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EXECUTIVE SUMMARY

This analysis of health-uninsured persons in Bulgaria is part of a series of Sofia Open
Society Institute-funded surveys on public budgets and reviews of Government policies
in various areas conducted in recent years.

There are no official data on either the profile of health-uninsured individuals in Bulgaria
or the strategies that such Bulgarian citizens apply with respect to their health. This
creates a serious problem to setting forth measures on collecting overdue health insurance
liabilities, attracting health insurance system dropouts and supporting those that actually
do not stand the chance of restoring their health insurance rights due to low income
levels.

These issues hold strong social charge under economic crisis circumstances. Back in

mid-2007 when monitoring was initiated, economic growth forecasts had been optimistic.

The focus then was on matters related to health insurance system liabilities of Bulgarian

citizens residing abroad, at that time about 500 000 people, as quoted in various sources.

While conducting this monitoring exercise (end 2008 being the deadline for analysis),

two major changes in health insurance policies had been introduced, namely:

- Setting out the health insurance rights of Bulgarian citizens residing abroad and
conditions of restoring these rights, in 2008; and

- Rising heal insurance rates from 6% to 8%, starting 2009.

Within the specified analysis term, National Health Insurance Fund data indicate that the
number of health-uninsured individuals has remained the same — about one million
individuals. Thisis a precedent for an EU member-state.

The publication herein focuses on data collected for the health-uninsured urban
population in Bulgaria. It presents their profile and the reasons for them being health-
uninsured.

Data collected has prompted the need to hear views on the problems faced by these
people, namely on: the health insurance system itself; poverty among health-uninsured
individuals; and Government policies and their adequacy in terms of current situation, all
these at the background of an economically dynamic environment.

Survey information on health-uninsured persons and data from the Multi-target
Household Survey! conducted jointly by the World Bank and Open Society Institute,
Sofia, are used to analyze poverty levels among health-uninsured individuals thus
complementing the big picture of health-uninsured persons’ social status.

Health insurance system is reviewed and the key problems having a bearing to system
fairness are analyzed. Social measures put in place by the Government to support health-
uninsured individuals are presented as data on individuals that have benefited from such
measures. Main reasons for denying access to these options are also established.

! This survey was conducted in 2007.



A macroeconomic analysis to complement the big picture of system outsiders is
presented. Health system problems and limits associated with health non-insurance are
also explored. Emphasis is placed on the main challenges to system budget and revenues
under the conditions of increased health insurance rates, and economic crisis.

Conclusions on health-uninsured individuals and relevant problematic areas may be
summarized as follows:

Socio-demographic distribution of urban individuals surveyed claiming of being
health-uninsured shows that the likelihood of them being young people of low or
secondary education level, coming from low income households and
predominantly belonging to the Roma ethnic group is high.

About half of health-uninsured persons, about 60%, belong to the Turkish ethnic
group, over 80% belong to the Roma ethic minority and only 21.5% are ethnic
Bulgarians whose poverty state is so severe that renders them incapable of
overcoming it al by themselves.

Overall, health-uninsured people do not comprehend the nature of the solidarity
system. They do not believe they should pay for something they do not use.
Wealthy household percentage (5.6%) confirms the hypothesis that financial
issues are not the only cause of health insurance system dropouts, who may or
may not be doing it on their own accord.

Health-uninsured individuals do not fill in applications for social health aid.
Individuals with no health insurance do not take advantage of the social measures
put in place by Government.

Due to dstringent access criteria regulating social health aid, the system for
protection of socially disadvantaged people turns emergency medical services into
the only healthcare accessible to a large portion of such vulnerable group
members. The health insurance system requires full revision with respect to such
people.

A number of factors affect negatively motivation to participate in the health
insurance system. Among them are limited access to outpatient medical experts
(NHIF regulated and standardized; in practice this impedes such access due to the
need of specialized referral dlips); poor quality of medical services, additional
payments for health services; corruption in health services, and poor attitude
towards patients.

Methods applied to limit expenditures (through regulatory standards) in

mandatory health insurance regarding outpatient care do not reflect the actual
medical needs of the population and restrict access to this healthcare level.
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Limitations to outpatient care access lead to rise in demand of direct access to
hospitals and are one of the reasons for the increased number of hospitalized
patients. Thus, measures aiming at restricted specialized outpatient and diagnostic
care in fact push up costs of the most expensive medical care — hospital treatment.

While healthcare price has risen in the years, financial burden has shifted towards
households instead of public funds, which is in contrast to the approach in
developed European countries. This is an indication that a reassessment of both
health insurance model and taxation formula applied is required in order to
increase public funds allocation to healthcare and reduce individual payment
rates.

Under deteriorating economic conditions, shrinking of grey economy and
expected drop in transfers from abroad, identifying main health-uninsured groups
and developing a designated policy targeting such individuals acquires an even
higher priority.

What are the measures that could motivate health-uninsured individuals to re-enter the
system? Is there a way to reform the health system in order to reduce unfairness of
access? What could be included in the social protection package put in place by the
Government to provide for an adequate response to the needs of health-uninsured people
from vulnerable groups?

These topics are worth debating and require decisions. The document herein places
particular emphasis on them.

HEALTH-UNINSURED INDIVIDUALSIN BULGARIA 6



I. HEALTH-UNINSURED INDIVIDUALS IN BULGARIA — PROFILE AND
CAUSES

What is the profile of health-uninsured individuals in Bulgaria? Are they predominantly
from minority communities? What about Bulgarians that live abroad and are liable for
health insurance contributions in Bulgaria? What about those employed in the grey
economy?

In order to respond to the first question, who are the Bulgarians that have liabilities to the
health insurance system or do not have a health insurance, Open Society Institute, Sofia,
initiated a national empirical sociological survey to identify these people’s profile. A
team of sociologists from the Institute of Sociology with the Bulgarian Academy of
Sciences conducted this survey from 6" to 25" August 2007.

M ethodological remarks

On-site work was carried out on 6 - 25 August 2007. The information registration
method used was a semi-standardized face-to-face interview of the respondent in his/her
home. About 100 interviewers across the country took part in the process of information
gathering. About 1 204 effective interviews were conducted. A total 3 339 addresses
were visited.

Survey target group involve health-uninsured individuals at the age of over 18 years old.
In line with the relevant legal documents?, the State is not responsible for the health
insurance of:
- Unemployed individuals not eligible for unemployment benefits, not covered
by the Unemployment Fund;
- Socially weak individuals not eligible for social aid;
- All university students at the age above 26 years old;

2 Health Insurance Law. Reflected denomination from 05.07.1999. Promulgated in SG, 70/19.07.1998, as
amended in SG, 93/11.08.1998, as amended in SG, 153/ 23.12.1998, as amended in SG, 62/9.07.1999, as
amended in SG, 65/20.07.1999, as amended in SG, 67/ 27.07.1999, as amended in SG, 69/3.08.1999, as
amended in SG, 110/17.12.1999, as amended in SG, 113/28.12.1999, as amended in SG, 1/4.01.2000, as
amended in SG, 64/4.08. 2000, as amended in SG, 41/24.04.2001, as amended in SG, %4.02. 2002, as
amended in SG, 54/ 31.05. 2002, as amended in SG, 74/30.07. 2002, as amended in SG, 107/15.11. 2002,
as amended in SG, 112/29.11.2002, as amended in SG, 19/27.12. 2002, as amended in SG, 120/29.12.2002,
as amended iin SG, 8/28.01.2003, as amended in SG, 50/30.05.2003, as amended in SG, 107/9.12. 2003, as
amended in SG, 114/30.12.2003, as amended in SG, 28/ 6.04.2004, as amended in SG, 38/11.05.2004, as
amended in SG, 49/8.06.2004, as amended in SG, 70/10.08.2004, as amended in SG, 85/28.09.2004, as
amended in SG, 111/21.12. 2004, as amended in SG, 39/10.05. 2005, as amended in SG, 45/31.05.2005, as
amended in SG, 76/20.09.2005, as amended in SG, 99/9.12.2005, as amended in SG, 102/ 20.12.2005, as
amended in SG, 103/23.12.2005, as amended in SG, 105/29.12.2005, as amended in SG, 17/24.02.2006, as
amended in SG, 18/28.02.2006, as amended in SG, 30/11.04.2006, as amended in SG, 33/21.04.2006, as
amended in SG, 34/25.04.2006, as amended in SG, 59/21.07.2006, as amended in SG, 95/24.11.2006, as
amended in SG, 105/ 22.12.2006, as amended in SG, 11/2.02.2007, as amended in SG, 26/27.03.2007, as
amended in SG, 31/13.04.2007, as amended in SG, 46/12.06.2007, as amended in SG,59/20.07.2007.
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- Farmers who are not paying social security contributions on the basis of the
minimum monthly income — 100 BGN;
- All grey economy employees, not working under legal employment contracts.

Sampling Method

Patient lists of the National Health Insurance Fund® provided information on the health-
uninsured population of in the country. The sample was set by a simple random selection
of sample units — main (1200) and reserves. An additional recruitment selection
requirement to interview only one family member was also introduced. Respondents were
given the freedom to indicate by themselves whether they were health-insured or not —
the main questionnaire contained a recruitment section.

Sample parameters

The sample was a two-level stochastic one and comprised two parts. a main part of 1200
persons and a planned extension to a minimum of 5000 persons (so-called reserves)
(Table 1). In Kyustendil only 20 people were targeted for interviews due to the very poor
information about respondents domicile.

Due to incompleteness of information about individuals' addresses, the sample does not
contain addresses in villages.

Tablel

District Main sample Minimum®* planned extension

Bourgas 35 190
Blagoevgrad 35 190
Varna 35 190
Vdiko Tarnovo 35 190
Vidin 35 190
Vratsa 35 190
Garbovo 35 190
Dobrich 35 190
Kardzhali 35 190
Kyustendil 20 150
Lovech 35 190
Montana 35 150
Pazardzhik 35 190
Pernik 35 100
Pleven 35 190
Plovdiv 45 190
Razgrad 35 190
Rousse 35 190
Silistra 35 150
Sliven 35 150
Smolyan 35 150

* Table 1 shows the minimum number of planned extention (reserves). Due to information incorrectness
on-site replacements were more that initially envisaged.
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Sofia-city 200 200
Sofia-district 60 150
Stara Zagora 45 190
Tazgovishte 35 190
Haskovo 40 190
Shoumen 45 190
Y ambol 45 190
Total 1200 5000

A significant pproportion of individuals not found for interviewing was either on long
absence or abroad. About 1 out of 10 addresses were incomplete or incorrect. A
negligible portion, some 3.5%, declined to participate in the survey (Table 2).

Table 2

Visit outcome Number Percentage

Interviewed 1204 36.1
Rejection 118 35
Incorrect/incomplete address 397 11.9
Inaccessible address 121 3.6
Long-term absence of the individual 633 19.0
Other 262 7.8
Abroad 449 13.4
Changed address 153 4.6
Total 3339 100.0

Health-uninsured individuals profile®

What does the survey show? To the question, whether the person is health-insured 35.2%
of the interviewed respond that they are. This means that part of the people that NHIF
deems health-uninsured actually are or believe they are® health-insured. In either case,
this is a problem of both the institution and the respective individual. Only one
respondent does not know what his health insurance status is at the time of the survey.

The analysis includes summarized results only about respondents stating explicitly
that they are not health-insured, since it is not possible to be certain about the
proportion of remaining individuals who withheld information about their health
insurance status, and what is the proportion included in NHIF lists due to
incorrectness.

Overall, these people are:

A bit more men, than women — 51% to 49%, but interpreting this as being related to
particular health-uninsured occupations would hardly be relevant;

®> Dueto some particularsrelated to respondents recruitment, the sample conprises only urban population.
For more information, see Methodol ogical remarks.

® Interviewersindicated that some respondents concealed the fact that they were not health-insured because
they feared eventua implications.
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74.3% of health-uninsured individuals interviewed are ethnic Bulgarians, 10.7% are
ethnic Turks, and 14.6% are ethnic Roma people. Thisindicates that probability for
being a health-uninsured individual is higher among the Roma population than
among the other ethnic groups.

Analysing these data by age shows that almost one third of the interviewed are
below 30 years old (31.8%) while only 21.3% are over 50 years old (see Table 2).
Possible interpretations of this finding may be that young people are more prone to
accept working without a legal employment contract, or that probably the majority of
those residing abroad are young people, or that there are university students over 26
years old, or students that have temporarily discontinued their studies. On the other
hand, this age group is by presumption healthier and most probably visits to a doctor
and health establishments are more uncommon, which does not give them strong
motivation to have a health insurance at all costs.

With respect to education level it is worth noting that over one quarter of the
individuals stating to be health-uninsured (25.5%) have elementary or primary
education, a most 56.8% have secondary education, and only 11.3% have a
university degree (regardless whether Bachelors or Masters degree).

Out of all surveyed individuals, 31.8% claim they have been working on a legal
employment contract for the last three months, and 17% of them have no health
insurance. This may mean that they have entered the labour market only recently and
have not managed restoring their health insurance rights due to previous liabilities.

Responses to the question about respondent’s household financial status indicate that
over half of them assess themselves as being poor (see Table 3), about one third
(31.5%) say that they are neither poor nor rich while only 5.6% believe that they
belong to a wealthy household. Only 6.3% of the respondents indicate to have an
average net income over 1000 BGN while 25.4% claim that it is over 400 BGN.
About one fifth of the health-uninsured persons interviewed declines stating their
household income. It is not surprising that the majority of respondents come from
households of very low-income rates. However, the percentage of wealthy households
confirms the hypothesis that not only financial issues cause exclusion and self-
exclusion from the health insurance system.

