makes the transport of these resources, especiallyoil
and gas, strategicallyproblematic.Traditionaltransportation routes involve passage through Russia and other parts of the former Soviet Union, and Russia takes an overtly proprietorial stance
toward much of Central Asia's mineral worth. Alternative strategies might include pipelines south
through Iran (not acceptable to the Western powers) or Afghanistan (less than safe), across the
Caspian via Azerbaijan and Armenia to Turkey (potentially risky and not favored by Russia), or
even eastward through China (enormously costly).Thus to date, Russia has managed to maintain
a significantamount of leverage over the exploitation of Central Asia's natural resource base.
The Central Asians are therefore unable to break many of their links with Russia, and in an
uncertain world, they may not wish to do so anyway. With some notable and important exceptions, economic links to and through Russia remain important, given the time and investment
required to reorientate the Soviet-era transport, processing, and production infrastructure, and
Russia will inevitably remain a key market under any future scenario. Russia also remains as the
CARs' strategic guarantor and as the regional hegemon whose approval or disapproval cannot
be ignored lightly.
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Priorities for the Central Asian Leaders
Given the various factors and sensitivities,several commentators (for instance, Clements 1994;
Olcott 1996) argue that each of the Central Asian leaders has, with the possible exception of
Askar Akaev in the Kyrgyz Republic, been preoccupied with establishing control in the
postindependence period. Clements (1994)identified two primary tasks that have underpinned
all the other actions of Central Asia's rulers: establishing their own legitimacy in power and
creating strong post-Soviet government institutions. As a result, political control and stability
have carried a premium above and beyond the perceived benefits of a rapid move toward Western-style pluralism. Each of the countries differs, and could be placed on a sliding scale from
more democratic (the Kyrgyz Republic) to overtly authoritarian (Turkmenistan). Nevertheless,
both Akaev in the Kyrgyz Republicand Nursultan Nazarbaev in Kazakhstan, generally regarded
as the two most democratic republics in the region, have not hesitated to dissolve an "awkward"
parliament and to rule by decree.
In pursuit of the two central objectives, three themes are common across the CARs, albeit
with differing degrees and consequences from country to country, namely:
* The centralization of presidential control
* The strong presidential control over all aspects of the executive branch of government
* The emergence of a relatively weak role for the legislature, political parties, and elected
opposition groups.
For example, in Kazakhstan, following two dissolutions of parliament in less than three
years, Nazarbaev has assumed responsibility for the promulgation of all legislation, while
having been confirmed in office until 2000 by a referendum-what Dixon (1996)refers to as
a process of recentralization. In addition, the Kazakh president's ability to determine appointments at all levels of the executive, national and local, and his active exercise of this
ability leads Olcott (1995, p. 179)to go so far as to say that "this power effectively makes the
entire government of the republic an extension of the President." Essentially, all the Central
Asian presidents enjoy this power of appointment, both at the level of ministerial appointments and tight control of the cabinet of ministers, and at the important level of appointing
hakims, or regional governors. The phenomenon of pervasive presidential power is at its
strongest in Turkmenistan, where it has been accompanied by the growth of what some commentators have identified as a personality cult (see, for example, Anderson 1995). Subsequent paragraphs of this chapter will argue that the common theme of strong executive and
presidential power across the region is of key significance to the development and implementation of health sector reform.
Even ifthe growth of multiparty politics and democratic opposition has been limited or openly
prohibited by the consolidation of executive power, observers should not assume that the Central Asian leaders have been working against the wishes of their peoples. Public opinion surveys
conducted by Lubin (1995) in Kazakhstan and Uzbekistan in 1993 suggested that substantial
majorities of those interviewed were far more concerned with issues of assuring stability,maintaining law and order, and reducing economic hardship than with establishing any particular
patterns of "democratic" government. With respondents stressing order above freedom and consistently backing their presidents as individuals (albeit rather less keen on other politicians and
government officials),the attachment of Central Asian citizens to democratic institutions and
behavior appears to remain strictly limited at present.
Administrative and Policy Implications for the Health Sector
The general political context tends to manifest itself in health policy terms through the following
interlinked mechanisms and tendencies:
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* The tendency to govern by decree
* The lack of a strong and experienced national policymaking elite in the postindependence
years
* The lack of a clear delineation of responsibilities for policy between ministries, agencies,
and levels of government
* The problem of corruption
* The limited modernization of the medical profession
* The public perceptions of health.
Centralization and Government by Decree
The trend toward increasing centralization of power by the presidency brings with it a tendency
toward what might be described as government by decree: policy is formulated primarily in
terms of specific decisions, which are passed down for implementation in the form of decrees,
orders, or administrative instructions. Critically,the main drivers of policy may increasinglybe a
fairly limited group of ministers and presidential advisers, while the economic ministries (finance and economy) tend to formulate quite detailed instructions on the management of public
services,such as health and education, that often override longer-term policy formulation within
relevant specialistministries. Such centralized decisionmaking does potentially offer two advantages: the ability to get rapid results and the ability to coordinate policy between sectors. However, experience in Central Asia suggests many possible pitfalls and drawbacks. For example,
excessivecentralization of power means that whole areas of policy may simply be overlooked or
end up as backwaters if they are not high on the agenda, with the result that only crisis areas
receive the attention of top policymakers.
Thus change tends to come because of crisis, and hence takes the form of crisis management.
Such an environment is likely to be inimical to the development of systematic and consistent
policy for long-run development and progress, and can all too easily breed flawed, poorly thought
out measures that are implemented on too rapid a timetable.
A frequent problem observed in Central Asian decisionmaking is difficulty in undertaking
rational prioritization, both in terms of assessing which issues require attention and in terms of
setting policy priorities to guide subsequent decisions. Policymakers all too frequently see their
role as making a decision and issuing an instruction to implement that decision as rapidly as
possible to avoid incurring the wrath of their superiors. Policymakers sometimes appear quite
reluctant to think through a policy problem from first principles, defining objectives before framing possible options for action.
Policymaking Capacity

Three issues dominate consideration of the current and future health policy and bureaucratic
capacity in the CARs:
* The need to graft a national policymaking tier onto the existing purely regional apparatus
* The need to develop new skills among policymakers and managers appropriate to the
reform environment
* The serious problem of trying to motivate and retain good staff given the chronic problems of public sector pay and remuneration.
Savasand Ustunel considerallthese issuesin greaterdetail in chapter 14of thisvolume,and focus
on practicalapproachesto dealing with them.I willthereforediscussonly one consequence(or symptom) of these problems:the tendency toward rapid staffturnover at the seniorpolicy level.
A complaint both local policymakers and foreign partners make is that frequent changes of
personnel at ministerial and senior levels make the development of consistent, long-term policy
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difficult.Much anecdotal evidence supports the assertionthat key personnel rotate rapidly through
top positions, although quantitative data to verify this assertion are not available. However,rapid
turnover seems highly plausible, given that in each country small bureaucratic cadres are struggling to furnish sufficient personnel to meet an ever expanding need for trained, capable staff.
Many reform initiatives will tend to increase the demand for good managerial and policy
personnel. For example, compulsory health insurance schemes add an additional layer to health
systems, while the establishment of project coordinating units and the like will divert senior staff
from line management jobs, which do not disappear. These posts must be filled, creating knockon effects as replacements that are found further down the line. The still tiny cadre of staff who
have received modem training, for example, who have studied overseas, itself faces considerable demand for its services,and staff who do well in these posts will often be rapidly transferred
to the next new initiative that requires their valuable skills.
The operation of patronage networks and the balancing of interests between different groups
can also lead to frequent movements at the ministerial level. Ministers who have successfully
started a reform process in one area may find themselves moved on to another high-priority area
at short notice, and as a result may not be able to see through longer-term implementation. Finally, substantial financial incentives exist for high-caliber personnel to leave the public sector
precisely because of those new skills that make them vital to the public sector: knowledge of
modern management techniques, foreign language skills, and so on. No easy solutions to this
problem are available, but the risks that high turnover entails must be spelled out.
Above all, excessivelyrapid turnover can lead to a short-term culture. If government officials
know that they will no longer be in post to see the long-term consequences of their actions, they
may tend to do what reflects best upon their own situation in the short term, rather than taking
the optimal long-term course of action. Long-term relationships, essential to developing an atmosphere of trust and partnership, become difficult to establish and sustain if personnel change
too frequently. Excessive turnover, especially if able individuals are leaving the health sector or
public service,may also lead increasinglyto the appointment of staff who may not be sufficiently
prepared, or, indeed capable, of taking on senior-level tasks. If this tendency exists alongside
other pressures toward taking the short-term view, successful long-term policy development
and implementation can come under threat.
Delineation of Responsibilities

Despite its image as a cohesive, centralized, chain of command structure, the post-Soviet
managerial structure for health care in Central Asia is less clear-cut than it appears at first
sight. Dixon (1996, p. 94), in discussing government in Kazakhstan, suggests that a certain
.vagueness on questions of competence" is apparent throughout that country's political and
administrative system, an observation that also seems valid in the other CARs. In health
policy, such a lack of clarity can stem from a number of sources. The broadly similar pattem
of central-regional government relations in each CAR creates competing transmission routes
from the center to local providers for health policy, which figure 7.1 attempts to illustrate in
diagrammatic terms.
Typically,the ministry of health cannot be said to be responsible for allocating and distributing more than a minority of health care resources. The ministry of finance generally distributes a significant portion of health resources directly to oblastadministration finance departments, who raise further resources from local taxes. This arrangement clearly raises the
possibility of conflict over priorities between health and finance ministries, and suggests that
technical health policies, formulated in ministries of health, could fall foul of those who hold
the purse strings. Oblastgovernors possess significant financial autonomy over the allocation
of their budget between sectors at the local level, and their actions may undermine national
policy initiatives developed in ministries of health. They are also responsible to the president
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Figure7.1. HealthPolicyTransmissionRoutes
President and cabinet of ministers

Ministry of health

Ministry of finance

Ministry of the economy

Oblastgovemor

Oblasthealth department .

Oblast finance department

Source:
Author'sresearch.
directly, and subject to direction from key reform ministries, such as the ministry of the economy,
which again may cut across specific health policies, for instance, if pressure is being exerted to
privatize or dispose of public sector assets.
The strength of policy coordination at the cabinet of ministers level will dictate the extent to
which this institutional fragmentation becomes a problem. The existence of policy coordination mechanisms (such as project coordination units) cannot guarantee clarity of action and
consistency of response. Both a genuine spirit of cooperation and, wherever possible, the simplification of policy mechanisms, are also required. Nevertheless, given the relative complexity of the system, unforeseen responses to policy initiatives, or even simple evasion, will inevitably occur sometimes. For example, a key problem in the first year of operation of Kazakhstan's
Compulsory Health Insurance Fund arose simply because oblast governors chose to transfer
substantially less money from their oblast budgets to their local insurance fund branches than
had originally been agreed, and neither the fund nor the Ministry of Health could force them
to increase their contributions. Significant clarification by staff at presidential and Ministry of
Finance levels was required to rectify the situation, leaving the fund dramatically short of
revenues for several months.
Different ministries may have different priorities for the health sector. While ministries of
health might be concerned with technical and managerial reform, others might see the overriding priority of health policy in more generalized terms. For example, the ministry of the economy
may see privatization and cost-sharing through user charges as overriding themes in all sectors,
just as the finance ministry might see reducing public expenditures or shifting health expenditure off public balances as overriding all other considerations.
Ambiguity conceming responsibilities and powers can lead to a further problem that involves
the culture of decisionmaking. An environment of uncertainty about responsibility and authority to decide and act can lead to inertia. A pervasive problem of the Soviet administrative structure was its tendency to stifle initiative and innovation at local levels. Efforts to change the mentality of managers and workers began in the perestroikaera, with efforts to inculcate the value that
"everything which is not prohibited by law is permitted" (White 1994). Continuing fragmentation of institutional responsibilities can only undermine efforts to encourage innovation, and
will perpetuate a culture in which managers are prone to say "it's not our place to decide," as
indeed might excessive central dominance of policy implementation.
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The Impact of Corruption