Table3

Social and demogr aphic particulars of health-uninsured individuals (%)
Gender
Male 51.0
Female 49.0
Total 100.0
Ethnic origin
Bulgarian 74.3
Turk 10.7
Roma 14.6
Other 4
Total 100.0
Education
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Elementary of lower 7.8
Primary 17.7
Unfinished secondary 3.4
Completed secondary 56.8
College 2.9
University — Bachelors degree 45
University — Masters degree 6.8
Total 100.0
Age

18-30 31.8
31-40 23.8
41-50 23.0
51+ 21.3
Total 100.0
How would you assess the financial status of your household?

P7oor 31.9
2 28.6
3 31.5
4 5.2
Wealthy 4
Do not know 25
Total 100.0
What is the average net monthly income of your household for the last 3 moths?

Up to 100 BGN 11.9
101-200 BGN 15.3
201-300 BGN 14.1
301-400 BGN 12.9
401-600 BGN 12.0
601-800 BGN 4.8
801-1000 BGN 2.3
Over 1000 BGN 6.3
Declined response 20.5
Total 100.0

In the recent years, a number of Bulgarians have found employment abroad so they
have permanent or temporary residence elsewhere. It is common knowledge that such
people should pay health insurance contributions in Bulgaria, in case they have not
taken measures in advance to comply with this obligation. It remains unclear to what
extent are these people aware of such a requirement and whether they take relevant
measures in that respect before leaving the country. Therefore, it is not surprising
that close to one-fifth of the health-uninsured individuals (16.5%) have worked

abroad in recent years, as established in the course of the 2007 survey (Figure 1).

" Respondents answer using a 5-level scalein which 5iswealthy, 1 ispoor and 3 isneither wealthy, nor
poor.
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Have you worked abroad in the recent years?

yes
17%

83%

Figurel

The survey shows that health-uninsured individuals are awar e of their legal obligation to
pay health insurance contributions. Most common information sources about this legal
obligation are the media and general practitioners (Figure 2).

34% of health-uninsured individuals interviewed claim that have never been health
insured, even after this mandatory requirement has entered into force. Respondents
become aware of their health-uninsured status either when they visit their GP or when
checking with NSSI. It is worth noting that 8.2% of respondents have checked their
health insurance status on NSSI web-page.

How do you know that you are not health-insured?

| have never had health insurance I

contributions paid B4
From my GP | 22.9
Another | 18.1
When | checked with NSSI | 15.6
From NSSI web-page | 8.2
When | was admitted to hospital D 1.2

0 5 10 15 20 25 30 35 40

Figure 2
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About one-third of respondents state that they have never been health-insured (since
reform initiation — see Figure 3). It isimportant to point out that about one-forth of them
have not been health-insured for the last 7-10 months, i.e. new individuals are
constantly dropping out of the system. Another hypothesis may be considered as well —
that there is a “turnover” among health-uninsured persons. Only some 5.8% have no
health insurance for the past 6 months. Here we may contemplate on the “promptness’ of
the system to register these individuals.

Since when have you been health-uninsured? (%)>2

Another | 36.7

| have never been health insured |31.4

Since the last 7-10 months | P4.2

Since the last 4-6 months |4.6

Since the last 1-3 months [_] 2|

[e5)

No such periods || 0.3

0 5 10 15 20 25 30 35 40

Figure3

For approximately 60% of the health-uninsured the main reason for them being uninsured
is that they are unemployed. Actually while considering this issue, it should be taken
into account that for some of them being “unemployed” means not only being
“administratively” jobless but also being without any job at all, i.e. not employed even by
the grey economy.

It is worth noting that apart from jobless people facing financial difficulties, there is
another group that pays in cash when medical care is needed (17%). It seems this group
believes that it is a matter of personal choice whether to be health-insured or not (i.e. a
personal choice not to be part of the national health insurance system).

61.8% of the health-uninsured respondents indicate that they have a GP while 38.2% do
not have a one (even though they have been selected to be part of the survey based on
NHIF patients list). Here an interpretation may be that the presence of their names in
those listsis only a formality. A supporting argument to the latter is that half of those that

8 The answer “Another” includes responses of individuals that have been health-uninsured for more than 7-
10 months, and also the responses of those that have been uncapable of specifying what is the time interval
of their discontinued health insurance rights. The Attachments contain the original uncoded variable with
responses to “Another” which may be useful when preparing an adequate scale for the question “Since
when have you been health-uninsured?’ in future surveys.
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“have’ a GP in fact have never paid him/her a visit, and only 3.9% visit him/her on
monthly basis.

Indicate the main reason for being health-uninsured person(%)

| am unemployed | 57.7

One way or another, | will have to pay

13.4
when it comes to medical help l

| face financial difficulties | 12.9

Another | 12.4

| prefer paying for medical care D 3.6

0 10 20 30 40 50 60

Figure4

For 13.4% of the respondents the main reason for being health-uninsured is that, one way
or the other, they will have to pay when they need medical services, i.e. it is not a matter
of personal choice but rather a compulsion imposed by circumstances. Respondents that
would be inclined and would like to pay for medical care are 3.6% of the interviewed.

Strategies of health-uninsured individualsto cope with the situation

As mentioned above, there is a group of people among the health-uninsured respondents
that prefers to pay for medical services. They are a minority compared to the
unemployed ones or those facing financial difficulties, etc.

In that sense, it would be logical to expect that the majority of health-uninsured persons
try to find ways to cope with problem at hand. It is established that a health-uninsured
person seeks support from social aid offices or other state agencies only in rare
occasions to resolve his’her health insurance contribution issues (Figure 5). The main
reason isthat they are unaware for such an opportunity (54%). There is yet another
group that indicates a variety of reasons to avoid turning to the relevant government
offices for support. Among the answers they specify are: lack of trust in government
ingtitutions, mainly disbelief in their ability to help; lack of interest on the part of the
respondent, etc.

HEALTH-UNINSURED INDIVIDUALSIN BULGARIA 14



Have you ever turned to Government institutionsto resolve theissue of your health

insurance contributions?

No, because | am ‘ ‘ ‘ ‘ ‘

unaware whom to

address

No, for another
reason

Yes, to the Social
Aid Services

Yes, to another :I
T 2
institution

53.8

0 10 20 30 40 50

60

Figure5

A major portion of health-uninsured respondents (Table 4) indicates that they have not
turned to Social Aid Services to help them resolve the issue of health insurance
contributions because they are unaware of such a possibility and do not know about their

rights (42.7%). There is a group among them, which simply does not trust the system

(19.8%). Another group believes that seeking help and in particular from the Social Aid

Services is beneath their dignity. Actually, the focus groups’ surveyed under the Public

Budgets Monitoring Project indicate that seeking assistance from government institutions
especially those providing social support is considered an unacceptable alternative for the

employed persons.

Table4

Why have you not turned to Social Aid Servicesto cover for your health insurance

contributions? (%)

| am unaware, | do not know my rights 42.7
It has never been necessary 11.6
I live and work abroad 5.7
There is no point; | do not trust institutions 19.8

® Focus-groups conducted in February 2007 by the survey authors under the same project.

HEALTH-UNINSURED INDIVIDUALSIN BULGARIA
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| can managed by myself and | pay when | need

. ; 4.9
medical services
I am unemployed, poor, | do not have money to
cover my dues 27
| work with no contract, temporary job 1.0
| have no rights, | am not socially weak 1.7
| do not want to, | do not care about that 6.2
Personal negligence 9
Another 2.9
Total 100.0

In the majority of cases, those that have requested social aid have received it. Most of
them are women from Bulgarian and Roma ethnic origin up to 40 years old. Almost half
of those that have received support do not know for what reason.

Since the beginning of 2007, a negligible portion of the health-uninsured individuals
(1.8%) have lodged an application for medical care payment as being a health-uninsured
person. Most of these applications have rejected. Failing to lodge an application is
substantiated by various reasons but most often respondents claim that they are either
unaware of such possibilities or have not beeniill.

Use of health services

It has been our interest to learn more about whether and in what way the health-uninsured
individuals use health services.

For the past 12 months, 84% of the health-uninsured individuals have not visited a
general practitioner while 94.5% have not visited a hospital. It is possible to assume that
this relates to the respondents better health status. (77% of them believe their health is
good or very good). In fact, under the focus groups survey, an interesting fact has become
apparent — persons with no health insurance are prone to pay health contributions owed if
they need medical treatment, for instance, if they realize they need a surgery.

Medical services have been refused to 89.1% of the health-uninsured persons when they
requested them (in their last visit to hospital).

These health-uninsured individuals had to pay (half of the respondents have been
requested to pay) either a fee for the visit or another payment. In some cases, they have
been asked to pay only the so-called customer fee, other have not been requested to pay
any fee at all. The requested fee has been paid by 83% of the respondents.

Even though half of the respondents (51.3%) believe that medical services “for free” are
the services that have existed in Bulgaria before 1989, almost 83.4% respond that they
agree fully or partially with the statement, “you should not pay for a service that you
don't use”. This indicates that among individuals surveyed there is a poor understanding
of the nature of a solidarity-based health system.

Probably for this reason some respondents remain passive when realizing that their
employer does not pay the contributions he/she is supposed to pay on their behalf. Under
such circumstances only one-third of the respondents would automatically notify
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competent authorities. For another 14% of them this would happen only if the notification
is anonymous. For a bit over one-fifth of them such a notification would be useless since
it would not make any difference.

Health status and general information on respondents

The majority of respondents (77%) assess their personal health status in the past year as
being good or very good (Figure 6). It could be assumed that this is true since a very
small portion of them admit that they suffer from chronic diseases (Table 5).

How do you assess your health status for the past
12 months? (%)

Very poor []0,9
Poor 6,1
Satisfactory ‘ | 15,9
Good ‘ ‘ |50,3
Very good ‘ ‘ 1 26,9
0 10 20 30 40 50 60
Figure6
Table5
| suffer from the following chronic diseases (%):
Cardiovascular diseases 8.1
Respiratory diseases 55
Musculoskeletal system diseases 6.2
Neurological diseases 7.0
Oncological diseases 1.6
Gastrointestinal diseases 6.3

Individuals surveyed have been prompted to assess the quality of health services provided
by various medical specialists. It should be emphasized that the majority of them indicate
that they have not visited a general practitioner (45%), an outpatient medical specialist
(68%), emergency units (75%), private doctorsg/clinics (66%) or hospitals (71%).

The majority are men (61%) of Bulgarian ethnic origin (78%). One-third of them are

HEALTH-UNINSURED INDIVIDUALSIN BULGARIA 17



below the age of 30, and 61% and 13% have completed secondary school and primary
school, respectively. Some 24% indicate that they have been working on a legal
employment contract for the last three months.

Health services provided by emergency units receive the lowest scores (3.68) while
private doctors and clinics which do not have a contract with the NHIF are scored the
highest (4.58) (Table 6).

Table6
Average score for health services quality provided by:
GP 4.37
Outpatient specialist 4.07
Emergency units 3.68
Private doctors / clinics (no contract with NHIF) 4.58
Doctor-specialist working in a hospital 4.18

Survey data indicate that a bit more than one-third of all interviewed would notify
competent authorities should they realize that their employer is not paying the health
insurance dues he/she is supposed to pay on their behalf. 40% of them have been on a
legal employment contract for the last three months while 36% have not been employed.
21% of all interviewed would not notify competent authorities because they are
convinced this would have no effect whatsoever. Approximately half of these
respondents have been unemployed for the past three months and 12% of them identify
themselves as Roma people.

In order to study people’s attitude towards healthcare value, the respondents have
been prompted to share their understanding of the term “healthcare for free”. More than
half of them believe that this is the medical care the way it used to be before 1989. 17%
think that in case they pay their health insurance contributions everything else related to
medical services should be “for free”. Only 12% say that there is no such a thing as
“healthcare for free” anywhere in the world.

Respondents have been asked who else in their household does not have health insurance,
apart from them. It is worth noting that judging by the answers given the rest of the
household is health-insured (64% of the responses). About 89% belong to the Bulgarian
ethnic group, having secondary and university education.

It is a common case for the spouse/partner to be also headlth-insured along with the
respective respondent (18%), (Figure 7). Out of that group 30% identify themselves as
Roma people, more than half belong to the Bulgarian ethnic majority, and 47% of them
have primary or lower education level. Those being jobless for the past 3 months are 42%
and 17% have had atemporary job.
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Who are your household membersthat are not health-insured? (% indications'®)

All household members are health insured | 64,2

Spouse/partner 18

Respondent's child/children 9,9

Parents 8,9

Brother/sister 5,8
Other household members :| 2,7

Son-in-law ; daughter-in-law :| 2,7

0 10 20 30 40 50 60 70

Figure?7

Health-uninsured individuals— M ain Conclusions

The fact that some respondents have given incorrect information about their health
insurance status indicates that the presence of fear. Thisis an issue that should be dealt
with by the relevant ingtitutions finding an appropriate approach and addressing these
people to make sure the information they receive from them is not false.

Socio-demographic distribution of surveyed individuals admitting they are not health-
insured shows that the probability for them being young people of low or secondary
education level, coming from low-income households and predominantly from the Roma
ethnic minority is higher. It is not surprising that the majority of respondents come from
very low-income households. However, the percentage of wealthy households confirms
the hypothesis that exclusion and self-exclusion from the health insurance system does
not result from financial reasons only. Data collected speak for other profiles, which
need to be taken into account in policymaking, for instance, persons on temporary
employment, young people, etc. These profiles may be used to formulate adequate
policies based on diverse approaches towards various target groups; an example is the
group of people who have been abroad for a long period. These people have failed to
learn about their obligations even though NHIF and NSSI have provided the relevant
information. Here, yet again, a more general issue is brought forward: the obvious
insufficiency of information provided by ingtitution through general awareness
campaigns. Moreover, institutions need to assess the effects of such campaigns. Some
simple practical solutions may be suggested, for instance, information boards on the
border cross-points, and in the passport offices, etc. It is worth considering also how
health insurance rights of those that have failed to comply with their obligation may be

19 percentages sum is more than 100 since respondents have given morethan 1 answer.
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restored in case they are about to start a job under a legal employment contract but
because of pending health insurance liabilities are deemed health-uninsured.