Corruption is a charged and awkward issue, but one that any discussion of public administration in the former Soviet Union cannot avoid. Both the public and governments in Central
Asia perceive corruption as pervasive and problematic. The potential for corruption to affect
the health sector is large (albeit it is less fundamental a problem than in other sectors of the
economy), ranging from the generalized phenomenon of under-the-counter payments, to kickbacks from privatization and procurement, to the potential of the growing illegal drugs trade
in the region to damage health.
Unofficial payments to health providers have long been the norm in Central Asia, and are
virtually universal. Gleason (1995)highlights the extent to which one mnightquestion whether
such side payments even constitute corruption rather than a rational economic exchange. Certainly, few would realistically expect many public health care workers to survive solely on their
officialsalaries.Furthermore, ifthe governments' aim is to eliminatesuch payments, policy mechanisms exist that can achieve this objectivemore or less effectively.Most important, the authorities can combine improved remuneration of professionals sufficient to compensate them for the
loss of unofficial income with more effectivepunitive measures, but success, inevitably,depends
on finding sufficient resources within public finances to provide adequate remuneration. Given
the current state of public sector resources, even when additional revenues from sources such as
compulsory health insurance are included, the phenomenon of additional payments seems unlikely to disappear in the near future.
In those CARsin which widespread privatization of state industrial enterprises has occurred,
the transfer of firms and assets from public to private ownership has provided myriad opportunities for the misappropriation of wealth. As yet, the privatization of health facilities has occurred only on a minor scale.If any of the CARs do adopt privatization strategies, one can only
hope that they have learned lessons as to how to reduce the incentives and opportunities for selfenrichment at the public's expense. Indeed, some segments of the public virtually expect those
involved in reform to be "in it for the money." The introduction of compulsory health insurance
in Kazakhstan, for example, has been surrounded by grumbling about corruption and rake-offs.
No evidence has ever been produced, but many people assume that the simple concentration of
money in such quantities can only lead to criminality.Such an atmosphere generates significant
problems for the motivation and reward of those honest public servants whose functions bring
them into contact with large sums of money.
More pessimistically, the growing illegal drug trade in Central Asia may have significant
long-term implications for the health sector, while not involving corruption within the actual
health sector.Experience from around the world, for instance, Colombia, suggests that both drug
use and drug-related violence can become important sources of ill-health and death. If violent
crime grows, it will add yet another pressure to the list of avoidable drains on health care resources in the region.
The Medical Profession
A critical actor in the health policy field is, of course, the medical profession. They more than
any other single group can facilitate or block the reform process, as it is they who must deliver
change at the point it affects individual patients. A core difficulty in Central Asia has been the
extent to which the medical profession remains locked into obsolete Soviet models of practice
and organization. Methods and protocols of treatment have often remained essentially unchanged for 20 years or more, entrenched and amplified in unchanged patterns of medical
education and training. These protocols of care, however, provide the building blocks of the
health care system, and if they remain static, then macrolevel progress becomes effectively
impossible. The lack of a culture of free exchange of information on the one hand, and the
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abrupt sundering of the traditional upward links to Soviet research institutes and centers of
excellence in Moscow on the other hand, each made the likelihood of modernizing clinical
practice even more remote. However, a growing enthusiasm for change and learning can now
be detected among some doctors in the region, where previously they had distrusted foreign
methods and resented the reduced status of post-Soviet medicine.
Health as a Public Issue

Little can be said about the importance of health issues in terms of public political participation
or expression, as this is an area in which evidence and analysis are largely absent. The sort of
opinion poll results cited earlier seem to suggest that the public does not necessarily regard
health as a key priority, and hence it does not tend to become an issue of "high" politics. Perhaps
because health reform has resulted in less drastic change than reform in many other areas of
economicand social policy,it has been eclipsed as a critical political issue by other, more immediate social needs, such as employment, income, housing, and prices.
The Outlook for the Future
Observers have argued that the leaders of the CARsthat have remained fundamentally peaceful
and stable since independence have worked to ensure stability through firm central (presidential) control of the institutions of government and politics. They have, thus far, succeeded, but
their successmay bring with it certain side-effectswith implications for the long term. The paradox of the coexistence of strongly centralized decisionmaking with a fragmented implementation apparatus runs the risk of stiflinginitiativeand breeding "short termism" among policymakers
and managers. In particular, the tendency to make policy decisions at a high level will need to be
relaxed somewhat in the case of health care. An ability to discuss and frame long-term priorities
(rather than decisions), while allowing greater leeway in technical implementation is essential in
health policy. However, the wholesale decentralization of policy and decisionmaking power is
unlikely in the CARsin the near future.
Lookingfurther ahead, however, certain commentatorssee another,perhaps far more profound,
wave of change for Central Asia as inevitable. Olcott (1996)argues that "All the current regimes
represent a pro-Soviet past more than they do a post-Soviet future; as such, they all face a high
likelihood of being pushed aside." Her thesis is that a process of elite transformation is already
under way, which within a decade or so will replacethe current transition leaders with a far more
nationally-oriented group of younger leaders and policymakers.At one level, this is undeniable;
the passage of time will bring to prominence a new generation with little or no direct experienceof
Soviet-erapolitics and administration. The speed with which they supplant current elites and regimesis, however, more open to question, ifcurrent leaders have achieved a good deal of successin
establishing their political legitimacy and control. Significantelite transformation may, paradoxically,have only a limited impact on health reform, given the relatively low ranking of health and
health care on the agenda of both politiciansand the public. If the region's leaders-whatever their
stripe-do not see fit to address the problems of centralization and fragnentation that currently
restrict the development of sound, consistent health policy for long-run development, the path
toward improved health and health care may remain long and arduous.
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Part III
Experience of Implementing
Health Sector Reform

8
Trendsin Health Reform in Kazakhstan
Aikan A. Akanov
Vice Minister, Ministry of Health, Republic of Kazakhstan

The worsening position of the health sector has necessitated reform of health services and financing. The aim has been to develop an evidence-based strategy that reflects the new economic
conditions in Kazakhstan, while avoiding excessively radical "pseudo-market" changes.
Policymakersbelieve that building upon the many positive aspects of the health system developed during the Soviet era is particularly important. Health sector reform is an extremely complicated task that should be evolutionary in nature and that will inevitably depend heavily on
the outcome of the current economic transformation.
Health Care Infrastructure in Transition
As in the other Central Asian republics, in Kazakhstan the Ministry of Health and other ministries
and agenciesdeliver health care through a provision system organized in tiers as shown in table 8.1.
Table8.2shows the types and numbers of differenttypes of institutionsinvolved in care provision.
Table 8.1.

Levels of Health Care Provision

Level
I

II
III
IV
V

Services

Feldsher
posts (doctors'assistantsand obstetriccenters)
Ruraldoctors'division,includingrural outpatientclinicsand rural districthospitals
Centralraion(district)hospitals
Urban and oblasthospitals
Nationalcentersand scientificand researchinstitutes

Table 8.2. Institutions Delivering Care as of January 1, 1996
Type of institution

Number

Inpatientfacilities

Researchinstitute
Oblasthospital
Maternityhospital
Emergencycenters
Specialistdispensary
Centralraionhospital
Emergencyaid post
Ruraldistricthospital

10
36
44
47
199
219
279
684

Outpatientfacilities

Ruraloutpatientclinic
Feldsher
post

1,365
6,161

Source:Author's research
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In addition, the Ministry of Health provides 1,518 hospitals with a total of 187,600 beds and
other ministries and sectors provide 131 hospitals with a total of 17,200 beds.
The profound macroeconomic difficulties that Kazakhstan has faced since its independence
dominate the operation of the country's health care infrastructure. Until the end of 1995, health
care financing continued to be based on traditional norm-based mechanisms, but in the last three
or four years, the available financing has represented only about one-third of the level needed
according to such norms.
During this period, the structure of health expenditures has changed dramatically. Salaries
and wages decreased from 50 to 55 percent of total costs to only 25 percent by 1995, while expenditures on utilities (power, heating, and so on) increased from 7 to 8 percent of total expenditure
to 45 to 50 percent. The acute funding shortage has not only halted all development work, but
has increasingly resulted in rapid deterioration of the physical condition of health infrastructure.
Buildings are unsuitable, neglected, and frequently dilapidated, while preventive maintenance
and repairs have effectively ceased.
In parallel to these problems, the impacts of socioeconomic transition on the population's health
have been profound and negative. Population growth has slowed sharply in all oblasts,while average life expectancy has fallen significantly for both men and women, reversing 35 years of improvement. In 1995 average life expectancy was 60.7 years for men and 71.1 for women, a decrease
of 3.1 years for men and 2.0 years for women since 1990. Fortunately, infant mortality rates have
continued to fall, but still remain high at 26.1 per 1,000 live births. Meanwhile, various surveys
have indicated increasing morbidity and a rising incidence of chronic disease and disability.
Reform of the Health Sector: Key Issues
In August 1994 the Ministry of Health identified strategic directions for health reform over the
next five to ten years. Policymakers developed concrete measures to implement reform during
1996-98 as part of the medium-term Govermment Program on Deepening Reforms and identified the following key areas of reform:
IImproving the management and organization of health care and human resources
* Reforming health financing and economic relationships within the health sector

* Improving the quality of health care
* Developing the medical supply and pharmaceutical industries
* Developing biomedical science.

Improving the Management and Organization of Health Care and Human Resources
Transforming the management system is one of the most important components of successful
health sector reform. The main reforms in Kazakhstan are intended to achieve a sensible degree
of decentralization, to delegate key decisionmaking powers to the local management level, to
enhance local managerial responsibility, and to grant legal and economic autonomy to provider
organizations. Shifting managerial relationships from a system of vertical subordination to one
of economic relationships between equals will be accomplished by contracts between market
units, for instance, providers, health departments, compulsory medical insurance funds, and
employers. The tiered structure of health provision will remain the same, but management relationships within and between levels will undergo radical changes. The Ministry of Health will
play an increasing role in assuring health care quality; accrediting and licensing providers; and
developing a framework for economic relationships between actors, regardless of ownership.
Changes in health care employment policy are also required, both in terms of remuneration and
incentive mechanisms and of the system of medical education and training, which does not meet
the needs of a market economy.
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The objectives of health management and employment reform are therefore as follows:
* To transform the education and training system to a more economicbasis and to reorient
it toward international standards
* To limit the number of staff employed in the health care system and to increase the efficiency of resource use
* To reorganize the mechanisms for managing health care personnel.

Reforming Health Financing and Economic Relationships

As Kazakhstan moves further away from comprehensive state control of the economy,centralized
financing of the health sector will be less consistentwith economicconditions. The goal of financing reform must be to provide for the stable functioningand development of the health sector.This
requires introducing compulsory medical insurance and encouraging mixed sources of financing,
introducing economic methods of managing health service providers, encouraging competition
and the possibility for consumers to choose doctors and health institutions, developing various
forms of ownership, and implementing a program to privatize health care provision.
The implementation of compulsory medical insurance has already begun. Not only will this
help tackle the problem of financing, but will also increasingly make employers and state agencies responsible for their employees' health and individuals responsible for maintaining their
own health and that of others. Health will be placed in direct relation to the costs that poor health
incurs to society,and economic incentives to promote good health will emerge.
Prior to national implementation of compulsory medical insurance, the authorities conducted
a pilot in four oblasts:Kokshetau, South Kazakhstan,West Kazakhstan, and Zhezkazgan. Changes
made as a result of the pilot included reorganizing the management system and introducing new
provider payment mechanisms that take the volume and quality of activity into account.
Policymakers have developed an administrative and legislative framework for medical insurance, licensing, and assessingprovider quality, and have put in place a temporary framework for
the financial relationships between providers and medical insurance bodies. Pertinent personnel
training was conducted, and public awareness campaigns were launched.
The pilot programs exhibited specificachievementsand peculiarities in each of the four oblasts.
For example, in Zhezkazgan a quality monitoring system was developed, in West Kazakhstan
the pilot emphasized the application of health insurance mechanisms to rural providers and the
collection of contributions from rural populations, and in South Kazakhstan a system of voluntary medical insurance was piloted.
The health insurance experiments have fundamentally changed the basis for financing health
care by introducing the principle of payment for work done. While compulsory medical insurance cannot substitute for state financing of health care, it will serve as an additional, parallel
source of funds to protect the public's health. State financing will increasingly focus on those
services that address the most important social aspects of health care.
Reform of health care financing is intimately related to the introduction of improved methods
of economicmanagement of health services at all levels. Thus introducing a market for medical
services and encouraging competition between health care providers is necessary. The main effort in this area is directed toward promoting different modes of ownership and privatization
and reducing state involvement. More than 50 privately owned organizations, which mainly
offer outpatient care, have emerged in recent years. However, to date the range of services they
offer is small, and the quality of service is generally not much better than that of state facilities.
Given current conditions,a radicallynew approach to health financingis required, which willbe
accomplishedby introducing compulsorymedicalinsurance and per capita reimbursement of providers. Capitationfinancingwill improve the efficiencyof resource allocationand provide incentives
to providers. The Ministryof Health is currentlyformulatinga precisecapitation methodology.
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The introduction of compulsory medical insurance will also provide an opportunity to mobilize more resources for health care. In addition to transferring resources from the Ministry of
Health to the Compulsory Medical Insurance Fund, an additional sum of 20 to 25 percent of the
total health budget will for the first time be collected from employers in the form of insurance
contributions. Nonetheless, the budgetary situation of the health sector remained critical in 1996,
with only 40 percent of the sector's estimated finance needs being met.
Improving Health Care Quality