People of low-income status bear high risk of dropping out of the health insurance
system. These are mainly individuals of primary and lower education levels, holding
temporary jobs or generally unemployed, of Roma origin. The majority are men. A
common case for them is the spouse/partner to have health insurance rights discontinued
aswell.

The reasons for being health-uninsured are brought down to two main arguments,
specified by the interviewed: unemployment and personal choice not to pay health
insurance contributions. It is worth exploring in detail what are the possibilities to
influence the group that, one way or the other, is paying directly for healthcare services.
Most probably, these people fail to comprehend what the health system solidarity
principle is all about but it is possible to show them what their money, as health-
insurance contributions, are used for.

Health uninsured individuals do not understand the particulars of a solidarity system.
They do not agree to pay for something that they do not use. Therefore, it isimportant for
government institutions, including NHIF, to continue explaining in plain terms the
principle of such a system and where the health-insurance contributions money of each
Bulgarian goes.

Health-uninsured persons do not seek support from government institutions to help them
resolve their health insurance problems. Stipulations may entail various reasons.
However, some people have lost faith in these institutions. This means that the challenge
for the relevant agenciesis to win back people’'s trust. Some respondents believe that it is
beneath their dignity to ask for social aids — yet another area where policies require
revisions. For instance, is it possible to avoid turning directly to the Social Aid Services?
It seems the image of these Services is that they are dedicated to a particular category of
citizens perceived as “second hand” people. Communication between institutions and
citizens should be more flexible, for instance, by mail.

As a whole, health-uninsured persons do not lodge the respective applications for aid.
What happens? Administration takes outreach measures but people fail to take advantage
of them. That is to say that there is a need to devise a better approach providing for a
better communication and trustworthiness. Since NHIF does not have data available on
the respective individuals, direct communication means (direct mail) should be put in
place.

The majority of interviewed assess their health status as being good or very good. That is

why, probably, they do not pay health insurance contributions since for the time being
they do not need health services.
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II. POVERTY ANALYSIS AMONG HEALTH-UNINSURED INDIVIDUALS IN
BULGARIA

The purpose of this analysis is to give an answer to the question what is the social status
of health-uninsured individuals in Bulgaria. The analysis is based on a national survey of
health-uninsured individuals (NSHU), detailed in the previous section and on the data
from a Multi-target Household Survey conducted in 2007. NSHU is part of a series of
public budgets surveys funded under a long-term project of Open Society Institute, Sofia
and in the course of unfolding this section references are made to “public budgets
surveys’. The 2007 Multi-target Household Survey (MTHS 2007) has been conducted
jointly with the World Bank and Open Society Institute, Sofia™.

NSHU does not cover those health-uninsured individuals who have been abroad or absent
from long period at the time of interview (it can be assumed that a good portion of the
latter have been abroad) as well as health-uninsured individuals living in villages. While
it could be assumed that the proportion of health-uninsured residing abroad may
“improve” the social and economic features of the sample, it is hard to predict what could
be the effect of villagers on the sample. The current sample however may be considered
representative only for urban health-uninsured persons who do not reside permanently
abroad. It is possible to assess the eventual share of health-uninsured persons due to
long-term stay abroad indirectly from the percentage of interviews not held, from 13% to
35%. About 15% of those that entered the sample have worked abroad for the last 12
months. With a high degree of probability, it can be said that the majority of these
citizens do not belong to the group of permanently residing abroad who have their health
insurance covered in the respective foreign country. On the contrary, these people are
temporary residents elsewhere with the sole purpose of having a job (legal or illegal).

Table7

Result from the visit Number Per centage

Interviewed 1204 36.1
Residing abroad in the last 12 months 175 5.24
Refused 118 35
Incorrect/incompl ete address 397 119
Inaccessible address 121 3.6
Long-term absence of the person 633 19.0
Another 262 7.8
Abroad 449 134
Changed address 153 4.6
Total 3339 100.0

NSHU includes an initial, filter question regarding health insurance status of the
respondents. About 35% of them state that they are health-insured even though they have
been selected for the survey because their names appear in NSS| database as being

! Researchers, teams or research institutions may request to receive 2007 MTHS data from Open Society
Ingtitute, Sofia.
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health-uninsured. Comments to this interesting fact are given below in the context of data
analysis.

MTHS 2007 respondents answering negatively to the question “Do you have health
insurance?’ (Section 6, Health; Question 3) have been selected as well. It can be assumed
that the composition of this group is closer to the one that answered negatively to the
filter question in the NSHU survey, though there are some discrepancies that will be
considered later.

Poverty definitions

The current analysis uses the so-called multidimensional analysis of poverty. Commonly
adopted indicators of poverty, based on a comparison with poverty line are also included
as poverty dimensions.

Official line of poverty was first introduced in Bulgaria in 2007. This facilitates
substantially the selection of an indicator for income poverty. For 2007, the line of
poverty defined by the Council of Ministers has been set to 152 BGN.

A poverty line-based analysis may determine which portions of households or individuals
may be considered poor. They could further be split into groups depending on the
distance to the poverty line. This allows assessing the supplementary household income
needed by any group to move away from poverty. Consolidated social transfers may also
be assessed thus enabling, in theory, all households to be no longer considered poor.
Naturaly, transfers are rarely the only way to combat poverty. Backed up with the
poverty line analysis it is possible to plan relevant income and transfers policy that may
lead to reducing or eradicating poverty.

However, line of poverty-based approach has limited analytical options. More refined
exploration of poverty requires other poverty dimensions to which we have applied the
multidimensional approach. The latter provides vast possibilities of an in-depth
understanding though its methodological foundations happen to be more obscure and
depend to a major extent on the analysis purpose and selection of specific indicators. In
this particular case, multidimensional analysis has been limited by the availability of data
and by the requirement for part of the dimensions used to coincide with those of the 2007
multi-target household survey.

Multidimensional poverty

The notion to consider poverty as a multidimensional phenomenon evolves from the fact
that poverty is a complex social problem with various aspects attached to it; to put it
differently, it has many dimensions. Monetary poverty is just one of the aspects. Other
“faces’ of poverty can be consumption, access to services, quality of services, quality of
living environment, subjective perception of wellbeing and health, and many others
depending on analysis specific objectives and data available. There is no exhaustive or
commonly adopted list of poverty dimensions even though some researches believe there
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should be one'®. While not claiming to be universal, the above list contains some key
aspects of poverty confirmed empirically by a number of studies. These aspects are also
present, either in full or in part, in the majority of strategies for combating poverty.

Multidimensional poverty analysis has its roots in Amartya Sen’s publications on poverty
and most of all in the so-called capabilities approach™.

A child poverty analysis presented by Jonathan Bradshaw'® at a discussion forum
organized by UNICEF on 29 November 2007 in Sofia has served to develop the specific
method for secondary analysis, based on a survey already conducted. The list of poverty
dimensions selected reflects the purpose of the current analysis and does not coincide
with the one presented by Bradshaw. It is a normal practice to design such lists to meet
the a(l)sbjectives of a concrete analysis or to cope with constrains imposed by available
data™.

From the perspective of multidimensional poverty, the actual absence of health insurance
or any other aspect related to unequal access to healthcare is, by itself, an expression of
poverty. For the purposes of the current analysis, this very feature of poverty hasto find
its explanation. All respondents included in the survey are actually selected because the
National Social Security I nstitute listed them as being health-uninsured.

In essence, poverty “dimensions’ are the various aspects of social marginalization. Thus,
poverty is no longer considered as either solely a state of low-income or even inability to
reach certain consumption level. It is an overall deficit of capabilities to function
normally in society.

Poverty aspects considered in the multidimensional analysis

1) Monetary poverty

For the purposes of NSHU, data from the total sample as well as data on individuals
identifying themselves as health-uninsured are used to define monetary poverty and other
poverty dimensions. Data from the total sample draw a more positive picture since those
stating of being health-insured are much better off, regarding all social and economic
indicators. It is obvious that their distinction as a separate group is not by accident.
However, there have been no sufficient reasons to exclude them from the analysis since

12 For instance, Nussbaum ingsts on designing such a comprehensive list; Nussbaum, M. (2000). Women
and Human Devel opment. The Capabilities Approach. Cambridge: Cambridge Univercity Press. Liisa.

13 One of the earliest presentations of the approach is given by Sen, Amartya (1985). Commodities and
Capabilities. Amgterdam: North-Holland. A more recent review on capabilities discussion may be found in
Sen, Amartya (2004). Capabilities, lists, and public reason: continuing the conversation. Feminist
Economics, 10(3), 77-80.

14 Bradshaw, Jonathan & John Holmes (2007, October). Child Poverty in Bulgaria. Sofia: The University of
Y ork, UNICEF. Unpublished report.

15 Use of available data or coping with the commonly adopted lists of poverty dimensions has been placed
first among the possible approaches by Alkire, Sabina (2007, October 31). Choosing dimensons. the
capabilities approach and multidimensional poverty. Oxford: Chronic Poverty Research Centre, University
of Oxford.
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their motivation to claim health insurance compliance have remained unclear. In some
cases, incorrectness in the NSSI’s database or effects of delay associated usually with
recording new information in the database may be the cause. There is also a possibility of
lack of awareness on the part of the respondent or his’/her unwillingness to be identified
as health uninsured for any reason what so ever®.

On the other hand, despite the improvement in social and economic specifics brought to
the group by those claiming to be health-insured, a profile of a socially marginalized
group isemerging in front of us.

NSHU questionnaire gives respondents an opportunity to place their household in one of
eight categories: from “up to 100 BGN” to “over 1000 BGN”. The precise household
income is calculated by transforming the income under this scale and taking the median
for each category. For the last category “over 1000 BGN”, the amount of 1000 BGN is
accepted. Mog certainly this procedure underestimates to some extent income rates in the
last category and thus, may have an underestimating effect in the calculation of income
inequalities. These effects, however, are negligible, bearing in mind also the fact that the
share of the wealthiest within health-uninsured individuals sample is very small — 6.3%.

In the NSHU sample of health-uninsured persons some 60% of the households have an
income of 100 BGN, determined by the median income approach. Thisisa very low line
of poverty which shows a scanty income rate among health-uninsured individuals. Even
under such a feeble line of poverty, 32% of the interviewed remain under it. Thisis a
clearly distinguished group of poor among the poor, which is an illustration that even at
very low mean income rates there can be a distinct differentiation. Using the official line
of poverty for 2007 defined by the Council of Ministers to be 152 BGN it is clear that
45% of the interviewed in the sample (respectively, their households) are poor. Weighted
household income median in MTHS 2007 is 271 BGN (rounded) and respectively, a 60%
line of poverty gives 163 BGN, which is a bit higher than the one defined by the Council
of Ministers.

Under EUROSTAT methodology, the share of households at risk of poverty in Bulgaria
has been 14% for 2006"". The average annual poverty threshold in equivalent units for
2005 has been 932 Euro or 77.67 Euro per month. This is the Euro equivalent of the
poverty line defined by the Government for 2007 (based on official exchange rate).
Poverty level among health-uninsured individuals in the sample and their households is
over 3 times higher than the average for the country population.

2) Subjective poverty

Subjective poverty is assessed by responses to NSHU Question 404 “How would you
assess your household financial status?’ A five-level scale is offered as a response option,
1 being “poor” and 5 being “rich”. Mid-scale scores do not have an explanatory word

16 |nterviewers have particularly noted this hypothesis in the course of their observations on survey
participants.

17 Official data for 2007 have not been published but it could be expected that poverty level has dropped
down by some tenths of a percent.
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attached to it. This questions is compared to Question 13 of MTHS 2007 Section 14:
Subjective beliefs and perceptions. It reads the following: “According to you, what is the
your household financial status?” Response options offered are under an unsymetrical
five-step scale and all scores have their wording equivalent (1 = very bad, 2 = bad, 3 =
good, 4 = very good, 5 = wealthy).

EUROSTAT method, applied to assess various subjective scales of attitudes, has been
used to process subjective scales. This method has been employed in, for instance,
customers observations where a five-level symetric scale is used to assess optimism and
pessimism. Under this approach a neutral response does not play a role and the
distributions on both ends are summed up and positive answers get a positive sign while
negative answers — a minus sign. Furthermore, symetric pairs at alarger distance from the
central neutral response are multipied by a higher coefficient, i.e. a strong positive and a
strong negative response get a coefficient of 1 while more moderate positive and more
moderate negative views get a coefficient of 0.5.

Two balances have been established. For one of them “good” is accepted as a neutral
response while for the other — it is assumed that a neutral response is absent and good is a
moderate positive response, very good and wealthy are jointed together as an extreme
positive answer. Both balances do not give any difference in group arragements but the
total result looks less negative.

Table8
Quintile 1 2. 3. 4. 5. Balancel Balance?2
(poor; (poor) (good) (very (wealthy)
very bad) good)
Survey
NSHU (total sample) 25.5% 28.4% 37.3% 5.5% 0.7% -37.7 -14.9%
NSHU (self-defined as ~ 31.9% 28.6% 31.5% 5.2% 0.4% -44.0 -24.9%
health-uninsured)
MTHS (total sample) 7.7% 41.9% 47.6% 2.™% 0.1% -27.40 -2.1%
MTHS (health- 17.5% 48.0% 31.1% 3.1% 0.2% -40.15 -22.7%
uninsured)
MTHS (Turks, 12.8% 52.1% 33.0% 2.1% 0.0% -37.80 -20.3%
intensive sample)
N=1909
MTSH (Turks, 17.6% 59.6% 22.3% 0.5% 0.0% -47.15 -35.8%
intensive sample,
health-uninsured);
N=364
MTHS (Roma, 48.0% 37.7% 14.0% 0.3% 0.0% -66.70 -59.6%
intensive sample)
N=2543
MTHS (Roma, 51.7% 34.3% 13.8% 0.2% 0.0% -68.75 -61.8%

intensive sample,
health-uninsured);
N=551

Basically, the impression one gets from MTHS respondents is a pessimistic one. By the

criteria of subjective wealth, an average respondent does not show better indicators
compared to the health-uninsured individual. The group of the most pessimistic people
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does indeed hold fewer households but as a whole, almost half of the respondents in the
sample (49.6%) are concentrated in the lower groups (both very bad and bad financial
status). In MTHS, 65.5% of the health-uninsured individuals assess their household
financial status as bad or very bad. Respective figures in the Public Budgets Survey
(NSHU) are 53.9% of the interviewed and 60.5% of those identifying themselves as
health-uninsured.