Improving the quality of health care, including the technology used in health care delivery, is
essential. Key elements of reform in this context are to provide people with timely care provided by appropriately qualified medical personnel at all phases of health care, to raise the
population's health status, to reduce maternal and infant mortality and morbidity, and to increase the duration of active life. Critical tasks that policymakers must address to achieve these
goals are as follows:
* Reduce bed capacity and inappropriate and irrational bed use
* Reorganize the operation of hospitals at all levels by establishing departments of intensive
care, neonatal care, and ambulatory surgery and introducing day hospitals
- Strengthen emergency and primary health care, especially maternal and child health
services
* Introduce quality standards for health care delivery
* Develop and strengthen the medical supply and pharmaceutical industries to ensure that
health care providers are properly equipped and stocked.
New organizational forms have emerged in recent years, including family doctors, ambulatory surgery centers, day hospitals, and neonatal care departments. Eleven diagnostic centers have also been established to improve the quality of diagnostic services available to
rural populations.
Developing Biomedical Science

Kazakhstan has considerable potential in certain areas of biomedical science, but in some fields
lags far behind international standards. Areas of research that are lagging are allergies, endocrinology, pediatrics, microbiology,epidemiology and infectious diseases, traumatology, biochemistry, pharmacology, and neurology.
Long-term changes are required in the approaches to scientific research. The state budget
should remain a primary source of funding for biomedical research, but in addition, research
contracts should be awarded on a competitive basis. Independent income generation by scientific institutes and medical schools through contracts with private and nonstate organizations
will be permitted.

Conclusion:Obstacles to Success
In the course of implementing health sector reform, policymakers, health workers, employees
of compulsory medical insurance entities, and all other interested parties should work with
the government to ensure that obstacles, inefficient structures, and expensive transitional measures do not overwhelm the health sector. An analysis of the progress of health reform in
Kazakhstan to date indicates that the following obstacles are impeding the successful implementation of reform:
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* The continued economic crisis and its negative effects on the social sector
* The low priority of the health sector on the agenda of state authorities
* The inadequate development of optimal reform concepts and measuIresand of modem
management techniques
* The shortage of specialist personnel able to devise and implement large-scale financial
and economicreform in the health sector at both the national and institutional levels.
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9
The Rationalization of Health Care Infrastructure
in the Kyrgyz Republic
Naken S. Kasiev
Minister of Health, the Kyrgyz Republic

The collapse of the Soviet Union left each of its constituent republics to face its problems alone.
As a result, to address the critical need for health care reform the Ministry of Health of the Kyrgyz
Republic requested assistance from the European Office of the World Health Organization. In
1994 a memorandum of understanding established the "Manas" plan on fundamental health
reform. The Manas plan seeks to develop short-, medium-, and long-term strategies for health
care reform, while improving managerial capacity in the health system at both the national and
regional levels. Implementation of the Manas plan is now well under way, with significant assistance from several international organizations.
The Health Reform Framework in the Kyrgyz Republic
The following principles have been developed and adopted to guide the process of health reform
in the Kyrgyz Republic:
*
*
*
*

Toimprove the population's health
Toreduce and eventually eliminate regional disparities in the population's health status
To guarantee access to high-quality, effectivehealth care
To make people responsible for their own health, but to respect and protect their rights
as patients.

TheShort-TermStrategy (1995-96)
The main goal of the short-term strategy was to identify ways to increase the effective use of resources. Its key elements included transforming many rural hospitals into primary care facilities;
modernizing various specialistfacilities,including,those for treating tuberculosis, sexually transmitted diseases, and cancer;rationalizing the use of primary care facilities;and training doctors,
nurses, and paramedics, including training doctors in how to establish a general practice.
TheMedium-TermStrategy (1997-2000)
In the medium term, the key reform goals are as follows:
*
*
*
*

To implement new mechanisms to increase the resources available to the health sector
To establish a system for national allocation of financial resources
To give higher priority to primary care relative to other services
To allow hospitals to manage their own resources, and thus allocate resources more effectively at the local level
* To provide training for general practitioners and nurses.
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Changes in support of these initiatives have included increasing the Ministry of Health's
control of the health care budget to allow more effective prioritization, introducing selective
taxation and user fees, implementing more equitable mechanisms for resource distribution, and
granting hospitals greater autonomy in resource allocation and internal management.
The Long-Term Strategy (2000-2005)
In the longer term, health care reform will have the following goals:
* To increase the quality and effectiveness of health care delivery through structural change
* To categorize health care institutions as purchasers and providers within the health care
financing structure
* To introduce compulsory medical insurance
* To increase patient satisfaction through improved service availability and quality.

Structural Rationalization of Hospital Services
In the short tern, the rationalization of health services is a critical objective, particularly the
restructuring of hospital services, which represents a key source of potential savings. As table 9.1
shows, bed utilization in hospitals has been falling in recent years, a clear indication of surplus
bed capacity.
In 1994, a survey of village hospitals found that 25 percent of beds were occupied for less than
210 days per year (57.5 percent occupancy) and 45 percent were occupied for less than 270 days
(73 percent occupancy). During 1990-94 the average length of stay increased from 14.9 days to
15.4 days. Clearly a significant and urgent problem of irrational bed use needs to be resolved,
especially given that 75 percent of the total health budget is spent on hospital services. As a
result, rationalization efforts during 1996-97 concentrated on reducing, amalgamating, and closing surplus facilities.
Because of the ineffective levels of utilization, the initial focus of rationalization under the
short-term strategy was to reduce hospital capacity at the village level, followed by rationalization of specialist, national, and research institutions. Village hospital rationalization was to be
guided by the following criteria: range and quantity of medical services provided, distance from
central raion or other village hospitals, road conditions and accessibility, number of beds, and
number and type of staff. The rationalization of village hospitals has involved their categorization into three groups:
No change (85 hospitals with 2,752 beds): would remain open without bed closures because of their significant distance (45 to 60 kilometers) from central raion hospitals

Table 9.1. Bed Utilization, 1990 and 1994
1990
Type of hospital
Oblasthospitals
Central raionhospitals
Villagehospitals
National hospitals
National average
Source:Staff data.

Occupied
bed days
321
294
290
311
300

1994
Percentage
occupancy

Occupied
bed days

Percentage
occupancy

87.9
80.5
79.4
85.2
82.2

298
268
246
269
278

81.6
73.4
67.4
73.7
76.1
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* Remain open with bed reductions (22 hospitals): while these hospitals would stay open,
the number of beds would be reduced from a total of 1,279to 730
* Transformed into primary care facilities only (57 hospitals): all 1,563 beds would be
eliminated.
The planned reorganization would have led to a reduction of 1,928beds, with a projected
saving of KGS12.8million at 1994prices. By the end of 1995,however, only 1,210village hospital
beds had been eliminated, saving some KGS8million.
Nevertheless, the overall reduction in hospital beds nationwide has been significant, with
major reductions not just in village hospitals, but in all types of hospitals. Between 1990 and
January 1, 1996,the authorities had closed 13,897hospital beds across the country, a reduction of
26.4 percent. At the oblast level, the reduction varied from 20 to 55 percent of beds closed. As a
result, the ratio of beds to population was reduced from 118.9beds per 1,000population in 1990
to 86.9beds per 1,000population in 1996.
Improving Primary Health Care Services
Today,only some 15percent of total health care financing is allocated to primary care services.As
a direct result of this underfinancing, prirnary care services tend to refer patients to hospitals
even when they could easily have been treated more cost-effectivelyin an ambulatory care setting or at home. The current system also fails to provide appropriate incentives for health professionals to function effectively.
Therefore, the key element of health reform in the longer term will be the improvement of
primary care services. Table 9.2 shows the extent of provision of primary care services in rural
areas. In urban areas primary care is provided through adult and children's polyclinics, with
larger numbers of staff than in rural areas.
The existing primary care infrastructure represents a valuable inheritance. Following reorganization, the infrastructure will continue to provide the key elements of primary care, as designated by the World Health Organization, namely:
* Medical care, including diagnosis, treatment, and rehabilitation
* Health promotion, including family planning, immunization, epidemiologicalsurveillance
and control, and maternal and child health care
* Prophylactic activities, for example, in preschools, schools, and workplaces
* Environmental health protection through the sanitary-epidemiological service.
Existing primary care services will be reorganized into stronger centers of primary medical
and sanitary care. These centers will be independent institutions, with control over their own
funds that are expected to bring about the followingbenefits:
* Toimprove the quality of medicalcare through incentivesto staff and provider organizations
* To increase levels of training and qualification among staff and to enhance understanding
between those working in different specialties

Table 9.2. Primary Care Services in Rural Areas, 1996
Type offacility

Number

Percentage of total
population covered

Ratio of paramedical
staff to population

Feldsherstation

852

24.2

1:721

Outpatientclinic

124

13.8

1:3,087

Village hospital

161

15.6

1:721

Source:Staff data.
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*
*
*
*
*

Toprovide general medical services by means of family practices
To increase medical productivity
Toreduce inappropriate hospitalization
To reduce referrals to specialists
To improve the continuity of care.

At the same time, the introduction of a system of payments based on fixed rates will provide
incentives to reduce hospitalization, increase the number of patients treated, and save resources,
leading to the natural reduction of surplus hospital capacity.
From the point of view of the general public, the reorganization of the primary care system
into centers of primary medical and sanitary care will bring the following benefits:
*
*
*
*
*

Better access to health care providers
Improved quality of care, and independent assessment of the quality of health care
Abolitionof waiting lists for those requiring examination, consultation, or hospitalization
Provision of a guaranteed level of basic health care free of charge
Institution of a fair system of payments for medical care beyond the guaranteed level.

To achieve these results, practical answers must be found to two key policy questions-the
introduction of capitation funding and the transfer of funds to centers of primary medical and
sanitary care to allow their separation from the hospital sector.Clearly, a suitable legislative and
regulatory framework will have to be developed to support this process of change.
Ahead of this general reform of primary care, however, the authorities have launched a
pilot to experiment with several of the proposed changes in Bishkek and Issyk-Kul oblasts.
Specialist polyclinic departments have been combined, and the training of general practitioners began in November 1995(a 2-year course with 33 physicians enrolled). A training course
for primary care nurses commenced in 1996.In two raionsof Issyk-Kul Oblast, groups of family doctors have been formed who work in former outpatient clinics. Following a public awareness campaign, residents were offered a choice of which group they could join. The association
of family practitioners has conducted major renovations and improvements and has equipped
family practice premises. Note, however, that the pilots in Bishkek and Issyk-Kul have taken
place under the current national financing system, so that new incentives and salaries have not
been available for general practitioners. Given that a new incentive structure is not yet in place,
it is too early to evaluate the success of the pilots.

Lessons of the Reform Process
Certain lessons from the experiments with health care rationalization and reform can be identified. The authorities soon realized that reducing the number of hospital beds without a corresponding move out of a building and reductions in the number of staff allows a reduction only in
variable costs, as all fixed costs remain unchanged. Because they had not appreciated the importance of closing entire sites or buildings and cutting back on staff, the first phase of the hospital
rationalization plan did not realize any substantial savings. This mistake has now been rectified.
However, empty facilities create a problem if an alternative use cannot be found for them.
While they can add value to the health sector through, for example, lease to the private sector,
conversion into staff accommodation, privatization, or transfer to charitable uses (orphanages
and so on), such options tend not to be available in rural areas.
A third key problem involves the difficultiesof redundant medical and paramedical personnel.
Examplesfrom Issyk-Kulillustrate the kinds of mistakes and problems that arose in connection
with the rationalization of health care infrastructure.The city hospital of Karakol, the main city in
the oblast,had 100beds and only two departments, therapy and neurology. In 1995the number of
beds was reduced by 30.This freed up one building, into which an ambulance station was moved,
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while the building previously occupiedby the ambulance station was leased to a medical pracftiioner. Of the remaining 70beds, 20 were used as a day care unit. In 1996all 70beds were to be closed,
and the centraloblasthospital was to take on additional inpatient activityto compensate.Thebuildings thus released are to be used for staff accommodationsor leased to private businesses.
In the raionof Ak-Sui as a whole, the 1995reorganization led to the elimination of 27medical
posts, 75 paramedics, 50 nurses, and 28 other staff. Table9.3 shows some of the changes made.
The reorganization in the raionof Tup (table 9.4) allowed a total reduction of 38 staff posts.
Table9.3. Changesin Ak-Sui Raion,1995
Facility
Central raionhospital
Village hospital, Karakol
Village hospital, Boz-Uchuk
Villagehospital, Enilshek
Bone tuberculosis sanatorium Svetlyi Mus

Change
30of 165beds transferred to day care unit
5 of 30 beds closed, but no reduction in costs (variable
or fixed)was achieved
25 of 45 beds eliminated
5 beds transferred to day unit
Closed in 1994,buildings used to set up a drug and
alcohol treatment center and for staff accommodation

Source:Ministry of Health, Kyrgyz Republic.

Table9.4. Changesin Tup Raion,1995
Facility
Central raionhospital
Villagehospital, Michailovka
Villagehospital, Kuturgu
Villagehospital, Santash
Villagehospital, Ak Bulak
Villagehospital, Taldu-Sulu
Source:Ministryof Health, Kyrgyz Republic.

Change
60 of 265beds eliminated, 5 beds transferred to
day unit
Transformed into ambulatory clinic with 5 day beds
Transformed into ambulatory clinic with 5 day beds
20 of 30 beds eliminated
5 of 15beds eliminated
15 of 40 beds eliminated, 10 other beds transferred to
day care unit

10
Health CarePolicyand Strategy during
the TransitionPeriodin Tajikistan
A. A. Akhmedov
Minister of Health, Republic of Tajikistan

Tajikistanembarked on health sector reform immediately following independence in September
1991,but the rapidly deteriorating economicsituation slowed progress. Between 1991and 1995,
industrial output declined by 60 percent, while inflation spiraled to 2,200 percent in 1993,350
percent in 1994,and 400 percent in 1995.Estimated annual per capita income stood at US$350in
1994,down from US$480in 1992.Declining output and a strained state budget inevitably had
adverse social and economic consequences for the population and a negative impact on the entire health care system.
To find a way out of economic crisis, the government took decisive action in 1993in the form
of a systematic economic reform program that seeks to bring about a transition to a sociallyoriented, diversified,and competitivemarket economy.The firstphase of economicreforms sought
to address property issues, the legal framework, economic restructuring, and privatization; a
second phase will consolidate the institutional base of the market economy; and a third phase
from 2000onward will focus on developing and upgrading the economy.
Economic Transition and Health Sector Reform
The state health care budget for 1996was Rub 2,048 billion (US$6.83million), equivalent to 9
percent of public expenditures and an estimated 6.5 percent of gross national product. In 1996
per capita public health expenditure was Rub 359 rubles (US$1.20).Revenues for the health budget come from both the central (25.9percent) and local (74.1percent) government budgets. In
1995,75.6 percent of total health expenditure was financed from the state budget; a further 1
percent was raised from user fees; and extemal financing (humanitarian aid and so on) from
international, bilateral, and nongovernmental organization donors amounted to 23.4percent of
total expenditure. The financing available in 1995was still insufficient to fully fund the operating
costs of the health sector.
The Ministry of Health has developed a phased reform program for the health sector,including restructuring and decentralizing control, introducing a system of self-financing in health
care, implementing new approaches to professional education and training, and strengthening
the legal framework relating to health care. The ministry is reallocating resources to strengthen
prirnary health care, planning privatizations in health care, and strengthening drug supply and
disease control policies.
The legislative basis of the health care sector in Tajikistanhas been strengthened in various
ways, namely:
* The new constitution gives all citizens the right to receive free health care from state medical institutions.
* Health care laws passed since 1993include legislation onblood donation and composition
of blood products, AIDS prevention measures, and sanitary and public health measures.
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Draft legislation has been prepared on health care reform, medical insurance, psychiatric
care, and pharmaceuticals. The draft law on health care reform envisages, for the first
time, the creation of a mixed economy of health care provision that includes health care
provision by the public and private sectors, by cooperatives, by employee collectives,and
so on. The draft law on medical insurance provides for both voluntary and compulsory
health insurance. The government will create both a compulsory health insurance fund
and a health care fund. The latter will finance the following activities:
- Implementing priority health care programs
- Training and retraining personnel
-

Carrying out scientific research

- Renovating, rehabilitating, and upgrading facilities
- Financing emergency health care services to control communicable and infectious
diseases and epidemics and to take responsibility for health care during natural
disasters
- Redistributing funds among regions to equalize the availability of resources.
In 1994and 1995the total number of hospital beds in Tajikistandecreased by 20percent, with
a further 10 percent reduction during 1996.Future reform efforts will include increasing use of
user fees and self-financingservices, private medical practice, privately run facilities,and voluntary health insurance. A professional association for nurses has been established and professional education and training is being reorganized.
Tajikistan'splentiful natural resources mean that the development of a domestic pharmaceutical industry is possible. Four pharmaceutical and medical supply plants are under construction, and a joint Tajik-Indianventure began producing pharmaceuticals in 1995.
The authorities have placed high priority on combating infectious diseases, drawing on the
recommendations of the World Health Organization, the United Nations Children's Fund, and
other internationalorganizations.The particular areas of focusindude women and children'shealth,
reproductive health, respiratory disease, diarrheal diseases,breastfeeding, and iodine deficiency.
They have also taken steps to reform and upgrade the conduct of biomedical science and
research, including training and the establishment of research priorities. Only high-quality research into priority health problems will receive funding.
Finally,a national health policy has been developed following the recommendations of the
World Health Organization's Regional Officefor Europe. While health care reform is important
for improving the health of the people of Tajikistan,health care is only one of many factors that
affects health status, and the Ministry of Health will strive to develop health policy that also
addresses lifestyle issues and the social and physical environment.

11
Implementingthe State Programon Health
in Turkmenistan
Chary Kuliev
Minister of Health and Medical Industry, Republic of Turkmenistan

Turkmenistan's existing health care system has not met the essential needs of the populace and
fails to provide for each citizen's right to health care. As a result, in July 1995the president announced a new state health program that is based on a series of fundamental reforns to health
care, including
* Improving health care management
* Introducing voluntary state medical insurance
C
Changing to a system based on family practitioners
* Strengthening primary care
* Strengthening preventive and public health activities
* Improving the health infrastructure and rationalizing bed capacity
* Strengthening and modernizing health care logistics and equipment
* Developing a domestic pharmaceutical industry
* Improving professional education and training.
Reform of the health management system will require integrating horizontal and vertical
organizational structures and clarifying the responsibilities of different agencies. The authorities
have undertaken various organizational steps to support the reform program, including consideration of establishing new standards, developing a personnel training system, differentiating
the management responsibilities of state agencies, decentralizing management and
decisionmaking, and developing management information systems.
Making Insurance Available
Since January 1, 1996,voluntary state medical insurance with a fixed premium of 4 percent of
income has been available to all citizens of Turkmenistan. Insured citizens have accessto a range
of benefits, including a 90 percent discount on drugs at state pharmacies, a 25 percent discount
on dental treatment, free planned hospitalization, and a choiceof familypractitioner. The current
level of coverage is 1.3 million people (excluding dependents), out of a total population of 2.1
million people.

IntroducingFamily Practice
A key objectiveis the gradual transformation of primary care services into a family practitionerbased service, along with a general strengthening of primary care services to improve reliability,
effectiveness,and accessibility.The introduction of patient choice of physician and of better continuity of care for the entire family will significantly improve the quality of primary care. Training programs in family medicine are being introduced, and a chair in family practice has been
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established at the Turkmen State Medical Institute. Similarly,special training is being established
for family nurses. In 1996, 1,777doctors were redesignated as family practitioners and 2,759
nurses as family nurses. By the end of 1996, the entire population was covered by the family
practice system.
Experience with a pilot family practice program established in polyclinics in Ashgabat in
1994 suggests that the system has resulted in reduced infant mortality and lowered incidence of tuberculosis and cancer, and the hope is that the system will assist in the early
diagnosis of disease.
Controlling Disease
The cornerstone of Turkmenistan's health care system is disease prevention, and the strengthening of primary care will focus on the use of the most effective disease prevention and treatment
methods. The authorities are well aware of the social and economic importance to the nation of
improving the population's health status. Key priorities in this context include
*
*
*
*
*
*

Reducing health risks from smoking and alcohol and drug abuse
Ensuring the provision of prenatal care
Providing early childhood care
Immunizing children
Focusing on nutrition, including infant nutrition, and adding iodine to salt
Promoting healthy lifestyles.

Young people's health care is the priority for preventive measures. Decisive steps will be
taken to improve preschool and school medical services,for instance, by improving the effectiveness of pharmaceuticals used and improving nutritional status through vitamin and micronutrient supplements. In addition, the authorities will promote healthy lifestyles among the young by
introducing a course on sanitary skills and disease prevention into the secondary school syllabus, having the national broadcasting company transmit health programs on television and radio, and developing facilitiesand improving access to physical training and sports.
Progress in this area to date includes a mass diphtheria immunization program in January
1996,which covered 1.9million people, and a vaccination campaign in April and May 1996that
covered 500,000children under four. Particular efforts are being directed toward reducing tobacco and alcohol consumption through the media and health education campaigns.
Restructuring Health Service Provision
The authorities plan significant restructuring of inpatient provision to make more effective use
of current bed capacity.Plans for reducing the number of hospital beds, incorporating polyclinics into hospitals, and lowering the number of hospitalizations are being formulated and implemented. Better pre-admission examinations will improve diagnostic accuracy,while the development of treatment guidelines for key diseases,the extended opening of diagnostic departments
(for example, during weekends and evenings), and the development of domiciliary care will
improve the efficiencyand effectiveness of inpatient care. The expectations are that savings from
inpatient capacity reductions will release resources to improve the quality of the technologies
and facilities employed, thereby improving the quality of care.
As of 1996,6,525beds had been closed nationwide and 3,726doctors, nurses, and paramedics
had been released from their duties. As a result the government saved manat 10.05billion, and
will use these funds to improve service quality and strengthen logistics. Arrangements have also
been made to allow members of the armed forcesto work in public health institutions to improve
the quality of services offered.
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Financing Health Care
In 1996,health care expenditure amounted to 3.5percent of gross national product. New sources
of income for the health sector include contributions under the national voluntary medical insurance scheme, income generation through contracts with the private sector and treatment of foreigners, duties on imported medicines, user fees, and foreign investment in the health sector.
The flexibilitywith which health care provider institutionscan allocateresources internallyhas
been significantlyimproved. Global budgets have replaced the previous line item budget allocation system, allowing maximum freedom to deploy resources to best effect.At the same time, institutions have been allowed to use savings to boost staff salaries,thereby improving incentives.The
allocation of state funding will move toward a per capita basis in the near future. Overall, the
largest proportion of state health expenditure will be devoted to primary care services.
The reform program also envisages the development of private medical practice to meet the
vast demand for health care services. Both practitioners of modem medicine and traditional
practitioners will be able to operate, and the Ministry of Health and Medical Industry will regulate private activity by issuing licensesto individual practitioners and to corporate bodies. However, the ministry recognizes that public financing and provision of health care will outweigh
private financing and provision for the foreseeable future.
Investing in the Health Sector
Investment will continue, both to ensure that facilities are properly equipped with modern resources,and to reconstructexistingfacilitiesand developnew facilitiesacrossthe country.To achieve
this, foreign and private investment will be used. These funding sources would also be used to
supply health care providers with appropriate medical equipment. The construction of a resuscitation unit and the reconstruction of a surgical unit in two Ashgabat hospitals is taking place in
partnership with foreign companies, while in 1996the governments of Israel and Japan and the
Islamic Development Bank extended credit totaling US$20million for medical equipment. The
government plans to build in Ashgabat a 300-bed multispecialty medical center, equipped with
up-to-date diagnostic equipment and facilities,and 150-bedcenters in each of the provinces.
A key priority for Turkmenistan is to produce a sufficient quantity and quality of medicines
to meet the population's needs. Local investment in the pharmaceutical industry will spur the
growth of domestic drug production, and the development by the state of modem centers of
training and production will attract expert personnel and investors into this sector. A joint venture with an Indian company in the pharmaceutical and medical supplies sector is under way.
Regulations on the licensing of pharmaceutical and medical supply activities have been introduced, and a center for quality control, testing, and registration has been established.
Providing Training and Human Resources
The level of qualification of health care staff and the extent to which such staff are responsible for
achieving results affect the quality of care. The health reform program envisages radical reforms
in personnel policy and in the distribution of manpower across the country. Changes in further
medical education, periods of joint study and practice for medical and nursing students, and
improved training in modem diagnostic and treatment methods will be implemented. Better
training, competitive selection, certification,and refresher training will be introduced for faculty
members in medical and health training establishments, and exchange visits with foreign countries to update skills will be encouraged. Particular attention will be paid to improving training
in management, health economics,health financing, engineering, and health care logistics.
Licensingwill oblige medicalemployees to undertake regular retraining in expert facilities,and
will mandate the recertificationof personnel to meet the requirements for primary care and family
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practice. Retraining courses will be established in research institutes and in large multispecialty
hospitals, and self-financingcenters will be established to train medical personnel.
Conclusion
The state program on health establishes the legislative basis for developing the health sector.
Amendments and additions to existing laws include the Law to Protect the Population's Health,
the Law on Voluntary Medical Insurance, and the Law on Procurement of Medicines. These
additions will protect citizens' rights to have access to health care, promote the effective functioning of the health care system, and promote the improvement of the population's health. Their
implementation is therefore of the utmost priority.