A possible explanation of such a difference is that the public budgets survey does not
involve village population. It is worth mentioning here that the statement of villagers
being even more pessimistic than the urban people is somewhat speculative. The authors
have no knowledge of surveys conducted in Bulgaria that confirm such a statement.
Another significant fact is that respondents in the public budgets survey sample belong to
the pool of registered health-uninsured individuals. As established in the course of
interviewing a major proportion of them do not consider themselves as being health-
uninsured because either they are unaware or they do not wish to disclose to others the
fact, they have lost their health insurance status. It could be claimed that NSHU group of
health-uninsured people is less stratified (concentrated in the second quintile™®), mainly
on the account of shrinking of the above three quintiles, i.e. by diminishing the share of
those that believe their household financial status is good, very good or wealthy. This
grouping is even more pronounced among health-uninsured Turks, while among health -
uninsured Roma people the load is shifter towards the bottom quintile; 57.1% of the
interviewed assess their household financial status as very bad and some more 34.3% - as
bad.

Ranking by the subjective income poverty scale is very logical and predictable, and
corresponds to the objective indicators ranking. The highest self-confidence is observed
in MTHS total sample, i.e. among average Bulgarian citizens. Health-uninsured persons
and minorities place themselves in lower income categories thus both effects accumulate
— health-uninsured Turks and Roma people feel even poorer than the other Turks and
Roma peers. However, this logic in self-assessment, as shown below, is rather an
exception than arule in the subjective scales that give systemic but intuitively unexpected
ranking. One of the key views regarding subjective indicators is that they work better in
wealthier than in poorer countries™.

3) Educational marginalization (educational poverty)
NSHU Question 403 “What is your education level?’ is used to identify educational

poverty. For comparison, Question 4 of Section 5C: Education — General is used in
MTHS. It reads “Which is the highest education level completed by [NAME]?’

'8 |n the second fifth from bottom to top, i.e. between 20% and 40%. In this case it is about those that assess
their household financia status as poor.

19 Phipps, Shelley (2003). The Impact of Poverty on Health: A Scan of Research Literature. Ottawa:
Canadian Ingitute for Health Information.
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Both surveys use similar education nomenclature, though MTHS includes more details.
Unfortunately, they cannot be used for comparison purposes. The Table below shows
only the main education levels.

Table9

Education Elementary Primary Secondary University
Survey
NSHU (total sample) 5.4% 17.4% 64.5% 12.7%
NSHU (self-assessed as 7.8% 21.1% 59.8% 11.3%
health-uninsured)
MTHS (total sample) 14.9% 25.4% 44.0% 15.7%
MTHS (health- 16.5% 27.1% 42.2% 14.3%
uninsured)
MTHS (Turks, 40.5% 40.1% 18.3% 1.2%
intensive sample)
MTHS (Turks, 45.16% 37.3% 15.59% 1.88%
intensive sample,
health-uninsured)
MTHS (Roma, 43% 38.5% 16.8% 1.9%
intensive sample)
MTHS (Roma, 44.76% 35.71% 17.86% 1.67%

intensive sample,
health-uninsured)

Both surveys, NSHU and MTHS, show no significant difference in education level
regarding health insurance status of the interviewed either in total or within the ethnic

groups. However, there are reasons to believe that the degree of marginalization is higher
for health-uninsured persons with lower education level.

4) Housing poverty

Housing poverty isassessed using the following questions:

Table 10
NSHU Questionnaire MTHS Questionnaire
-  Homesize Module 1 Home, Question 6 What is the
surface area of your home, living and adjacent
premises?’
- Living space per person in the Module 1.6 /Module 2 Household composition,
household Question 1 (Counting)
- Accessto running water Module 1 Home, Question 7 “Isthere water-
piping in your home?’
- Shower outside the home but within Module 1 Home, Question 7 “Isthere a
the building bathroom in your home?”’
- Shower outside the building Module 1 Home, Question 7 “Isthere a
bathroom in your home?’
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Table 11

Home m?/per son Upto15m%12m% 10m*>  Noaccessto  No shower
(aver age/median) per person running at home
water
Survey
NSHU (total sample) 24.28/22.25 22.3% /11.9%/6.5% 2.2% 6.9%
NSHU (self-assessed as 24.14% [22.25% 26.4%/14.9% /8.3% 3.1% 10.2%
health-uninsured)
MTHS (total sample) 26.63/22.5 21.6%/11.2%17.3% 0.8% 9.1%
MTHS (health- 20.29/17.5 41.8%/27.9% /21.2% 1.6% 14.7%
uninsured)
MTHS (Turks, 21.28/18.60 35.6%/18.09%/12.0% 4.9% 46.1%
intensive sample)
MTHS (Turks, 23.24/20.00 24.20/10% /5.5% 9.6% 45.4%
intensive sample, health
-uninsured)
MTHS (Roma, intensive 23.33/19.00 40.2% /29.8% /23.8% 19.6% 52.5%
sample)
MTHS (Roma, 13.75/12.00 68.5% /52.3% /40.9% 17.7% 46.4%

intensive sample,
health- uninsured)

With respect to home size and living space available there are significant differences
noticeable between the total sample and the subgroup of MTHS health-uninsured
persons. Median living space per person in the total sample of MTHS is 22.5 sq.m., while
for the health-uninsured group it is 17.5 sg.m. Health-uninsured individuals have at their
disposal 5 sq.m. less, which is about % less living space. The highest overpopulation is
identified in three household groups. These groups are: up to 15 sq.m., up to 12 sq. m.
and up to 10 sg.m. per person.

Immediate attention is drawn to the fact that MTHS health-uninsured people are
concentrated in overpopulated homes. Over 40% of them use a living area of up to 15
sg.m., compared to 21.6% for the total sample. This is about a twice-higher share. The
share of health-uninsured living in the most overpopulated homes (up to 10 sg.m. per
person) is about three times higher than the common for the population (21.2% against
7.3%). Small living space per person in a household relates to the fact that health-
uninsured individuals inhabit smaller homes. However, the difference is not substantial.
To some extent this effect could be attributed to the finding that health-uninsured persons
live in larger households.

As indicated by NSHU, the differences in household living space made available to
individuals identifying themselves as health-insured and individuals identifying
themselves as health-uninsured are negligible.

A significant difference among ethnic groups is established with respect to access to
running water and a bathroom (shower). Within these ethnic groups, the discrepanciesin
view of the two above indicators are not too big between health-insured and health-
uninsured groups. Such discrepancy is found in NSHU and in MTHS total sample but in
very low shares. There are few households among the general population with no access
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to running water and no shower at home. NSHU establishes only 2.2% out of the total
sample to be the households with no access to running water, against 3.1% among the
health-insured persons. In MTHS 2007 the respective shares are 0.8% and 1.6%.
Regarding showers at home, the percentages in MTHS are 9.1% to 14.7% for the health-
uninsured people.

5) Health marginalization (health poverty)

Two main components — subjective health status and chronic diseases — are used to assess
health marginalization.

Both surveys, NSHU and MTHS, use a question to assess subjective health status.

NSHU — Section 3: Question 300. (“As awhole how do you assess your
health status for the past 18 months?’ very good, good, satisfactory, poor, very
poor)

MTHS — Section 6: Health, Question 2. (“How do you assess you health
status?’; excellent, good, satisfactory, poor, | don't know)

Both scales are not entirely identical but are comparable. MTHS scale is asymmetric. Its
four scores are equated (“1 don't know” is omitted) to the 4 levels in NSHU scale. Here
again the EUROSTAT methodology used to process various subjective scales of
attitudes™ is applied.

Both NSHU and MTHS hold a question on chronic diseases.

The question in NSHU, Section 6: Health, Question 17, reads, “Do you suffer from a
chronic disease that has lasted longer than 6 months?’ It should be perceived to mean “do
you suffer from a chronic disease’. The question in NSHU (Section 3, Question 301)
reads, “Do you fall ill from the following diseases...?’ with alist of diseases given below
it without specifying disease duration. For the purposes of this analysis, it is accepted
that people responding positively to a least one of the questions about chronic diseases
have actually answered it in an identical manner with the MTHS respondents who have
stated that they have a chronic disease.

Table 12
Health  Subjective self-assessment of health status Chronic diseases
mar ginalization (positive balance calculated by (duration longer than 6 months)
EUROSTAT method)
Survey
NSHU (total sample) 70.2 26.0%
NSHU (self-assessed as 63.6 27.8%

% |n this case MTHS shows a strong negative self-assessment so in order to preserve comparability, an
identical coefficient has to be used about the responses “poor” and “very poor”. Thus, the scale becomes a
three-level symmetric scale.
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health-uninsured)

MTHS (total sample) 57.3 26.5%
MTHS (health- 68.8 14.7%
uninsured)

MTHS (Turks, 65.9 21.3%

intensive sample)

MTHS (Turks, 78.2 10.7%
intensive sample,
health- uninsured)

MTHS (Roma, 66.2 20.0%
intensive sample)
MTHS (Roma, 72.2 9.3%

intensive sample,
health-uninsured)

In MTHS 28.9% of those stating they are health-insured have identified themselves as
having excellent health and 45.7% as being of very good health. Out of those stating they
are health-uninsured, the respective shares are 21.4% and 59.2%. Summing this up, a
figure of 74.6% health-insured persons claiming to be in good health is obtained while
for health- uninsured, the figure is 80.6%. Poor health is claimed by 11.1% of the health -
insured and 5.6% by the health-uninsured. The overall balance among health-uninsured
persons is better, compared to the average (68.8 to 57.3).

The conclusion that health-uninsured persons are healthier than the health-insured is
paradoxical, even though the difference is not substantial. Ethnic minorities from the
intensive sample feel in better health compared to the average for the country while the
health-uninsured feel even better.

NSHU does not suggest such a paradox, but the poorer self-assessment of those claiming
to be health-uninsured is at a shorter distance than the average. NSHU scale provides a
self-assessment balance of the health status similar to the MTHS one. Furthermore the
results of respondents identifying themselves as being health-uninsured are very close to
those of health-insured individuals.

Another paradox becomes apparent from the list of chronic diseases. In NSHU, responses
to this indicator do not differ much between health-insured (26%) and health-uninsured
(27.8%).

For MTHS total sample, data are practically identical to those in NSHU (26.5%).
However, the same paradoxes for health-uninsured and ethnic minorities are observed
here as well, just like in the case of subjective health. Only 14.7% of health-uninsured
individuals claim that they suffer from a chronic disease. Self-claimed chronic morbidity
among Turks and Roma people are, respectively, by 6.5 and 7.8 average pp> lower.
Chronic diseases affect less health-uninsured Turks and Roma individuals, 10.7% and
9.3%, respectively.

2 Percentage points
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Scores of self-assessed health status are very interesting because of the paradoxes
demonstrated. However, these “paradoxes’ have their logical explanation. Looking at the
responses on chronic diseases it becomes apparent that health-uninsured persons are
extremely “healthy” compared to their health-insured peers, based on their self-
assessment. An imposing economic interpretation may be that health-uninsured
individuals are people in good health and respectively, are in low demand of medical
services and do not wish to pay for something they do not use. That is to say that they do
not like the solidarity system. This statement may find its support in the results of the
responses to the question asking directly about the attitude towards the solidarity system.
However, such an interpretation cannot survive serious criticism.

Surveys of Open Society Institute, Sofia, have consistently emphasized the phenomenon
of extremely diminished health criteria among marginalized groups, in particular, among
the Roma minority. Among these groups, one considers himself/herself “healthy” when
not ill in bed or suffering from chronic diseases with severe complications. Data on the
majority of subjective measures, apart from income and consumption levels, do not
confirm the popular belief that wvulnerable groups are prone to unjustifiable
“complaining”. Such a statement sometimes is used to show that somebody’s actual
income or actual consumption has increased while subjectively that person has not felt
wealthier. On the contrary, that person gives even worse assessment of his/her well-
being. This statement has not received any empirical confirmation apart from the data on
subjective wellbeing (from the questions on income or consumption). But even with
these data at hand, the “explanatory power” of arguments for unjustifiable “pessimism”
of the people at the bottom of the social leather, is most doubtful.

Special attention deserves another explanation, suggested by the sociologist Aleksei
Pamporov regarding the high results of the health-uninsured individuals (Roma people®)
when assessing their personal health status. He stipulates that these people are indeed
healthier and armed with the feeling of being healthier, have decided that for the time
being they do not need to pay for a service they do not require. Probably this hypothesis
is valid in some cases but it is the authors view that it cannot be deemed generally
applicable. Explanation should be looked for in the different subjective understanding of
what does it mean “to be well” and “to be unwell”. An illustration to this statement is the
data about age distribution of health-uninsured individuals. In MTHS total sample and
among Bulgarian ethnic group, the average and age median among health-uninsured
persons are lower by some percentage points. A comprehensive explanation of this effect
gives the larger health insurance coverage among adults, being pensioners in their
majority. Health-insured children up to 17 years old are far less in number. Among
Roma people and Turks the fashion and median among health-uninsured individuals does
not differ from that among all Roma and all Turks — both indicators point to about 38
years. Among ethnic minorities health-uninsured persons do not belong to the younger
portion of the population and therefore, the main argument to consider them the healthier
part of the population is irrelevant.