12
HealthSystem Reformin Uzbekistan
R. T. Sultanov
First Deputy Minister of Health, Republic of Uzbekistan

Like all other former Soviet republics, Uzbekistan is currently in a period of transition to a market-oriented economy.Inevitably,the changed situation has had a profound impact on the health
system. Tomeet the challenges posed by economicand political transition, the Ministry of Health
has prepared a strategy to guide health sector development. The ministry has undertaken a series of reforms to improve health status and has established clear-cut objectivesto be achieved by
the year 2000.Health sector reform in Uzbekistan is based on the principles of the basic human
right to health care, of equality of and accessibility to health care for all, of the need to give
priority to preventive measures, and of the need to provide social protection for the disabled.
Above all, the reforms seek to improve the quality of primary health care, which should be the
most important component of the health care system.
In launching health reform in Uzbekistan, the authorities paid special attention to reorienting
the cumbersome,capital-intensive,and ineffectivestructure ofmedical institutions inherited from
the former Soviet regime, which proved unsuitable for a market-oriented system. In the last few
years, the number of hospital beds has been reduced by about 35 percent, while administrative
personnel have been downsized by 45 percent. In addition, new types of medical services, such
as one-day procedures, day-time hospitals, and outpatient surgery centers,have been introduced.
Another change is the decentralization of health system management. Many of the Ministry
of Health's rights and functions have been delegated to local health agenciesand medical institutions. In addition, considerable human and financial resources are being shifted from hospitals
to outpatient and ambulatory services. In 1991only 20 percent of all funds available for health
care were spent on primary care, but in 1995this proportion reached 35 percent, and will be
raised to 50 percent by 1998.
Specialattention is paid to maternal and childhealth care, and a state program has been adopted
to improve the health of children and young people. As a result, maternal mortality has decreased
by 70 percent since independence and infant mortality by 45 percent. Family planning is being
introduced in an attempt to reduce the average number of children per family from six or seven to
two or three.The number of women of childbearingage using contraceptiveshas increased from 9
percent to 40 percent and the birth rate has decreased from 34.5 to 29.4 per 1,000population.
Infectious disease prevention is also of great importance. In 1995,95 to 97 percent of children
were vaccinated against polio and diphtheria. A national program of child vaccination has been
developed, and concrete measures aimed at reducing the incidence of hepatitis, acute respiratory infections, and other especially dangerous diseases (cholera, plague, rabies, and so on) are
being implemented.
Under the Soviet regime, Uzbekistan, like the other Commonwealth of Independent States
countries, had a large number of physicians whose quality of training and knowledge fell short
of contemporary standards. Therefore the authorities have developed a new system for training
and retraining physicians based on international standards, and in 1996/97 established the Institute of General Practice.
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Private medical practice has been permitted for the first time, making it possible to lay the
foundation for a private health sector. Currently, 10 percent of all medical workers are employed
in the private sector, and this percentage is increasing.
The pharmacy network and procurement agencies have been successfully privatized, which
will considerably improve the provision of pharmaceuticals and medical equipment to both medical institutions and the population at large. The pharmaceutical manufacturing industry is developing successfully, and three joint ventures with foreign companies are under way. While in 1991
Uzbekistan's pharmaceutical industry met only 4.1 percent of domestic drug requirements, that
figure had grown to 10 percent by 1995, and by 2000 is expected to have increased to 25 percent.

Reformiing the Network of Health Care Providers
The historical development of medical institutions in Uzbekistan resulted in the duplication of
functions, with most of these institutions housed in inadequate buildings. Of 6,539feldsher posts,
3,209 (49 percent) are packed into one or two rooms, and of the 1,465 rural outpatient clinics,
1,131 (77.2 percent) are unfit for examining and treating patients. Most rural outpatient clinics
and rural hospitals have only one or two physicians and lack electrocardiograms and wellequipped laboratories. At the same time, the number of people attending these facilities remains
constant. Feldsher posts receive up to 24.0 percent of all rural patients, rural outpatient clinics
receive up to 34.0 percent, and rural hospitals receive 42.0 percent. This has resulted in poorquality medical services.
The Ministry of Health has examined the infrastructure of health institutions. Its aim is to use
the existing institutions rationally, while improving medical services and extending them to rural residents. The ministry decided to set up rural medical stations, each serving 1,500 or more
patients depending on population density in the area. Rural medical stations will house general
practitioners trained at institutes of higher leaming or retrained at the Tashkent Institute for
Continuing Medical Education. The State Institute for Health Facility Design has prepared a
design for a rural medical station that consists of 13 rooms, including rooms for a physician, a
feldsher, an obstetrician, a visiting nurse, a physiotherapist, a location for functional diagnosis, a
clinical laboratory, and a day-time hospital. Each rural medical station will have a telephone,
natural gas, hot and cold water, and an ambulance.
Rural medical stations will permit the provision of a wide range of health services to rural
residents, assist in the early diagnosis of diseases and the timely referral of patients to raion
hospitals and other curative and preventative facilities, and help with health screening and health
promotion. In the course of establishing rural medical stations, some feldsher posts will be transformed into branches of rural medical stations, while the remainder will be eliminated. Plans are
also under way to reorganize many rural hospitals into zonal consultative polyclinics housing
six to eight physicians each and nursing beds. To ensure a flexible approach to these changes, the
authorities have proposed retainingfeldsher posts, rural outpatient clinics, and rural hospitals in
mountainous, semidesert, and remote livestock grazing areas.
A vertical health reform aimed at changing the infrastructure of curative and preventative
institutions, especially in rural areas, has been launched. This is in addition to the horizontal
health reform plan, which focuses on the transition from extending the physical capacity of the
health care network to improving its productivity by eliminating 70,000 hospital beds; reducing
the number of administrative personnel; and training, retraining, and retaining medical staff.

Health Care Logistics and Drug Provision
The privatization of state enterprises in the medical supply and pharmaceutical sectors produced
positive financial and economic results in 1995.For example, the trade turnover goal for 1995
was 140 percent of that in 1994,but the actual figure was 263 percent, or UZS539million.
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The enterprises that repair, assemble, and maintain medical equipment rendered UZS23.7 million worth of services to health facilities, which significantly surpassed the planned volume of
UZS11.8 million. After paying taxes and fees, the enterprises spend part of their profits not only on
expanding existing facilities, but also on building new ones, for instance, a plant to produce a
stitching material for surgery. In addition, three new joint ventures in which foreign investment
constitutes 51 percent of authorized capital are selling medical equipment, glasses, and drugs.
All 13 enterprises in the medical supplies system have been privatized. Eleven of the enterprises have become collectives and two have been transformed into limited liability companies.
These enterprises now work with both customers and their own suppliers on a contractual basis.
Among their customers are the oblast health agencies and the Ministry of Health. The medical
supplies enterprises provide their clients with the necessary medical goods within the shortest
possible period of time at lower prices. Goods are delivered within five to six days and the markup rate was reduced from 30 percent in 1994 to 22 percent in 1995, while profits almost quadrupled. Following privatization of these enterprises, the number of employees has fallen 25
percent, from 311 in 1994 to 235.
The National Pharmaceutical Production Association (Pharmacia) has been reorganized into
a joint stock company (Dori Darmon), which has led to changes in the management structure,
procurement system, forms of ownership, and functions of pharmacies. The State Property Committee of Uzbekistan has delegated to the association the rights to manage the activity of territorial state joint stock associations and the joint stock company, which was established on the basis
of the Republic Drug Warehouse in accordance with the block of shares held by the state. The
reforms have improved drug provision by meeting 60.5 percent of the 1995 requirement, instead
of 43.6 percent as in 1993.
In 1995 the Uzmedexport Foreign Trade Association was formed. A state owned agency,
Uzmedexport is primarily engaged in buying drugs, vaccines, serums, medical appliances, equipment, and chemical reagents. The government has appointed Uzmedexport as an agent for holding tenders and signing contracts to supply medicines, medical equipment, and baby food to the
country using the ECU 59 million credit extended by the European Union in 1994-95. The association possesses Uzbekistan's only extensive database that details the assortment and prices of
world manufacturers' medical products and is included on the national list of enterprises with
priority rights to convert currency.
The Main Administration for Quality Control of Pharmaceuticals and Medical Equipment
has been set up under the Ministry of Health in accordance with a cabinet resolution. This is in
pursuit of a policy that governs quality control, certification of pharmaceutical products, medical equipment, dietary foodstuffs, and withdrawal of preparations from sale, as well as the gradual
adaptation of the quality control system to internationally accepted standards. Currently 600
foreign made drugs have been registered in Uzbekistan, and the Pharmacological Committee
has examined and permitted the use of more than 30 domestic preparations.
Foreign countries such as Germany (41.3percent within the framework of the European Union
credit), Hungary (11.9 percent), France (10.7 percent), Slovakia (8.7 percent), Poland (6.6 percent), Belgium (5.0 percent), and the Czech Republic (3.4 percent) are quickly winning the market for medical goods in Uzbekistan. In 1995 Medpribor imported 52.1 percent of its medical
goods from Germany, 27.8 percent from the United Kingdom, 9.0 percent from Italy, and 4.4
percent from the United States.

Training Reform
Medical staff play a key role in developing the health system. The number of physicians in
Uzbekistan surpasses by far the number in industrial countries. However, their excessive number is not reflected in the amount of work they perform or in their efficiency. In some cases their
workload is half that of Western levels. By contrast, paramedical staff are in extremely short
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supply, with the result that physicians are often forced to undertake nursing duties. In 1995the
physician to nurse ratio was 1:3.3,compared to around 1:5 in countries with well-developed
health systems. Moreover, considerable shortcomings in the training system itself, coupled with
a lack of materialincentives,have resulted in extremelylow professionalskills among most medical
workers. High-quality training was impossiblein the past because of the excessiveload on teaching staff (up to 1,000hours per person per year), as well as insufficient individual work with
students. In addition, wage leveling and the lack of incentives for producing well-trained students meant that the teaching staff themselves were not highly skilled.
This situation has necessitated a radical review of the training of medical staff, and has resulted in the development of a new concept of medical training based on a thorough study of
health systems and training of medical staff abroad. The reorganization of medical training and
an emphasis on qualitative instead of quantitative indicators are based on the introduction of a
continuous, multistep system of medical training, the integration of medical training with science and practice, a reduction in the number of medical students enrolled, the introduction of a
competitive system for entry to medical school, a greater emphasis on the role of paramedical
personnel, and the training of the most capable students and specialists abroad.
The first level in the multistep training system is general medical training for four to five
years, which gives students a bachelor's degree and the right to work as a doctor's assistant. The
second level (years 5 to 7) trains general practitioners who will work in ambulatory clinics, polyclinics, emergency stations, and day hospitals. A master's degree is awarded on completion of
the third level of training (years 9-11). University graduates and specialists who have the appropriate work experience at health institutions and have passed specific examinations may study
for a master's degree. Holders of the master's degree will work at specialized institutions and
will be permitted to engage in private practice.
The reform of medical training began four years ago. Academic year 1992/93 saw the introduction of new curricula. A rating system for assessing students' knowledge is currently being
introduced through computer testing. The training process has also been changed: lectures are
now given to groups of no more than 60 students, study groups consist of only 12students, and
practical classes are conducted in groups of 3 to 6 students. Enrollment in medical schools has
been virtually halved in the past four years. At the same time, the-number of teaching staff has
remained constant, which reduced the teacher to student ratio to 1:6.To raise professional skills
among the teaching staff, special departments have been opened at the Tashkent Institute for
Continuing Medical Education, and plans are under way to introduce a regular test of professional fitness for all who teach at medical colleges.The final goal of the reorganization of medical
training is to bring it to internationally accepted standards, thus making Uzbekistan's medical
diplomas valid in other countries.