%2 This explanation may extend to a| health-uninsured individuals.
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6) Multi-dimensional poverty

Multi-dimensional poverty assessment utilizes all of the abovementioned arguments as
well as the indicators analyzed, with the exception of education. On the one hand, it
appears that regarding education there are no significant differences between health-
insured and health-uninsured individuals. On the other hand, there have been some
difficulties in transforming the data about education level or grade completed in a unified
indicator (e.g. number of years spent in the education system). Thus, the number of
indicators becomes 7 distributed in 5 groups. Analysis of multi-dimensional poverty in
MTHS 2007 is given below since these data allow for a more completed comparison by
the perspective of both health insurance and ethnicity.

Extent of marginalization among health-uninsured persons and ethnic minorities is
clearly outlined in the analysis. It is also clear that health marginalization by ethnicity
“comes on top” of the absence of social security. It is obvious that over 30% of the health
-uninsured individuals are not poor under any of the 7" dimensions while another 30%
are poor under only one dimension. In principle, the unbeneficial condition of an
individual under one or even two dimensions may be deemed accidental or temporary
(unstable state) that can change. Marginalization by two indicators certainly represents a
serious risk of permanent marginalization and requires undertaking measures in order to
stop the process of “sinking”. In such cases, the individual has resources in other areas
(different from the dimensions considered) to get out of the unbeneficial state in which
he/she has fallen. For example, if monetarily poor, but in good health and having an
optimistic view of life, the individual will most probably find a resource to overcome
marginalization. The same could be said about an individual who, for instance, lives in
bad conditions but has achieved an acceptable income that could allow him/her to move
somewhere else or to invest in house refurbishment.

However, in the majority of cases, marginalization in three or more dimensions may be
considered a signal of permanent “sinking”, a severe form of poverty (in broad sense)
from which the individual does not have a resource to pull out al by himself/herself.
Unfortunately, this is the case for more than half of health-uninsured persons, 60% of the
health-uninsured Turks and over 80% of the health-uninsured Roma people. For
comparison, only 21.5% of Bulgarians have fallen in the trap of multi-dimensional
poverty, and those being poor under 5, 6 or 7 indicators are negligibly small in number.

Multi-dimensional poverty among health-insured and health-uninsur ed people
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1. HEALTHCARE IN EUROPEAN UNION MEMBER-STATES AS PART OF
THE SOCIAL PROTECTION SYSTEM

The Preamble of the European Social Charter (ESC)?® states that governments of
ratifying states are committed to secure to their populations the social rights specified in
the Charter and its Protocols, to improve continuoudy the standard of living and
promote the social wellbeing. Regarding the right of health protection, Article 11 of
ESC, ratified in full by our country, requiresto remove as far as possible the causes of ill-
health, to prevent as far as possible epidemic, endemic and other diseases, and to provide
advisory and educational facilities for promotion of health and encouragement of
individual responsibility in matters of health.

European authorities and ingtitutions consider health care to be part of the social
protection systems regardless whether financed by taxes or social security contributions.
Since long the role of poverty and disease risk reducing systems and their contribution to
social uniformity and employment management have been acknowledged at EU level.

24 25
| |

Lisbon European Council®® and Goteborg European Council® stress on the need to
reform and adapt protection systems including those in healthcare to be able to face
demographic aging and ensure social uniformity of European communities. To this end,
the European Commission has identified and the Barcelona European Council has
approved (March 2002) three reform axes:
Ensure access to care on the basis of universality, fairness and solidarity taking
into account the needs and difficulties of the most disadvantageous groups and
individuals, and also of those in need of expensive and long-term care and
services,
Provide quality care reflecting the advancement of science and the needs
associated with aging based on an assessment of people’s contribution to health;
Put in place measures providing long-term financial stability of care as well as
better system effectiveness.

A Joint Report of the European Commission and the Council, dated, 2003, emphasizes on
the common to the Community and increasing in number challenges faced by national
protection systems, involving capacity to grant accessibility and quality, and ensure long-
term financial viability of the systems. Difference among member-states will increase
especially with the accession of new member-states where health indicators show lower
values than in EU-15. Therefore, the Report of the European Council in spring 2004
urges to enhance coordination among national policies in order to support the efforts
directed towards modernization and development of this sector in all member-states,

% European Social Charter — opened for signing by EU member-states on 1 October 2961 in Torino. It
makes provisions on social rights of citizens of the signatory states. A law, adopted by the National
Assembly of the Republic of Bulgariain 2000, ratified the Charter.

# Lisbon European Council in 2000 — adopted a Strategy for Economic and Social Revival of Europe,
revised in 2005.

% Goteborg European Council, June 2001 — extends the Lisbon Strategy and adds emphasis on
environmental protection and achieving sustainable devel opment.
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regardless whether old or new. EC intends to study the ways of including public
healthcare in the Lisbon Strategy and its contribution to economic growth and sustainable
development.

Common goals for care systems development brought forward by the European Union
are specified in a Commission document dated April 2004%° which entails concrete
recommendations to member-states.

In al relevant EU documents accessibility, quality and financial stability form an
integrated set. Furthermore, a key to systems reform implementation is the ability to
manage effectively by both, involving and entrusting responsibilities to all stake-holders
— social partners, regional and local authorities, patients and society — and by
coordinating service suppliers, financial bodies, NGOs and authorities.

The meeting of the Council of the European Union in June 2006 in Luxembourg?’ on
employment, social policy, health and consumption took a decision to withdraw health
services from the scope of the Directive on free movement of goods and services and
adopted Common values and principles of health systemsthat haveto be reflected in
the national health policies of the member-states, namely universality, access to
good quality care, equity and solidarity. This document, approved by the Ministers of
Health of EU-25, makes it mandatory for national governments to look for a practical
way to implement the values and principles in EU health systems.

Refor ming national health systemsin Western Europe

Western European national health systems, established after World War 11 have been
perceived to be stable structures for a very long time. However, in the last two decades
health politicians have grown concerned by the fact that medical service expenditures
exceed dramatically their total beneficial effect. Emerging public dissatisfaction,
increased healthcare costs and its adverse effectiveness has driven governments to search
for new health-policy decisions, and to reassess and reform national health systems.

That is why Western European member-states have been constantly reforming their
health systems in the past twenty years. In the process, they have faced a series of issues,
which summarized are brought down to the following:
- overuse of health services which creates health expenditures inflation and high
alternative price of opportunities missed in other public sectors,
- financial deficit giving rise to the need of increasing contribution rates and state
subsidy which is unacceptable in a global competitive environment;
- inadequate financing competitiveness due to lack of competitiveness between
private and public health insurance funds. This brings about lower motivation level

% Report of the European Commission with economic forecasts on euro-zone states, member-states and
candidate-states, 8 April 2004.

# Conclusion of the Council regarding common values and principles of European Health Systems, 1-6
June 2006, L uxembourg.

HEALTH-UNINSURED INDIVIDUALSIN BULGARIA 35



among health Loroviders to improve heath insurance terms at lower costs (up to early
90-ties of 20" century, only citizens of Belgium and Switzerland, and to some
limited extent — state employees in Germany have the right of free choice of funds);

- health expenditures are more closely bound to revenues rather than needs which
practically leads to medically unsubstantiated use of health services;

. mandatory health insurance contributions are defined as a retrograde tax?®, which
contradicts the principle of progressive income levy aiming at effective
redistribution of wealth. Thus, wealthy people pay contributions relatively less in
size compared to their income rates.

In the course of these reforms, a number of issues, usually nation-specific to the
particular health system have been resolved. However, reforms possess some common
features that could be grouped in three main categories:

Firstly, with the downturn of economic growth in the 80-ties and early 90-ties, states
strive to accommodate health costs to available resources. Within this period, in
contrast to the booming growth after World War 11, health expenditures have had the
tendency to “consume” the increasing GDP share. That is why some states have taken
measures to contain medical expenditures within reasonable limits without disturbing the
provision of high quality services required by the population.

The second goal of these reforms has been to make healthcare a fair system. It is
commonly recognized that healthcare should be offered under equal terms and that
provision of a health services minimum package to the entire population has a positive
effect. For instance, maintaining minimum health standards for the entire population
helps reduce the risk of infections spreading. Despite of that, access to medical care
continues to be uneven in several countries thus deepening social problems.

The third goal has been to improve effectiveness and quality of services by introducing
microeconomic reforms in the health sector.

Regardless of nation-specific differences in health policy among European counties,
some priority trends are common for all:

Health promotion and disease prophylactics
Ottawa Health Charter (1986)%° defines health promotion as one of the priority strategies
to achieve health for all. Point of reference to health promotion philosophy is the
perception that both personal and group responsibility to regulate health behaviour is of
primary importance. Developed countries have achieved results in fighting significant
diseases employing extremely cheap means — raising awareness about healthy life style —
feeding regime, locomotive activity, combating smoking, early diagnostics and
prophylactics, and a healthy environment policy. Thanks to such measures, some

% |n al Western European countries health insurance contribution rate is a fixed percentage of a certain
income size.

PWHO Hedlth Charter, adopted in Ottawa in 1986, includes 8 determinants of health: peace, shelter,
education, food, income, a stable eco-system, sustainable resources, social justice and equity.
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countries like Finland have marked success in improving nation’s health, thus saving the
general public expenses for treating cardiovascular diseases.

Reorientation from hospital careto extending primary (basic) healthcare

The importance that developed European countries continue to place on primary
healthcare nominates it among the leading priorities in their health systems. Vivid
examples are the UK, Sweden, Denmark, Finland, Sprain, etc. Since more than three-
guarters of health budgets are spent on hospital care, which is in discord with
contemporary pathology nature (predominance of chronic diseases), super modern and
excessively expensive hospital facilities are considered to be inadequate to tackle such
pathology. Affirming primary (basic) healthcare as a way to overcome such growing
misbalance is perceived to be the foundation of any country’s health system.

Primary healthcare in fact encompasses a large spectrum of activities. World Health
Organization's (WHO)*® Declaration of Alma Ata (1978) states that primary healthcare
includes at least:

“ ...education concerning prevailing health problems and the methods of preventing and
controlling them; promotion of food supply and proper nutrition; an adequate supply of
safe water and basic sanitation; maternal and child health care, including family
planning; immunization against the major infectious diseases; prevention and control of
locally endemic diseases; appropriate treatment of common diseases and injuries;, and
provision of essential drugs.”

Centra to the primary healthcare system is the general practitioner (GP) who is a well-
educated specialist in general medicine and who keeps abreast of the medical and social
issues of hig’her patients. GP's main task is to meet the basic most common health needs
of the population and bring to a reasonable minimum the number of patients referred to
medical experts and hospitals. Thus, physicians with a general medical profile become a
positive organizational and economic factor in any health system.

Furthermore, it is obvious that affirmation of primary healthcare does not involve general
practitioners only. It encompasses a large circle of other professionals such a nurses,
midwifes, social workers, psychologists, dentists, pharmacists etc., working on the
territory of a municipality.

A GP is no longer the only representative of primary healthcare. There is a whole team
responsible for this type of care. In a number of countries this trend has initiated a quite
relevant discussion about GP's specialization to cover medical areas that are the most in
demand: paediatrics, obstetrics and gynaecology, etc. This process is taking place
together with introducing the model of GPs group practices.

% WHO Dedlaration of Alma-Ata, September 1978 — emphasi zes the need of a health strategy that provides not only health services
but pays attention to social, economic and political reasons causing poor health.
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Raising health system effectiveness
All European countries mark increase in health care expenditures. Main reasons are:
- demographic aging of the population;
- increase in chronic diseases;
- raised expectations and pretences of the population regarding health
services,
- implementation of ever more expensive medical technologies.

Achievements in medicine enabling successful treatment have led to an increase in
number of people requiring medical care. Furthermore, they have raised the need of
rehabilitation and home care for chronic patients.

International comparisons confirm that there is no definitive evidence of a higher health
care social effectiveness in countries where the number of physicians, hospital beds and
funds spent are more. Obviously, the issue is about effective spending of health resources
which relates to health system organization and management.

In view of these tendencies in health systems management and assessment, emphasis
shifts from resources quantity to the nature of outcomes, i.e. from system “inputs’ to
system “outputs’. Ways to manage resources in an economical and effective manner, to
raise responsibility level in funds spending and enhancing clinicians’ participation in this
responsibility are sought for.

Particular attention is given to effective resource distribution in various health system
sectors, mainly through setting a balance between primary healthcare and hospital care. It
is considered unacceptable to cut down financing of primary healthcare on the account of
expensive hospital technologies whose efficiency is unsubstantiated. That is why the
approach taken is towards reasonable reduction of average hospital stay, withdrawing
some hospital activities and entrusting them to outpatient care — at home, at a daily
centre, to nursing homes, and services provided by doctors, nurses, social workers and
other staff.

Market orientation

Applying market principles and tools to healthcare has attracted noticeable interest in the
majority of countries. This comes in response to increased expenditures and raised
requirements on the part of the population. It is believed that competition under market
conditions will render better economic effectiveness, better control and quality of health
services and at the end of the day, to a more efficient use of healthcare resources. Three
are the main categories to which the numerous reforms involving implementation of
market tools are brought down to: introducing a market mechanism to a tax-financed
health system — a typical example is the UK, where an internal market has been
introduced to the National Health System; developing market mechanisms in a health
system financed via a health insurance model (Germany, the Netherlands, Austria); and
passing from a tax-financed system towards a health insurance model — typical for East
European countries.
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Accounting for the positive effect of market mechanisms implemented in healthcare, the
World health Organization has called on the need to consider both their benefits and
possible undesirable implications. A market mechanism in healthcare is the means, not
the purpose of reforms towards healthcare activities quality and efficiency improvements.
With this understanding at hand West European countries are not implementing regulated
market approach to health systems involving some elements of planning rather than an
absolutely free market and competition approach.