13
ImplementingPrimary Health CareReform
in Romania: An Experimentin Eight Districts
Gabriela Scintee
Institute of Public Health and Health ServicesManagement, Romania, and
Teodor Traistaru
World Bank Program Coordination Unit, Ministry of Health, Romania
TheRomanianhealth caresysteminheritedthe sameproblemsfromthe formerSovietUnionas
the CentralAsianrepublics:centralizedplanningand financing,underfunding,and poor performance.At the sametime,no new investmentand littlemaintenancehad takenplaceduring the
previous decade.Health workers' salarieswere low relativeto averagewage levels,and few
incenfivesfor efficiencyexisted.
Hospitalstraditionallycontrolledfundsforboth primaryand secondarycareservicesin their
districts,so that primarycarehad tended to be starvedof resources,and drugs and equipment
had beenlargelyhospital-based.Thishad led to excessiverelianceon hospitalservicesand little
emphasison preventivemedicineand healthpromotion.Theseproblemsand thefollowingother
factorshavepromptedthe authoritiesto initiatereformof the health caresystem:
* Thetransitionto a freemarketeconomy
* Theescalationin costscausedby newtechnologies,an agingpopulation,and rapidhealth
sectorpriceinflation
* The new conceptsregardingthe appropriateroles and responsibilitiesof the state and
otheractorsin the healthsector
* Theactivitiesofinternationalorganizationsand institutions.
Policy Formulation
Since1989,the health of the population has becomea much higher policypriority,especially
againstthebackdropof the economiccrisis.In 1991theWorldBankagreed to a loan ofUS$150
million in the form of a health rehabilitationprogram. Based on the results of a feasibility
study undertaken prior to agreementon the loan,the program has focused on strengthening
primaryhealth care and reorganizinghealth servicefinancingand management.Funds provided under the loan will be used to purchasenew equipment; rehabilitate infrastructure;
provide technical assistance;and run training programs for managers, nurses, and family
planning personnel.
Twoparallelprojectsare componentsof the WorldBankprogram.The"HealthyRomania"
study assessednationalhealth needs and developeddetailedproposals for a health strategy,
incorporatingnew methodsof organization,financing,resourceallocation,and servicedelivery.
A decentralizationprojectestablishedactionplans in four districtsto improveresourceutilizafton,increaseresponsivenessto localneeds, encouragelocal decisionmaking,and establishaccountabilitymechanisms.
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The choice of primary care as the key focus for reform reflected the various inherited structural problems of the health system. The main issue was how to strike a better balance between
primary and secondary care in the hope that strengthening primary care would both improve
health status and reduce the workload in the secondary sector.To avoid making costly mistakes
at the national level, policymakers decided to introduce the reforms in an experimental manner
in eight pilot districts.
The Experiment
The experimental reforms of primary care service provision and resource allocation were launched
in eight districts in August 1994. The aim of the approach was to permit learning from experience
and to introduce health professionals and the public to the key concepts and changes involved.
The objectives of the first stage of the experiment were as follows:
* To enhance the role of primary health care and develop a clearer distinction between primary and secondary care providers in terms of organization and management
* To achieve universal population coverage for a basic package of services
* To improve access to primary care
* To promote individual choice and participation
To improve consumer satisfaction in relation to primary care services
* To change the professional status of general practitioners (GPs)
i To increase autonomy in decisionmaking at local levels.
To achieve these objectives, the authorities set specific targets, namely:
- To shift the responsibility for funding and managing primary care clinics from hospitals to
district health authorities
* To establish contracts between district health authorities and GPs (both individual or group
contracts) that specified payment, activities, and standards
* To replace the former wage system for payment of physicians with one based on weighted
capitation and fees for service
• To allow patients to register with whichever GP they wanted and to change to another
after three months
* To train GPs in family medicine and improve doctor-patient relationships
* To implement accreditation for GPs
* To develop continuing education, peer review, and periodic assessment of skills
* To involve communities and local government in health care.
The most important element of this package has been the change in the way physicians are
paid. GPs are now paid through a mix of capitation fees and fee for service payments, with the
fee for service element making up no more than 40 percent of total income. Combined with
patients' right to choose GPs, capitation has the advantage that unpopular or substandard GPs
will find attracting patients difficult. The authorities expect that most GPs will have 1,500-2,500
patients registered on their lists. Fee for service elements will be used to promote the uptake of
particular services, such as immunization, chronic disease management, and cancer screening.
Fee for service items are restricted in number and frequency, and district health authorities will
periodically monitor the accuracy of fee for service claims.
Next steps in the experiment will include developing budgets for GPs, organizing group
practices, including nurses in the reform program, extending the experiment to Bucharest
and four other districts (thereby covering nearly 50 percent of the population with the new
system), and experimenting with new methods of service delivery and resource allocation in
secondary care.
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Implementation
In comparison with other Central European countries, health reform in Romania started comparatively late. This has given planners the advantage of being able to learn from the experience
of others and to avoid repeating others' mistakes. Planners held fruitful discussions with colleagues from Bulgaria, the Czech Republic, Hungary, and Poland on the best courses open to
them and how to overcome the obstacles they might encounter.
The preparation phase of the program (situation analysis and development of options) involved all key players within the health sector, and media campaigns were targeted at both the
public and at health professionals prior to the launch of the pilots. In addition, routine monitoring of progress incorporates the opinions of health professionals and the general public. This
process of involvement appeared to minimnizeopposition to the reform package. Local-level
managers also play an important role by providing feedback on decisions taken centrally and
explaining such decisions to local personnel.
The Roles of Key Actors
Not only does health reform affect different segments of the population in different ways as
discussed in the next section, but each segment has its own role to play.
Central Government

The implementation of health reform requires strong support at the national level. To this
end, the Ministry of Health established the Health Reform Coordination Committee, while
at the government level, a special health committee has been set up to monitor overall progress.
The Ministry of Health collaborates closely with other ministries and institutions in the area
of capacity building and implementation, especially with the ministries of Finance, Labor,
and Social Protection.
District Level

Prior to the start of the reform experiment, the authorities set up reform and health insurance departments in each of Romania's 41 health districts to take on local responsibility for
reform issues. Key personnel in these departments have received training in health systems
management at home or abroad. Given the importance of their recently acquired experience,
the directors of the eight pilot districts will act as consultants to new districts as they are
brought into the experiment.
Under the new resource allocation scheme, local authorities provide and manage funds for
the maintenance and repair of health facilities. The World Bank funds were used to rehabilitate
499 primary care clinics, and the remaining 561 were rehabilitated using local government
funds. Local governments also work closely with health authorities to prepare new community health programs.
Doctors

Doctors working in both primary and secondary care periodically participate in meetings with
the reform team so that the team can pass information on to the doctors, while the doctors provide feedback on progress and obstacles. Policy relating to the experiment has been changed
twice in response to feedback from doctors. Meanwhile, a high response rate (80percent) to a key
survey about the experiment among doctors demonstrated their high level of interest in the reform process.
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Nongovernmental Organizations
The most important nongovernmental
following:

organizations involved in the reform process include the

* TheRomanianPublicHealthand HealthManagementAssociation-This association has more
than 500 members, including doctors, economists, pharmacists, and nurses. Association
members regularly discuss health reform at their meetings, and the association is involved
in specialist international networks, arranges study tours and conferences, and so on.
* The Romanian Nursing Association-The key concerns of this 10,000-member organization
include professional training and accreditation and the setting of standards and regulations.
* The Physicians and Pharmacists' College-Founded in 1995, the college will ultimately be
responsible for planning postgraduate training, setting clinical standards, and negotiating
doctors' remuneration.
* The Hospitals Association-This is an independent professional association of more than 80
hospitals, who are represented by their directors. Its objectives include defining the role of
hospitals within the reformed system, improving hospital management, promoting highquality care, and establishing international contacts.

General Public
The public has been informed of the content of the reforms at the primary care level, and growing
consumer choice has increased the influence of the public. In the pilot districts 84 percent of the
population are registered with a GP, and 1.6 percent have already exercised their right to change
GPs at least once. Changing the psychology of consumers, who had been accustomed to the concept of health care being free of charge, is a key objective. Having been properly informed about the
issues involved in the introduction of health insurance, the general public is more willing to pay
insurance contributions than to continue making under-the-table payments. The introduction of
social insurance, with its redistributive nature, is also culturally appropriate in Romania.
International Organizations
The World Bank has been the most important international actor in the Romanian health reform
process by providing the US$150 million loan, providing assistance in procuring consultants,
and being directly involved in the evaluation of the reform experiment.
Impact of the Experiment
As noted earlier, the health reform experirnents will affect different groups in a variety of ways.
Impact on the General Public
Public satisfaction with health services following the reforms in the pilot districts appears to have
increased significantly, as demonstrated by a 1995 survey carried out by the Institute of Hygiene,
Public Health, Health Services, and Management. Since being allowed the freedom of choice, patients feel closer to their doctors, while physicians' interest in their patients' health has increased, as
has their sense of competition, which will ultimately lead to improved health outcomes for patients. Access to GPs has also improved. Key factors leading to greater public happiness with the
health system include their ability to choose their GP, 24-hour coverage, GPs' greater willingness to
make house calls, and improvements to the physical infrastructure of primary care clinics.
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Impact on Primary Care Professionals

GPs have generally welcomed the new method of remuneration, which allows greater differentiation in pay according to workload. GPs' incomes have generally risen under the experiment
according to a survey that showed that 52 percent of GPs earned more money under the new
system than before, and only 17 percent believed they earned less than before. However, the
workload has increased under the new system, with more consultations (up 21 percent), more
house calls (up 40 percent), and 64 percent of GPs offering 24-hour coverage.
Overall, 74 percent of doctors surveyed wished to keep the reformed system, and GPs from
other parts of the country are keen to see the experiment extended. However, doctors do not feel
that the social status of their profession has risen substantially since reforms beganr 53 percent
thought their social and professional status was unchanged.
Impact on Secondary Care

Evaluation of the health care reform program indicated that between 1994and 1995referrals from
GPs to polyclinicsfell by 23.9percent, and GP referrals to hospitals fell by 53.6percent. However,
no reduction in total hospital admissions or attendance at emergency departments was observed
during this period, which indicates that admnissionto hospital is a complex and multifacetedissue.
Impact on District Health Authorities

Districts have gained valuable experience in the management of change, while the reform and
health insurance departments of each of the eight districts are vying with one another to obtain
the best results. Changes in central-local goverrnmentrelationships have also taken place, with
greater decentralization of health care occurring as it becomes clear that local levels are better
equipped to handle certain issues. Districts outside the experiment are interested in the pilot,
and several have expressed an interest in becoming involved.
Impact on Local Authorities

Good working relationships have been established between local authorities and health authorities,with an increasing acceptance that health is an intersectoral issue and that many factors that
affect health remain outside the control of the health services.