Government roles continue to be substantial: in regulating healthcare, in price control and
in ensuring fair financing and support to health expenditures of vulnerable social groups.

Providing quality medical care
Many countries use their best endeavours to monitor, assess and control quality of health
activities to make sure specific standards are complied with. A number of approaches and
methods are used, such as standardized activities, consensus assessment, medical audit,
intuitive methods, sociological methods, etc.

Health system decentralization and regionalization
A common feature of a number of contemporary health reforms is the tendency to
decentralize decision-making and enhance the role of local (municipal) governments.
Thisis mainly driven by three factors:
- Public pressure on health establishments to show better responsiveness to population
needs which immediately means a higher local responsibility and an opportunity to
influence health establishments;
- Enhance intersectorial cooperation at local (municipal) level, in particular between
health and social authorities;
- Raise local autonomy and improve population access to local healthcare services.

Decentralization accounts for the priority attributed to primary healthcare and aims to
bring main types of prophylactics and treatment closer to the population. Therefore,
decentralization presupposes logical regionalization and echeloning of health services.
Regional health system is striving at satisfying completely the health needs of the region
with the exception of highly specialized type of medical care such as cardiac surgery,
plastic surgery, etc. Setting up regional and local health systems means that public
responsibility on health issues has to be strengthened. This is bests achieved by
establishing strong partnership between the individual, the social group and the health
providers within the municipality.

Raising management capacity in healthcare
The above listed tendencies in health policy of developed European countries imply
introducing contemporary management approaches and methods in healthcare. A
professional manager becomes the key figure in health system management. It is realized
that implementation of health reforms is unthinkable without high management culture
within the entire health system. Clinicians' role and responsibilities in health activities
management is broadening.
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Integrated approach to health system management and operations

Such an approach imposes considering and assessing healthcare as a sophisticated system
of numerous components, only one of which being the medical (professional) activity, in
particular clinical activity. Policy decisions in healthcare arise more and more from
processes analyses and forecasts related not only to medical technologies but also to
communications, national culture, demographic particulars, environmental issues and
social status of society. Even more imposing becomes the need of a broader interagency
coordination and cooperation in public health protection. Such an approach evolves from
the perception that the citizen (patient) is the core figure in the contemporary health
system and his’her complex health needs require integrated healthcare.

“Health in all policies’ approach, initiated by Finland and adopted by the World Health
Organization and the European Union, entails the impact that all policies beyond health
sector have on public health. Intersectoral cooperation is performed by policy decision-
making, strategic planning and practical implementation of interventions. The final goal
is to facilitate policy-making based on scientific evidence and involving assessments
based on comparison of health determinants and final outcomes of the population health
status.

This integrated approach means also that medical care is considered as a system of
interrelated and interacting elements:

- diagnostics and treatment units;

- prophylactics units;

- rehabilitation and continuous care units;

- health education and health promotion;

- social aid and mobilizing health initiative of the population.

An important principle is the integrated interaction among various health service units, in
particular the interrelation and continuity among primary medical care, specialized
outpatient care and hospital care. Convincing is the experience of various countries (the
Netherlands, UK and Sweden) evidencing that good regulation of an integrated health
system is one of the decisive factors for the effectiveness of the entire health system.

Every European state is setting its own health-policy concept, without retreating from
common European values of health care development.

The European Commission has adopted a new Health Strategy which outlines community
activities in the field of healthcare for 2008-2013. This document, entitled “Together for
Health: A Strategic Approach for the EU 2008-2013" lays down concrete measures to:
protect European citizens from health threats; strengthen prevention and early diagnostics
of cancer diseases; and provide sufficient information to health customers to allow them
taking an informed decision about their health.

Strategy goals are supporting healthy lifestyle in aging Europe; protect citizens from

health treats including infections diseases and bioterrorism; and support new technologies
introduction in healthcare. To achieve these goals Europe has laid down 18 specific
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priorities for the coming years. They entail, for instance, proposals to overcome health
sector inequalities in member-states and enhance the role of EU in global healthcare.

Developing and adopting a health policy concept comes as a result of an extensive
scrutinizing process which entails good comprehension of the health situation in a
country; in-depth analyses and forecasts, and a broad public debate to secure social
acceptability and support to changes proposed.

A decisive criterion in defining health policy trends are the well substantiated priorities of
the national health system. Contemporary health-policy decisions are most of all skillsto
define health priorities.

Now, more than ever, the spirit of realism motivates health policy. This is achieved by
consolidating two opposite but interrelated tendencies, on the one hand, not alowing
publicly provided health services to reach a maximum, and on the other hand — clear
guarantees to provide basic health services related to both mass health needs and national
health priorities. This two-fold tendency evolves from the principles of health resources
accessibility and fair allocation.

Contemporary health systems do not permit existence of a monopole position of a certain
model and enforce pluralistic approach and partnership between public and private sector,
between mandatory and voluntary health insurance and between governmental and non-
governmental sector.

For the implementation of adopted health-policy decision it is mandatory to include
monitoring of emerging effects so that corrective decisions may be taken.

Ethnic aspects of health policy are acquiring a more distinctive focus. The same applies
to reforms undertaken involving protection of patient’s rights as the core figure in the
system.

In the course of recent health system reforms in developed West European countries,
some processes of convergence between classic (tax- and insurance-) models have been
noticed. Each system borrows the advantages of the other to overcome its own
drawbacks.

Refor ming national health systems of Central and Eastern Europe

Staring early 90-ties Central and Eastern European countries have undertaken radical
reforms of their health systems. Reform pace, intensity and depths in these states depend
on the progress level of both public and social changes, and transition to market
economy.

Reforms in West European countries differ from those in Eastern European countries

since the latter have taken a radical approach to changes. Developed countries have
initiated their reforms when they have already put in place the foundations, namely,
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coverage and universal access to quality medical care. While they have been able to
allocate larger public funds to healthcare, Eastern European countries can afford to
dedicate much less public funds to healthcare. Furthermore, in the course of reform
implementation, the latter are facing a number of issues fundamental to the health system.

Main reasons for Central and Eastern European countries to embark on the road of tota
reformation of healthcare in the last decade are as follows:

- relatively low expenditure levels in healthcare;

- extensive health system development;

- ineffective use of resources.

The purpose of these reforms has been to improve system financial status and operations,
as well as to raise effectiveness of both funds allocation and professionals, while
maintaining universality and equity of access and scope of healthcare.

Main changes have affected organizational, managerial and financial aspects, their
common feature being transition of national health systems from the Semashko® model
(provision of services through the public sector and financing through tax revenues) to
Bismarck®? model (or the system of social health insurance).

Main objectives of switching from tax to insurance financing model have been to:

§ guarantee equity of access to medical care to all health-insured individuals at all
levels of the health system and place the patient at the core of the health system,

§ finance high quality medical care;

§ secure balance between revenues from health insurance contributions and medical
care expenditures,

§ establish competitive grounds among physicians and curative establishments and
provide decent and adequate payment for the work exercised.

Analysis process makes it clear that our country has joint the general transition tendency
towards social health insurance of the Central and East European countries. This
happened in 1998 when a package of laws necessary to introduce the health insurance
system in the country was drafted and adopted. This package includes Health Insurance
Law, Professional Organizations of Physician and Dentists Law and Healthcare
Establishments Law.

% Semashko, Nikolai Aleksandrovich: Professor, Social Hygiene Chair at the Medical Faculty of the Moscow University; 1921-1949;
founder of the soviet health care system.

%2 Otto von Bismarck: Chancellor of Germany; architect of the idea for a social state; initiator of the Mandatory Health I nsurance Law
in Germany, 1889.
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IV.HEALTH INSURANCE SYSTEM IN THE REPUBLIC OF BULGARIA

Health Insurance Law (HIL) in force in the country stipulates that: “Health insurance
shall be an activity of collecting health insurance contributions and health insurance
premiums, managing contribution amounts collected and their spending for payments of
health activities, services and goods, provided by the Law herein, by the National
Framework Contract and by the contracts for voluntary health insurance. Health
insurance shall be mandatory and voluntary.”

Mandatory health insurance guarantees free access to medical care of health-insured
individuals by providing a basic package of health activities, defined by types, scope and
volume, as well as free selection of medical care provider that has concluded a contract
with the regional health insurance fund.

In line with the Law, “Voluntary health insurance shall ensure provision of health
services and goods outside the scope of mandatory health insurance. Voluntary health
insurance may be used to provide also health services and goods included in the scope of
mandatory health insurance.”

Health insurance funds status and long-term sustainability of health insurance systemsis
a common problem to European countries. The health insurance system is new to
Bulgaria. There is no experience and traditions in management of such funds. The
following pages present an analysis of the health insurance system status in the
country, its sustainability, for the short term of its existence, transparency of funds
spending, collection rate of health insurance contributions, accumulated liabilitiesto
health insurance system, price of health carerelated to health insurance burden and
access to healthcare of some socially vulnerable groups.

Legal provisonson health insurancein the Republic of Bulgaria —a concise review

Health insurance system has its legal grounds set forth in Article 53, para 1 of the
Consgtitution. This provision stipulates the right of health insurance as a basic right
of citizens.  Art. 57, para 1 of the Constitution lays down the legal document rank to
regulate the order and terms and conditions of exercising this health insurance right — a
law. Such a law was adopted in 1998, namely, the Health Insurance Law (HIL). It
establishes the active legislative foundation in this area. Worth noting is the fact that for
the ten years of it implementation this law has been amended and supplemented more
than twenty times. Amendments of HIL refer to NHIF management, health insurance
liabilities, health insurance rates, voluntary health insurance, and release and waive of
health insurance liability, etc. Regardless of repeated HIL amendments, no clear expert
concept on a health insurance model has been established neither has a political will on
its development been demonstrated.

Legal arrangements are complemented by a National Framework Contract (NFC)

between NHIF representatives and professonal organizations of physicians and
dentists. HIL sets forth the main elements and legal regime of these acts, the latter

HEALTH UNINSURED INDIVIDUALSIN BULGARIA



stipulating content and order of medical care to be provided to health insured individuals.
Subject to NFC are the volume and price of health services included in the basic package.

In addition to the abovementioned sources, legal arrangements are complemented
by the following laws:
- Health Law —laying down healthcare organization.
Healthcare Establishments Law — regulates the structure and activities of
healthcare establishments. Along with the provisions on setting up, structuring,
operating, transforming or closing down such establishments, this Law sets forth
also the rules under which relationships between healthcare establishments and
the National Health Insurance Fund are to be arranged.
Professional Organizations of Physicians and Dentists Law — regulates the
structure, organization and activities of professional organizations of physicians
and dentists (party under NFC), terms and conditions of exercising medical
profession and responsibilities upon violating professional ethics, and
Social Security Code.

Health insurance is also regulated by a number of secondary legislative pieces such as
rules, regulations, decisions of the Council of Ministers, decisions of the Minister of
Health, decisions of NHIF management bodies, etc.

Characteristics of the Bulgarian health insurance model

As established by the Health Insurance Law, the health insurance model entails two types
of health insurance — mandatory and supplementary voluntary health insurance.

Social health protection secured by the Health Insurance Law targets three principle
areas, namely:

to guarantee provision of the basic medical and dental service package;

to cover a maximum large proportion of the population;

to ensure quality health services.

Mandatory health insurance

Scope — mandatory

Way to determine contribution rates — a percentage of certain income level

Insuring entities — in solidarity, by the employer and the employee, or by the Sate
Insurer —a national fund

Settlement mechanism — directly between insurer and medical service provider
Contracting with medical service providers — National Framework Contract with
representatives of professional organizations

Mandatory health insurance is achieved through a single National Health Insurance Fund
(NHIF) which has 28 regional branches/offices across the country (Regional Health
Insurance Funds, RHIF) corresponding to the country’ s district administrative division.
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Pursuant to Health Insurance Law (Chapter 1I, Section I1), NHIF main functions and
operations encompass the following:

management of contributions colleted;

guaranteeing free access to medical care of health-insured individuals by means of
a basic package covering health services defined by type, scope and volume;
participation in negotiations and signing the National Framework Contract (NFC)

with representatives of professional organizations of physicians and dentists;

developing settlement models for medical care providers;

developing an information system for the purposes of mandatory health insurance;
and

exercising medical and financial control over mandatory health insurance.

Mandatory health insurance system is established on the following principles:

Solidarity — every person pays health contributions according to his’her income
level; everybody uses one and the same services when identical insurance events
occur; insurance funds are reallocated from healthy to ill, from wealthy to poor
and from young to old individuals;

Mandatory participation — secures collecting revenues from health insurance
contributions of all country’s citizens,

Participation of representatives of health-insured persons and employersin
NHIF management — guarantees transparency of operations.

Shared responsbility in financing — participation, with contributions or
payments, of all contributorsin health risks responsibility;

Individual responsibility for personal health — everybody complies with the
recommendations of medical care providers and the requirements for disease
prophylactics within the terms and conditions negotiated under the National
Framework Contract and contracts with medical care providers,

Equity of access — within the medical service package guaranteed by NHIF, all
individuals having a mandatory health insurance are granted equal rights of access
to medical care;

Free selection of a medical care provider that has a contract concluded with
NHIF — health-insured individuals have the right to use services of physicians
and healthcare establishments that have contracts concluded with NHIF regardless
of type of ownership;

Fairness — in case of unemployment and for disadvantaged people, health
insuranceis covered by the State;

Publicity of operations — HIL makes provisions for public and financial control
over NHIF to be executed by the Council of Ministers and Parliament, Ministry of
Finance, Ministry of Health, National Audit Office, National Agency of Financial
Control and NHIF management bodies, namely the Audit Council and the
Assembly of Representatives.

Management bodies of NHIF are: Assembly of Representatives, Board of Managers,
Audit Council and Director.
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Assembly of Representatives adopts Regulations on the Structure and Operations of
NHIF; elects and dismisses members of the Board of Managers and the Audit Council;
adopts rules on appointing a Director; adopts the draft-law on NHIF annual budget and
the report on NHIF operations; and releases and waives responsibility of the Board of
Managers. The Assembly has a three-year mandate. It consists of 37 members
representing health-insured individuals, employers, municipalities and the State, all
appointed on a quota-based principle. Health-insured individuals' quota includes six
members of employees’ representative organizations and a member of representative
patients protection organizations, all elected by these organizations. Municipal and
employers representatives are also six for each group. The State is represented by 18
members.

Such a member distribution, introduced in 2002 with an amendment of HIL,
practically secures majority of State representation, and thus puts administrative
and political burden of responshbility on governing political parties in regard to
management of funds collected from health-insured individuals.

Legal provisions presuppose transparency of health insurance funds spending. State
domination in management of these funds is obvious (Assembly of Representatives,
Board of Managers, Audit Council). Patients organizations participation is an issue that
remains to be resolved. Employers’ and municipal representatives have yet been unable
to establish and declare clear position on health insurance issues. Thus, they cannot play
the natural role of being a corrective to managerial decisions. Under the current NHIF
governance arrangements, the State, which contributes less to NHIF budget than
the citizens, holds a dominating position in management of funds collected by
health-insured individuals and employers.

Health Insurance Law introduces a basic medical care package guaranteed by NHIF
budget to all individuals having a mandatory health insurance. A Regulation® of Minster
of Health lays down the scope and volume of this basic package.

NHIF provides settlements, in full or in part, for the following medical services. medical
and dental services for protection of early disease detection; outpatient and hospital care
of disease diagnostics and treatment; medical rehabilitation; emergency medical care;
pregnancy, childbirth and maternity medical care; dental and dental mechanics services;
medicines for home treatment; medical items and diet food; expert medical assessment of
capacity to work.

The basic health services package, detailed below, secured by Health Insurance Law for
al health-insured individuals is provided for by the National Health Insurance Fund
(NHIF) budget®. Since actuarial risk assessment has been used to develop thisbasic
health services package, the funds allocated by Parliament to cover for it do not
correspond to the actual needs of health services.

% Regulation Ne40/24.11.2004 of the Ministry of Health
3 As by December 2008 NHIF is the only administrative, financial and operational entity dealing with
mandatory health insurance.
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Pursuant to Section VII of HIL, it is the NHIF, Bulgarian Physicians’ Union (BPU),
Bulgarian Dentists Union (BDU) that negotiate the requirements to be met by medical
care providers; the order of concluding contracts with them; the volume and prices of
services included in the basic package; the terms and conditions to use and provide
medical care and the settlement methodology for the various types of medical care.

When negotiating parties fail to reach an agreement and an NFC cannot be signed for a
current year, the NFC applicable for the previous year continuesto be in force along with
the working arrangements set forth by NHIF Board of Managers. The health insurance
system of 2007 and 2008 has been implemented under such conditions. After 2006
framework negotiations have been blocked thus rendering futile the notion of negotiating
in the HIL stipulated format. Legal amendments regarding both NFC structure and
negotiating parties are required in order to enhance and improve the negation principle
underpinning this health insurance model.

Via its regional units, NHIF signs contracts with healthcare establishments registered
under the Healthcare Establishments Law (HEL). However, there are no legal provisions
making it possible for NHIF to either select healthcare establishments to contract with or
to regject healthcare establishments regardless of their compliance with HEL and MHIF
requirements. Accreditation of healthcare establishments, performed by the Ministry
of Health, does not affect their financing.

Access to health system under mandatory health insurance is streamlined by general
practitioners. Any health-insured individual selects a general practitioner and has the
right to change his/her selection twice a year.

Access to specialized outpatient care and diagnostic tests is restricted at GP's level
through regulatory standards introduced by NHIF. The latter reflect the number of health-
insured individuals (signed-up with a GP) and the number of dispensary cases,
participation in maternity and child healthcare programs, and acute cases requiring
referral to specialized treatment. GP's regulatory standards include number of referrals
to amedical specialist and certain amount of funds allocated for tests.

For outpatient care, the regulatory standards reflect the number of reported medical
examinations and number of dispensary cases. At they disposal GPs have available a
defined number of referral slips that can be used for: referring patients to other medical
experts, laboratory tests (the amount of funds allocated are defined on quarterly basis)
and referring patients to highly specialized treatment.

High-tech tests may be prescribed only by medical experts.
For dispensary cases, regularity of check-ups and volume of control tests are set out in
Regulation Ne 39/16.11.2004 of the Ministry of Health. Limits imposed on GP and

medical specialists fall in a serious contradiction with the Dispensary Regulation
requirements. Sometimes it is even impossible to meet such requirements.
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Furthermore, acute cases, which are not less in number for both GPs and medical
experts compared to the number of dispensary patients, are also not reflected
adequately in these limits.

The majority of prophylactics and vaccination programs are entrusted to GPs. Through
contracts with medical care providers GPs take care or organize emergency medical care
to health-insured individuals that have selected them.

NHIF Report of Budget 2007 indicates that the level of primary prophylactics population
coverage exercised by GPs is unsatisfactory, with only some 30% of the health-insured
individuals subject to prophylactics.

Emergency care is poorly organized. Usually based on telephone calls to GPs, patients
find it difficult to access the health system, thus putting an unsubstantiated burden to
emergency units and hospitals. For that reason in 2007, the Ministry of Health financed
the so-called “emergency portals’ that have been set-up a some hospitals so that the
Ministry can cover for hospital expenses on medical examinations and diagnostics of
emergency cases. That is how one of GP's main responsibilities — a guaranteed 24/7
availability to his’/her health-insured patients — is transferred to the health system
top and most expensive level —the hospital.

Hospital access is granted via referral dlip issued at al outpatient care levels. Self-
referral, i.e. health-insured individuals visiting directly a hospital, is also possible.
Hedlth-insured individuals are granted free selection of a hospital on the country’s
territory as far as this hospital has a contract with NHIF.

Health-insured individuals' reimbursement for medicines and medical items is done
according to a list of diseases approved by the Minister of Health and subject to
Regulation Ne 38/16.11.2004. On annual basis, NHIF approves the reimbursement rate
for positive list medicines, and medical items and diet food for special medical purposes.
NHIF negotiates also their supply.

Health-insured individuals receive medicines and medical items in pharmacies that have
contracts with NHIF.

Voluntary supplementary health insurance

Voluntary supplementary health insurance is provided by joint-stock companies licensed
and controlled by the Financial Supervision Committee (FSC). Licensing procedure for
these companies was initiated in 2001. First two companies were licensed the same year.
Their number remained the same till 2003 when an HIL amendment reduced the capital
required for registration of a voluntary health insurance company from 2 mil BGN to
500 000 BGN. By 2008, FSC has registered 20 such companies.

Scope — voluntary
Way to determine contribution rates — risk assessment
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Insuring entities— employer, individual (family)

Insurer — FSC licensed joint-stock company

Settlement mechanism — reimbursement of expenses to medical care providers or to
health-insured individuals

Contracting with medical care providers — directly between health-insured individuals
and provider

Voluntary supplementary health insurance may cover for both basic package® regulated
by the Law, and medical services beyond the package.

Out of the three world-known formats of voluntary health insurance — substitution,
additional and supplementary, HIL stipulates two options. supplementary and additional
health insurance. Voluntary health insurance in Bulgaria offers additional services which
are not included in the basic package (for instance, direct access to an outpatient medical
expert) or supplementing the basic package services (covers expensive consumables in
hospital care not settled by NHIF). HIF does not allow free selection of a Health Fund to
substitute NHIF and take charge of all health insurance services.

While regulated by law since 1998, voluntary health insurance in Bulgaria has not
developed as a modern health services market. For 2007 revenues of all health insurance
companies amount to 25 million BGN*® while public healthcare expenditures are 2.2 bin
BGN?¥. This is comparable to an average-sized hospital budget. Most common motives
shared by employers and employees for preferring voluntary health insurance are: waste
of time visiting a GP; limited access to specialized medical care and high-tech tests; and
payments for hospital treatment expensive consumables.

It is the authors view that the reasons for such a weak development of voluntary health
insurance are numerous and complex:

1. Thereare no traditions in voluntary health insurance in the country.

2. Low income rates do not allow the population to spare funds for voluntary
health insurance.

3. Tax relieves to employers amounting to 60 BGN (since 1 January 2008) non-
taxable amounts on monthly basis for any employee (paid for voluntary
pension funds, voluntary health insurance, voluntary unemployment funds and
life insurance) do not stimulate employers to purchase additional health
services for their employees via the voluntary health insurance due to the
short-term of insurance and absence of an accumulation option on an
individual account, offered by voluntary pension funds.

4. Patients find it difficult to make a decision to pay yet another health insurance
contribution for one and the same healthcare services, at the background of an
undefined and financially unsupported mandatory health insurance basic
package.

% Article 82, para2 of HIL.
% Data from FSC
37 Data from the State Budget Law.
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5. Direct payments from patients to healthcare establishments for services
rendered by the latter have become arule and are preferred to voluntary health
insurance.

6. Public hedthcare establishments face management issues and provide
unsatisfactory medical service quality thus obstructing voluntary health-
insured individuals from receiving quality medical care; should this be well
arranged, it could motivate interest towards voluntary health insurance
companies.

7. Limited funds collected under voluntary health insurance are not perceived as a
substantial financial resource by healthcare establishments. Moreover, service
guality is demanded. Patients, who cannot obtain referral dlips for both
medical experts and specialized tests from their GP due to dips limited
number, pay directly for the service they require. This is a much larger funds
source to healthcare establishments than the channels of voluntary health
insurance, which makes direct payments a preferred option.

8. Private sector in healthcare establishments is also underdeveloped. These
facilities provide a limited volume of services mostly in the outpatient care
range which does not stimulate competitiveness, particularly in hospital care
and in small towns.

9. Legislature has not resolved the issues related to introducing a clear distinction
between health insurance and health security, and supervisory institutions
permit healthcare establishments to conduct unregulated activities such as
healthcare under subscription. All this puts additional constrains to healthcare
market development.

The current strive to apply European directivesto private health insurance companies and
subjecting them to insurance principles in a “blind” manner is unacceptable.
Contemporary tendency in health insurance system development and their supervision
impose a different perception of insurance institutions operations — not only as financial
risk management, but also as arrangements put in place to provide healthcare services,
prevention of socially significant diseases and quality control over health services.
Should all these be in place, companies become participants in national health policy
implementation, which is not typical for insurance operations in general.

Mandatory health insurance in Bulgaria is in fact a system of state management of health
insurance contributions paid by employees and employers. Legal amendments in NHIF
management introduced in 2002 have stopped the self-governance approach to a system,
controlled by Parliament.

Medical service basic package is too broad and, most of all, financially unsecured by
NHIF budget. That iswhy limitsto package use are introduced. These limits obey a set of
regulatory standards applicable to outpatient care and hospital care delegated budgets.
Thus, instead of regulating access to specialized outpatient care and diagnostics, such
regulatory standards in fact impede access to and even deny health services to patients
when primary medical care and specialized outpatient care limits are exhausted.
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It is necessary to ensure a balance between, on the one hand, GP’ s capacity to deal with
issues and needs of specialized care and diagnostics, and on the other, resources to cover
for such services.

NFC negotiation format has to be changed via legal provisions so as to include more
participants in the negotiation process (hospital representatives, patients organizations),
thus diminishing the possibility for any participating party to impose a monopoly.

Future development of health insurance model should envisage right of selection of an
“insurer” and placing NHIF in a competitive environment. These are feasible ways to
protect and extend health-insured individuals’ rights.

Health Insurance System financing (mandatory health insurance)

Health insurance revenues

Main revenue source in health insurance (NHIF revenues) are the health insurance
contributions. Since NHIF establishment up to 2008, contribution rates, determined by
the NHIF Budget Law on annual basis, have been 6% from a defined income level. For
2009 rates have been raised to 8%.

Contribution amount paid is split between employer and employee, the ratio being
different through the years but aiming to reach gradually 50:50 by 2010. By 2007 the
contribution rate for children below 18 years old has been 0.5% of the minimum
insurance income for self-insured individuals. In 2007 it increased to 3% of the minimum
insurance income and in 2008 it reached 6% of half the minimum insurance income for
self-insured individuals.

NHIF data for 2007 indicate that the 3.2 million employed persons both under an
employment contract and self-insured (41.8% of the mandatory health-insured
individuals (MHII)) have contributed a total of 808 584 263 BGN (68.2% of health
insurance contributions (HIC)). The State provided for about 4.4 million people (58.2%
of MHII), with contributions amounting to 377 351 806 BGN (31.8% of HIC). The
average monthly health insurance contribution of an employee is 25.6 BGN while for the
persons insured by the State, the amount is 8.6 BGN per month (Table 13).
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Table 13

HEALTH-INSURED INDIVIDUALS AND REVENUES FROM HEALTH INSURANCE
CONTRIBUTIONS FOR 2007

Category of individuals Indicators Structurein %
Number of Revenues | Number of | Revenues
individuals individuals
TOTAL 7558859 1185936000/ 100.00%| 100,00%
HIC covered by the State Budget 4398346/ 377351806 58.19% 31,82%
Individuals whose health insurance contributions are covered 118043 79407 353 2.61% 21,82%
in full by the employer
HIC for pensioners 2270197, 248935 650 50.11% 68,41%
HIC for unemployed and socially weak individuas 179406/ 14 208 863 3.96% 3,90%
HIC for other categories of health-insured individuals 1830700, 34799 940 40.41% 9,56%
HIC not on the account of the State Budget 3160513 808 584 263 41.81% 68,18%
HIC paid by employer for employees working under an 2529777 452592 783 80.04% 55,97%
employment contract
Personal contributions paid by employees working under an 2373183 235281771 - 30,01%
employment contract
HIC paid by self-employed (self-insured) 630 736| 120 709 709 19.93% 15,40%

Source: 2007 NHIF Budget Law

The State does not participate on equal groundsin the health insurance system since
it contributes much smaller amounts for the people it covers. This disturbs the
solidarity model of health insurance and contradicts the practices put in place in
developed European countries.