Problemsand Obstacles Faced
Certain problems have been encountered in the course of the reform experiment as follows:
* The reluctance of some patients to register with a GP or cases where patients were simultaneously registered with two or more GPs.
* A tendency for some GPs to overemphasize provision of those services that offeredfee for
service payments and to neglect services that do not attract fees, and an absence of standards and protocols. Districts are currently being helped to develop standardized data
collection systems to tackle these problems.
* The limited extent to which decentralization was actually achieved. District health authoritieshave increased their responsibilityfor operational management, but strategic planning continues to take place largely at the Ministry of Health level.
* The involvement of nurses in reform has been limited to date.
* The failure of admissions to fall even though GP referrals to secondary care have decreased
is also of concern. Reasons for this include high rates of self-referral, substantial numbers
of unfilled GP posts (29 percent), and admissions for welfare reasons.
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Conclusions
The experiment in the eight pilot districts has provided many valuable lessons about the reform
implementation process. Changes in the method of financing can provide a way to attract more
resources for health care, and perhaps to improve accountabilityfor and transparency in expenditure. Changing the payment system provides better incentives for professionals to provide improved servicesand can prevent cost escalationand supplier-induceddemand. Other lessonslearnt
from the experiment include the vital importance of improving communication systemswithin the
health sector,of providing formal training in health service management for key personnel, and of
conducting periodic evaluations of success and progress toward the objectivesof reform.
Changes in health policy in Romania are unavoidable given the existence of forcesfor change
both within and outside the health system. The main challenge is to define clear and feasible
objectives for health policy, remembering that health sector reform is not an end in itself, but is
merely a vehicle through which to achieve the desired objectives of health policy.

14
Planning the Implementationof Health SectorReform
in CentralAsia
Serdar Savas and Aziz Ustunel
World Health Organization Regional Office for Europe

Reforming health care systems in the Central Asian republics is not an easy task. Difficultiesarise
because health care may not command a high priority while the government is laying the foundations of an independent state as a result of profound economic problems, and because the
historically centralized organization of the countries' health systems may mean that the process
of reform could take a long time to begin. However, reform is both vital and inevitable given
rising mortality and morbidity levels, diminishing resources for health and health care and growing inequity in the distribution of these resources, along with the weakness of primary care and
the bias toward specialist care.
Until now,debatehas focusedprimarilyon the desiredcontent ofreforms,but has dealt littlewith
the question of how reform should be implemented. This chapter thereforefocuses on the process
rather than the content of change based on our somewhat limited experience in Central Asia. We
hope to present ideas that are practicallyfeasible,rather than theoreticallyattractive,and stress that
all our recommendationsare specificto the context of Central Asia in the latter half of the 1990s.
Where to Start
In the former Soviet Union, national health plans were primarily prepared by the SovietUnion's
central institutions in Moscow,for example, the Ministry of Health, the State Planning Committee, the Permanent Commission on Public Health Services, the Council of Ministers, and the
Supreme Soviet.As a result, the policy development and strategic planning capacities of national
ministries of health in the Central Asian republics remain limited, and the management capacity
needed to realize a comprehensive reform program frequently does not exist.
Establishing a Coordinating Unit
The first task of the reform process must therefore be the creation of such management capacity
within national health systems. This can be achieved by setting up a policy, planning, and coordination unit (PPCU)in the ministry of health, which will take the lead responsibility for developing health care reforms. Such an approach could be described as a centralization of the reform
process, and this is exactlywhat is required. Given that tight central control over decisionmaking
predominated for so many years, local officialsare not accustomed to strategic planning and lack
a culture of discussion and consultation with other actors. Indeed, one of the PPCU's tasks will
be to create an open discussion forum for all the relevant actors. The PPCU will act both as a
catalyst within the national system, and as a focalpoint and counterpart for international organizations, thus ensuring the coordination of donors' activities.
The PPCU team must be multidisciplinary in nature, and must include epidemiologists, statisticians, economists, lawyers, physicians, nurses, dentists, and pharmacists. Other professions
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that could be valuable assets to the PPCU include sociologists, medical anthropologists, and
social psychologists. At the same time, the involvement of key groups in the reform process will
be vital, and representatives from the office of the president, the ministry of finance, the state
planning committee, academic institutions, oblastadministrations, and health care professional
associations should be included. Thought should alsobe given to striking a balance in the representation of both younger and more experienced personnel.
Developing Management Capacity

The team members of the PPCU must be offered training to build their management and
policymaking capacity rapidly. Older staff may benefit more from study tours to other countries,
while younger staff will benefit most from formal, longer-term training programs, such as postgraduate courses. Programs should be selected in those areas that the public health programs of
the former Soviet system do not cover adequately, such as health financing, health service management, and health policy.While providing training overseasdoes raise questions as to whether
participants will return to their own country on completion of the course, the training thus provided is vital to the reform process.Countries must therefore employ incentives and sanctions to
ensure that these individuals do return, and, most important, should agree with them on their
future position and job description before they leave for their training.
The timing of training programs is a delicate issue. Initially, the team needs to remain in the
country and receive intensive English language training, and those receiving postgraduate
training must ensure that their English is adequate prior to starting. Long-term training should
be phased to ensure continuity of work within the PPCU. If the country is planning to use a
World Bank loan, sending a few individuals for masters of science training with the support of
project preparation funds means that some staff will already be trained by the time project
funds actually become available.
Short-term training of up to three months is more appropriate for staff who have experience
or background training on the subject. Study tours should be carefully designed and organized.
Participants should prepare carefully,learning about the system they will be visiting and identifying the areas upon which they wish to focus. This preparation is essential to avoid study trips
becoming little more than vacations abroad. It must be accepted that social and political influence may play a part in the selection of certain candidates for training abroad, and that this is
probably inevitable and relatively harmless.
Formal, planned capacity building of this nature is necessary to create a pool of knowledge
and expertise, which will in turn improve the capacity for subsequent skill transfer, by avoiding
the dissemination and dissipation of foreign expertise to unconnected individuals.
Remunerating PPCU Members

Paying realisticsalaries to PPCU team members is clearly important. While their pay should not
differradically from that of others in the health sector,incentives to ensure continuity of personnel
are desirable. Realism about total potential incomes, that is, what PPCU staff might earn in the
private sector,is essential, and should enter into calculations of appropriate salary levels.
Carrying Out Situation Analysis

One of the first tasks of the PPCU will be to undertake a thorough situation analysis to identify the
problems faced. The PPCU must pool any existing data and analyses,for instance,reports already
prepared by foreignconsultants, and undertake further analysis (perhaps with foreign assistance)
to develop a comprehensive understanding of the situation. The temptation to say, "Weknow what
our problems are, we don't need to write them down," should be firmly resisted.
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Such analysis will rapidly identify areas of information deficit. Information gaps typically
include data on unit costs, financial flows to providers, household health expenditures, and service utilization, which are vital for consideration of financing and remuneration issues.The PPCU
therefore needs to fill these information gaps as far as possible to enable planning to take place
on an empirical footing. It should give priority to creative analysis of secondary data before
attempting to undertake primary data collection.

Whatto Do
While we have already stated that our main focus will be on the process of reform rather than its
content, clearly content is closely related to form and cannot be ignored. For this reason, we will
briefly highlight some aspects of the content of reform that we consider to be important.
Protecting the Positive Elements of the Old System
Currently, consensus exists that the Central Asian republics should preserve the positive characteristics of the health system inherited from the former Soviet Union. However, agreement on
what exactly those positive elements are may be harder to arrive at. We propose that the following are beneficial elements worth preserving:
* Universal coverage with comprehensive health services
* Well-structured systems of sanitary-epidemiological services for communicable disease
control and environmental health
* An extensive and well-structured health care infrastructure and sufficient human resources
* Regionalcoverage by health services organized around raionsand oblasts.

Developing ClearPolicy Goals
The goals of health policy must be clearly defined while reform is carried out, and the contribution of particular policy tools to achieving those goals must be clarified. If the tools do not match
the goals, the tools should be reviewed. Policymakersmust always remember that health reform
is undertaken to improve the health status of the population. This must be done in a way that
benefits all and does not put particular groups of people at a disadvantage. For example, the
risks health reform measures pose to rural and unemployed urban populations in many Central
Asian republics are clear.
Choosingthe Focusand Tools Carefully
The approach to health reform in many Western countries has relied heavily on financial tools,
largely to achieve cost containment. In Central Asia,however, given the many problems with the
delivery of services,financial levers may be neither the appropriate nor the primary tool available.
Considerable effortis currentlybeing devoted to establishinghealth insurance schemes as a way to
raisemore funds for health care. However,the general economicclimate in the Central Asian countries indicates that health insurance may not be a sustainable approach over the next few years.
User charges are another frequently cited source of funds for health care. While patients in
the Central Asian republics make unofficial payments for all sorts of health care, reformers
have not yet been demonstrated that official user charges will eliminate unofficial payments
by users. Formal user charges may simply place an additional burden on users, thereby increasing transaction costs for the sake of only marginal revenue benefits. Nonetheless, simple
flat-rate fees with straightforward exemption criteria do offer the chance to reduce inappropriate use (and abuse) of health services.

140

Serdar Savas and Aziz Ustunel

A focus on government revenues and financing therefore seems reasonable in the first instance. In this case, however, policymakers should pay particular attention to how financial
resources are allocated to the regional level, because current methods fail to ensure equitable
distribution of resources based on health care needs. Thus the first step should be the development of simple resource allocation guidelines using basic demographic, mortality, and morbidity data. Provider payment mechanisms will also be important to the success of reforms.
While some sophisticated payment systems are being developed, we believe that the key change
to be achieved is simply to shift the orientation of payment from inputs toward outputs, for
which moves to global budgets for hospitals and capitation payments for primary care providers would be sufficient.
Almost all the Central Asian republics are attempting to reduce the size of their hospital
sector by closinghospital beds. The challenge, however, is to find ways to shift resources (funds,
skills, and technologies) into primary care. Policymakers should bear in mind that whatever
the financing mechanism, health services are delivered by health personnel, which implies
that human resource issues are crucial components of the reform process. Upgraded medical
and nurse training and development of the nursing function are sorely needed. Shifting nurses
out of hospitals and into preventive functions in primary care, plus emphasizing the training
of general practitioners rather than medical specialists, would yield significant benefits in terms
of health status.
Policymakers should also exercise care when discussing privatization and decentralization,
two topics that frequently arise during debates about health reform. The former Soviet Union
operated a heavily centralized decisionmaking system, but its breakup resulted in the creation of
national ministries of health that often have weak policymaking functions, alongside peripheral
structures that may be able to exercise significant autonomy on many issues. As a result, considering the desirability of recentralization and not decentralization may well be more appropriate.
Similarly,many health services have operated in a quasi-privatized fashion, run by their head
doctors, with income generated via out-of-pocket payments, and medical and pharmaceutical
supplies purchased directly by patients on the open market; thus again, some effective
deprivatization might well be a desirable component of the reform package.

How to Do It
Deciding on the Right Approach

The policymaking process in Central Asia naturally continues to display many characteristics of
the Soviet era, and can generally be described as a top-down model with some exceptions (often
donor-driven local experiments). The central authority predominates in policy development,
with implementation delegated to the periphery purely as an administrative process. By contrast, managerial autonomy is significant, especially at the hospital level, but local operational
management is obviously quite different from national policymaking.
Thus the question is what is the most appropriate model of policymaking for Central Asia, a
rational, top-down approach, or an interactive, bottom-up model? The former has existed in all
former Soviet republics for decades, with many negative consequences, while the latter requires
the full participation of all levels in policymaking and implementation. Changing the top-down
administrative culture substantially in a short time would be extremely difficult. We therefore
suggest a combined approach: the development of a master plan by the PPCU using a participatory approach. Implementing change in any part of a Central Asian health system is likely to
involve multiple impacts and effects elsewhere in the system. A master plan provides a way to
establish links between different parts of the system, and can be used not as a blueprint, but as a
flexible template that can evolve with experience.
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Encouraging Participation and Transparency

PPCUs should develop master plans in a transparent and participatory environment that requires
identificationof all relevantinstitutions,groups, and individuals. However,the developmentof professional and industry associationsand lobbiesremains limited in Central Asia. In particular,the
PPCUsmay need to take steps to facilitatethe formationof nursing and medicalprofessionalassociations and consumer associations.In particular,they should help primary care professionalsto air
their views, becauseto date the most vocalphysicianshave tended to represent tertiary and research
instituteswith a vested interestin maintainingthe status quo. Bothindividual and roundtable discussions with all these groups should take place (perhapsin the form of an annual congress),and PPCUs
should be at pains to recognizeallviews,both positiveand negative,that arisefrom such discussions.
Opposing views must be given proper weight if trust is to be developed.
The use of a common vocabulary when discussing reform is important, and PPCUs should
develop a glossary of terms to prevent misunderstandings. Termssuch as privatization and health
insurance have often been used in the Central Asian republics in a political rather than a technical sense as a catch-all simply to describe moves away from traditional structures. A broader
communication strategy must ultimately be developed to ensure that the correct messages are
conveyed to the public, and to facilitate informed public participation in the debate as a legitimate interest group.
Analyzing the Opposition

Opposition to health care reform may arise from many different sources because of institutional,
individual, professional, and ideological reasons. For example, shifting resources into primary
care may create opposition among academics and specialist hospitals, bureaucrats may oppose
change to preserve their individual positions, the training of nonphysicians for health service
management posts may create opposition among doctors, and some may view sanitary-epidemiological stations as the symbol of the successes of Soviethealth care and therefore resist moves
to change their functions. PPCUs need to understand the underlying reasons leading to opposition to particular measures and the driving forcesbehind competing arguments.
Setting the Pace of Implementation

While support (or pressure) for speedy reform is often substantial, implementing the proposed
change on a small scale and evaluating its results prior to countrywide implementation is generally advisable. While arguments against the use of pilot projects are legitimate, for example, that
they tend to attract unreplicable levels of support and funding, or that they lead to a never ending cycle of pilot and demonstration projectsthat never ultimately lead to national change, PPCUs
should bear the advantages of gradual implementation in mind, be it through regional pilots or
the phased introduction of certain measures, such as gradual raising of prices.
Handling the International Community

The initial phase of contact between the Central Asian republics and the international community has allowed the development of mutual trust, so that many multilateral and bilateral agencies are now engaged in assisting health sector reform in the region. Different international institutions have their own specific raisonsd'etreand their specific policies, regulations, and style of
operation, and it is not surprising that they sometimes give conflicting messages. International
organizations do sometimes work closely together, but this is not always the case. They may
wish to preserve their own distinct identity within projects and to have direct access to the government, and they may be strongly opposed to another organization telling them what to do.
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Clearly, the national government is the only actor in a position to coordinate the activities of
the international assistance community effectively,and a structure is required to fulfill this function. State planning committees or external relations departments of ministries (which currently
undertake this coordinating task) may not be well suited to dealing with technical issues, and
PPCUs are probably better able to coordinate the technical inputs and activities of international
organizations. PPCUs may be able to synchronize the outputs of different agencies to achieve
maximum impact, which may be more acceptable than trying to coordinate inputs into areas that
the donors do not necessarily favor. External assistance may not correspond with national priorities, however, and countries must be willing to say no to an offer of assistance that does not fit
their own assessment of needs.
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The Role of the WorldBank in Facilitating
Health SectorReform
Alexander S. Preker and Richard G. A. Feachem
World Bank

The World Bank made its first health sector loan in 1970,when it lent US$2million to Jamaica.
Since then, the Bank's activitiesin the health sector have grown to the extent where it is now the
single largest external financier in low- to middle-income countries and a significant contributor
to international debates on health policy.This trend is consistent with the Bank's mandate, which
is to be a partner in strengthening economies and expanding markets to improve the quality of
life for people everywhere, especially the poorest.
Although the proportion of children who die before reaching the age of five is still unacceptably high, it is less than half the level that prevailed in 1960.With improved education, populations throughout the world have a better chance to live healthier, more productive, and independent lives. Reduced poverty, combined with adequate food, clean water, and better housing,
create the environment necessary for good health. Yet as we approach the turn of the century,
hundreds of millions of people still lack access to basic health services, acceptable levels of education, and adequate nutrition (Janison and others 1993).Each year 0.5million women die from
preventable complications of pregnancy, 3 million children die from a lack of clean water, more
than 1 million children go blind because they do not get enough vitamin A, and another 50
million children are mentally and physically impaired because of a lack of iodine in their diets.
Estimates indicate that deaths from tobacco-related diseases will rise from 3 million per year
today to 10million by 2025,with 7 million of these deaths occurring in developing countries. The
health challenges of the 21st century are therefore great.

The Role of the World Bank Group
The World Bank's activities in the health sector fall into four categories:
*
*
.
*

Credits and lending
Policy advice
Research
Special grants.

Evolution in Credits and Lending
The Bank has changed a great deal since its creation in 1944. During the last 50 years it has
evolved from an organization created to reconstruct postwar Europe into a modern institution
that seeks to enter into partnerships with clients and other international organizations to expand markets and strengthen economies to improve the quality of life for people everywhere,
especially the poorest. Box 15.1 explains the terms under which the World Bank credits and
loans operate, and box 15.2 illuminates the Bank's efforts to improve health care in Eastern
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Box 15.1. Terms of Credits and Loans
The World Bank consists of the International Bank for Reconstruction and Development (IBRD)and
the International DevelopmentAssociation (IDA).A country must have a per capita annual income of
less than US$905to be considered for new assistance under IDA terms (the cutoff for existing IDA
members is US$1,465per capita). Countries that fall into this category benefit from a zero percent
interest rate, a 0.75 percent service charge, a 10-yeargrace period, and a 35- to 40-year maturity. Currently about 60 percent of the Bank's financial support to the health sector is on IDAterms.
Most of the Bank's remaining financial support to the health sector stems from IBRDloans. Countries that borrow from the IBRDpay close to going international commercial interest rates (currently
around 7percent). Terms range from 15to 20 years, with a grace period of 3 to 5 years depending on the
country's incomelevel.Aprocess of graduation from Bankborrowing is initiated when a country reaches
a per capita annual income of US$5,295.
Currently, related World Bank Group institutions-the International Finance Corporation, which
works closely with the private sector, and the Multilateral Investment Guarantee Agency, which provides guarantee facilitiesfor direct foreign investment-do not play an active role in the health sector.
This may change as private sector involvement in the health sector increases.

Box 15.2. Confronting the Health Care Crisis in Eastern Europe and Central Asia
Preventing a collapse in basic health services during a period of severe economic decline, supporting
structural reforms, and finding effectiveways to address an "epidemic" in chronic diseases has been a
major challenge for the Bank in the region during the past five years (Preker and Feachem 1995).In
Albania, Bulgaria, Georgia, and Macedonia the focus has been on strengthening essential health services. Projectsin the Kyrgyz Republic, Romania, and Russia have tried to address acute pharmaceutical supply shortages. Projects in Estonia, Poland, and Hungary have attempted to adapt the former
centrally planned health servicesto an emerging decentralized and market-oriented society.Responding to reconstruction needs, shortages in criticalsupplies and rehabilitation of war victims has been the
priority in Bosniaand Croatia. Additional projects are under preparation in most of the other former
socialist states.The current health portfolio value in the region has reached nearly US$800million and
is expected to increase to about US$2billion in the next three years.

Europe and Central Asia. In recent years this transformation has had a profound impact on the
Bank's involvement in the human resource sectors (education, population, health, nutrition,
and social safety nets).
Evidence that human capital development contributes to economic growth and poverty reduction is well known. No country can achieve sustained improvements in living standards
without investing in its people. As a result of heightened awareness of this relationship, Bank
lending for human development increased sharply from an average of about 5 percent of total
lending in 1980 to more than 17 percent of total lending in 1996. Currently some 10 percent of the
Bank's staff work in the field of human development.
Since 1970, the Bank's lending to the health, nutrition, and population sector increased to
reach a portfolio value of more than US$10 billion in 1996, which consisted of 191 projects in 86
countries. The average annual value of new loans to the health sector was US$1.3 billion during
1993-95, and was anticipated to increase to more than US$2 billion per year during 1996-98. The
major focus of lending-more than 75 percent of total lending-remains
basic health, nutrition,
and population services. In recent years loan funds dedicated to nutrition, reproductive health,
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and the control of tuberculosis and of HIV and other sexually transmitted diseases have also
increased dramatically.Average annual lending for nutrition was US$185million during 199095,while lending for reproductive health activitieswas around US$300to US$500million. Average annual lending for essential drugs and other work related to the pharmaceutical sector has
now reached US$350million.
Direct investment in the health, nutrition, and population sector is, however, only one of
many Bank activities that have an impact on health. Lending in 1995included US$2.1billion for
projects in the education sector and US$648million for other social sector projects. At the time of
the March 1995World Summit on SocialDevelopment in Copenhagen, the Bank committed itself
to providing US$15billion for basic social needs and a further US$5billion for water supply and
sanitation programs during the next few years.
Policy Advice

The Bank participates in national and international health policy debates through several
channels. Country-based analytical studies of specific topics such as health financing, health
care delivery systems, and health manpower-so-called sector work-have long been an
important complement to direct financial support. These studies serve both to educate Bank
staff about health issues and investment needs in client countries, and to stimulate analysis,
debate, and consensus building among national decisionmakers. Examples of countries for
which the Bank has recently published such studies include Chile, India, the Kyrgyz Republic, Malawi, Mexico, Poland, and Tunisia. Major country reports will soon be published for
China and Jordan.
The Bank is also active in conducting studies of and providing policy advice on the interaction between different sectors and their impact on the health sector. The most prominent
example of recent work in this area was The World Development Report 1993: Investing in Health
(World Bank 1993). This report has helped guide and refine Bank support for health, as well
as to influence national and international debates on health policy in middle- to low-income
countries. The reference list provides examples of other recent publications (World Bank
1994a,b,c,d).
Finally,the Bank participates in international forums, including major conferences like the
1994International Conferenceon Population and Development in Cairo and the 1995SocialSummit in Copenhagen. One area of growing concern has been the nurturing and development of the
next generation: the children of developing countries. The Bank sponsors and participates in the
Task Force for Child Survival and in the Global Micronutrient and Safe Motherhood Initiatives.
In 1996the Bank was a major participant in the First International Health EconomicsAssociation
Conference in Vancouver,the International AIDS Conference in Vancouver, and the Sixth International Conference on Systems Sciencein Health Care in Barcelona.
Research

The Bank also carries out additional research and analysis to address key health needs and concerns common to many developing countries. In recent years, health sector reform has been at
the center of much of the Bank's project and sector research work in both middle- and lowincome countries. This emphasis on health sector reform is part of a general shift that sees systemic reforms in the human resource sectors (education, health, and social safety nets) as a way
to improve investment sustainability,growth, and poverty alleviation.Through the Ad Hoc Committee on International Health Research and Development, the Bank is currently working to
develop new strategies for international collaboration to address neglected research priorities in
infection,noncommunicable diseases, and health policy.
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Special Grants
In addition to loans, the Bank cofunds 20 regional health programs through a special grants
program that supports activities that could not easily be undertaken at an individual country
level. Typically, the Bank provides 10 to 15 percent of the total costs, with approval contingent on
the commitmnents of other donors. The longest standing and best known activity is the highly
successful Onchocerciasis Control Program. At a cost of less than US$1 per person per year, the
impact of this program has been immense. Since it began in 1974, 30 million people have been
protected from river blindness, 9 million children have been bom safe from the risk of acquiring
the disease, and 1.5 million afflicted people have been cured. Other special grants address the
AIDS epidemic, micronutrient deficiency, reproductive health, tropical diseases, vaccination programs, and research on a variety of health policy-related topics.
Preparing for the Challenges

of the 21st Century

None of the international organizations have the global perspective, knowledge, specialized expertise, local field presence, and financing to face the health care challenges of the 21st century
alone. Demographic shifts, with continued population growth, aging of populations, urbanization, and a growing number of poor, will put new demands on health care systems. Looming
behind these trends are a number of as yet unknown threats, which might include new diseases
and epidemics, political turmoil, and economic disparity. Responding to developing countries'
most pressing needs will require the combined ingenuity of all those who work in the international field, including nongovernmental organizations and academic institutions.
Several recent initiatives underscore the importance and urgency that the Bank has attached
to finding new and more effective ways to assist developing countries. These fall into four categories as follows:
* Developing a strategic view of the health sector that builds on the Bank's relative strengths
as a financial and policy-based technical agency
* Improving the knowledge base used to provide effective and top-quality advice to developing countries in critical areas where the Bank has a relative advantage, while working
more closely with other agencies that have specialized skills in areas where the Bank has
no specific advantage
* Strengthening the professional skills of people working in the human resource sectors
* Adapting business processes to the evolving context of both developing countries and
other development agencies.
The hope is that these efforts will allow the Bank to remain on the cutting edge in helping
developing countries break the vicious cycle of poor health, low productivity, and poverty.
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