Pursuant to the Health Insurance Law the obligation to collect health insurance
contributions is entrusted to the National Social Security Institute (NSSI). Since 2006 this
responsibility has been assigned to the National Revenue Agency.

Revenue forecasts are made on the grounds of structure of health-insured population
established in line with Article 40, para 1 of the Health Insurance Law. Data about
population distribution by regions, population age structure, average monthly salary and
average pension per region in the country are summarized and analyzed, accounting also
for the specifics of various territorial units. Formal information is provided by the
National Social Security Institute, National Statistics Institute, Employment Agency,
Ministry of Labour and Social Policy and Ministry of Health.

In the course of a year, revenues may alter due to employment dynamics and labour
resources structure across regions, which could be attributed to the variety of
employment format combinations applicable to physical persons and the ways health
insurance collection rates are calculated and forecasted.

NHIF budget contains also other revenue sources regulated by HIL, the main being:
- interests and revenues from NHIF property management;
- fines and penalty interests;
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- tariff fees defined by the Council of Ministers;
- revenues regulated by other laws to the benefit of health insurance.

The total amount of the abovementioned revenues can rarely be more than few percents
of the total revenue size and does not affect significantly NHIF operations. Table 14
shows the dynamics in revenues collected for 1999-2008.

Table 14

NHIF REVENUES, EXPENDITURES AND DECIFIT/SURPLUS in million BGN.

Million
BGN
Year 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 2008
Revenues and 1908 | 5492 | 6137 | 6536 | 7489 | 8830 | 9717 | 1,065.9 | 1,551.2 1,793.8
transfers
Including transfers
from Sate Budget 338.7 2064
Expenditures and 831 | 1263 | 4282 | 5851 | 7761 | 8831 | 1,070.7 | 1,352.8 | 1,541.7 1,747.8
transfers
Surplus 107.7 | 4229 | 1856| 685 9.5 46.0
Deficit 272 01| -99.0| -286.9
Available funds at
the beginning of 107.7 | 5306 | 7166 | 7851 | 7626 | 757.5| 6537 | 3665 375.5
the period
Available funds at
the end of the 107.7 | -530.6 | -716.6 | -785.1 | -762.6 | -757.5 | -653.7 | -366.5 | -3755 -426.3
period

Source: NHIF Annual Reports for 1999-2008
Note: NHIF budget laws allowed for covering 2003-2006 deficits through NHIF funds deposited with BNB;
Sate Budget transfers for 2007 include also health insurance contributions payable by the Sate Budget for

certain categories of individuals.

A steady revenue growth rate is observed from 190.8 mil BGN for 1999, to 1 793.8 mil

BGN for 2008. This could be attributed to improved collection rate of health insurance
contributions resulting from the relevant measures taken described in “Health Insurance
Contributions — Collection Rate”, and also to improved economic climate in the country
up to 2008. Basically, thisisa positive fact even though it does not bring about reduction
of either severe limitations imposed to outpatient care, or “chronic” hospital overdue

liabilities.

Health insurance expenditures (NHIF expenditures)

Health insurance has been initiated in 2000 with the intention to cover for expenditures
on outpatient care, both medical and dental, and also, in part or in full, reimbursements
for medicines, medical items and medical food. Hospital care has been included in the

health insurance system a year later. This has been done on a step-wise basis. Firstly,
about 20% of total hospital expenses have been financed, the remaining being covered by

the Ministry of Health. Number of clinical pathways and portions of hospital care
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expenditures covered by NHIF have been gradually increased and since 2006, NHIF has
been covering for al hospital expenditures.

Up to 2006, hospital care financing arrangements for coverage by NHIF and MH in fact
have violated the rights of health-insured individuals in view of basic package use, which
is supposed to be guaranteed by law through NHIF budget. At that time health-insured
individuals have been split into two groups regarding hospital care. NHIF-covered
persons and NHIF-non-covered persons. The second group sometimes had to pay
additionally over the argument that “the NHIF does not cover for such services'.
Duplication of payments has not been uncommon. Hospitals tried to report to the
Ministry or to NHIF in order to secure more resources. This has twisted statistical data
about morbidity rates of hospitalized patients.

Health services are settled under the National Framework Contract which stipulates
service volume and price. Principles underpinning health services price formation and
settlementsto medical care providers are as follows:

Primary outpatient care Number of health-insured individuals that have selected the
respective GP,

Activities under prophylactics programs,

Prophylactics check-ups;

Dispensary observations of chronically ill patients;

Work in unfavourable environments.

Specialized outpatient care Examinations with a medical specialist (primary, secondary,
dispensary observation of chronic disease)

Dental care Defined by type and volume

Medical and diagnostic operations By types of medical and diagnostic activities
Medicines for home treatment, medical | Covered by NHIF in part or in full

items and diet food for specialized
medical purposes

Hospital care On the basis of clinical pathways which include defined
diseases by diagnostics and behaviour agorithm (part of
clinical pathways exclude expensive consumables and
medi cines)

Financial resources transferred to providers of medical care are legally substantiated by
the budget limits defined by NHIF Budget Law. According to the Methodology to draft
annual RHIF budgets approved by NHIF Board of Managers, size and expedience of
gpending of such resources is determined and assessed with respect to: number of
contracts concluded with outpatient care providers and hospital care providers; number of
persons covered and medical manipulations reported; and expenditures for a previous
period of time.

Outpatient care is financially limited by a system of regulatory standards which allows a
GP to have a limited number of referral slips to address patients to medical experts and
tests. Specialized outpatient care providers also have a limited number of such referral
slipsto direct a patient to another medical expert and to high-tech tests and diagnostics.
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Starting 2008, NHIF has succeeded in limiting hospital care via a delegated budget
system which implies setting hospital budget on the grounds of the arithmetic mean value
of hospital expenditures for 2006 and 2007. This approach has proven to be damaging to
newly registered hospitals and high-costs hospitals (such costs being incurred from
higher activity levels) while hospitals with declining functions have benefited from it.

NHIF expenditures dynamics for 1999-2008 is shown in Table 15.
Table 15

NHIF Expenditures

Million
BGN

Y ear 1999 | 2000 2001 2002 2003 | 2004 2005 2006 2007

2008

tTr;ElaS'f;XSpe”d““resand 831 | 1263 | 4281 | 5851 | 7761 | 883.1| 1,0706 | 1,352.8 | 15417

1.747.8

Health insurance
settlements (including
transfer to budget
enterprises)

0.0 975 | 4040| 564.8| 755.0| 853.3|1,0399 | 1,3239 | 1,507.9

1.705.7

1.1. POMC

Primary outpatient 64.1 211.0 2325 | 1034 97.2 96.9 100.5 113.9
medical care

131.2

1.2. SOMC

Specialized outpatient 82.9 94.0 107.8 111.2 123.8
medical care

140.3

1.3.DC

Dental care 45.6 46.0 52.0 61.0 69.3

77.0

1.4. MDA
Medical and 39.3 42.6 47.6 46.2 51.2
diagnogtic activity

53.5

1.5. Medicines for

h 334 182.3 | 239.0 | 270.8 | 2457 | 244.9 270.0 282.1
ome treatment

295.5

1.6.HC

. 10.7 93.3 213.0 | 327.8 | 490.7 735.1 867.3
Hospital care

1,006.8

1.7. RCSS

Other health insurance
payments for medical
carerenderedinline 0.3
with the rules for
coordination of social
security systems

15

2. Adminigrative

exp 14.9 134 19.8 19.6 22.3 254 27.0 26.4 31.2

37.1
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3. Capital expenses 77.9 15.9 4.3 0.7 -2.3 3.0 24 1.7

12

3.2

4. Transfer 9.7 05 -1.1 -1.4 -1.3 -0.9

-1.4

-1.9

Source: NHIF Annual Reports for 1999-2008

NHIF expenditures comprise two groups: administrative expenses and health insurance
Settlements.

Administrative expenses do not exceed 3% of the total expenditures. They are spent for
two purposes. salaries, remunerations and social security payments for staff, and
maintenance (about 10% of administrative expenses). Maintenance expense items involve
materials, water, fuel and energy, telecommunication and mail services, current overhaul
works and business trips in the country. Payments of insurances, taxes on buildings and
capital expenses are financed centrally by NHIF since RHIF budget does not involve
resources allocated for such items.

The second expenditure portion refers to health insurance settlements. The structure of
these expenses includes payments for the following:

- primary outpatient medical care;

- specialized outpatient medical care;

- dental medical care;

- medical and diagnostic activity;

- hospital medical care;

- medicines for home treatment, medical items and diet food for special medical

purposes,
- medical carein line with the rules for coordination of EU health systems.

Since 1 January 2007 NHIF has started settling for medical care rendered in line with the
rules for coordination of social security/health systems in EU®. NHIF covers for the
emergency medical care of mandatory health-insured Bulgarians who have received
medical treatment while staying in an EU member-state.

NHIF annual reports data indicate that since 2006 when hospital care settlements have
been transferred to NHIF for full coverage, the expenditure structure has not changed
much. The largest share holds hospital care (about 58%), then come expenditures for
home treatment medicines, paid in pert or in full (about 19%), expenditures for primary
and specialized outpatient medical care (about 8% each), dental care (about 4.5%) and
medical and diagnostic activity (about 3.5%).

Table 16
Structure of NHIF expenditures for 2006-2007
Ne Type of Activity %
1 | Hospital care 58
2 | Medicines 19

% These expenditures are shown in Table 15.
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3 | POMC (primary outpatient medical care) 8
4 | SOMC (specialized outpatient medical care) 8
5 | Denta care 4.5
6 | Medical and diagnogtic activity 3.5

Source: NHIF Annual Reports

Structure of NHIF expenditures for 2006-2007

O Hospital care

4% 3%

B Medicines

o POMC (Primary outpatient
medical care

0O SOMC (Specialized outpatient
medical care

0,
58% B Dental care

O Medical and diagnostic care

Source: NHIF Annual Reports

Figure9

It is seen that increase in revenues leads to increase in expenditures. Main reason could
be attributed to enlarging the medical services package to incorporate more outpatient
and hospital care, and increasing the number and type of home treatment medicines, paid
in part or provided for free.

Medicines expenditures have reached dramatic increase in 2001 — up to 50% of the total
NHIF expenditures. At that time VAT charges have been imposed on medicines which
were exempt from such a levy before. While being the main cause of medicines prices
rising, this could hardly be the only reason for such a dramatic expenditure growth.
Bulgaria has introduced one of the highest VAT rates chargeable to medicines in Europe.
Its eventual reduction may allow NHIF to increase reimbursement rates for medicines or
to redirect resources to other healthcare items.

Mandatory health insurance system in 2003 generated a planned deficit which had been
covered by the previous years' surplus, accumulated with BNB. Apart from NHIF deficit,
public healthcare establishments have accumulated overdue liabilities. All this speaks
about a financial instability of the health insurance system. The National Framework
Contract stipulates that NHIF may unilaterally limit settlements to medical care providers
in case of resource deficiency. However, this does not resolve system financial issues but
in fact transfers NHIF deficit to healthcare establishments.

Limited access to specialized outpatient care and diagnostics, and uncovered

expensive consumables in hospital care constitute a practical obstacle to health-
insured individuals to access the health system. Furthermore, it puts burden on
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these individuals by making them pay additionally, even though they are regular
payersof health insurance contributions. The system may appear financially stable but
this is on the account of transferring the financial burden on citizens thus violating the
solidarity principle and restricting access to medical care.

Selecting clinical pathways as a criterion under which financing of basic hospital care
package is financed, proves to be more of a control tool for health services quality than a
financial instrument to evaluate health services. The rather arbitrary pricing of clinical
pathways, substantiated by lobbying on the part of medical experts or medicine
professionals and consumable manufacturers, creates a deceiving perception of the actual
contribution that various hospital structures have to overall hospital revenue formation.
As a reault, there are huge discrepancies in both medical profiles financing, and
remuneration of physicians and the rest of medical staff working in certain medical fields.
Differences among individual physician’s remunerations vary within quite a large range:
from three to five digit figures. Such discrepancies do not reflect objective variations in
either quantity of work performed or physicians’ expertise. Some medical profilesremain
underfinanced (e.g. therapist, paediatricians, anaesthesiologists, histologists, etc.).

The analysis of NHIF economic indicators should also consider the effects brought about
by a legal provision stipulating collection of health insurance contributions within the
time span of 1 July 1999 to 30 June 2000 without making any health-insurance payments,
i.e. without any settlements. Contributions colleted have been accumulated as a surplusto
NHIF budget and as by the end of 2002 they amounted to 785 million BGN. Under NHIF
Board of Managers' decision this surplus has been deposited with BNB and following
Parliament’s decision it has been used to cover for NHIF deficit for the period 2003 —
2006 (see Table 14). In 2007, in line with NHIF budget adopted by Parliament an amount
of 338,7 thousand BGN has been transferred from the State Budget (SB) to NHIF.
However, it remains unclear what does this transfer include, namely, what is the exact
amount of health insurance contributions payable by the State Budget. In 2008 another
transfer of 206, 4 thousand BGN has been made, apart from the health insurance
contributions owed by the State Budget. The rationale behind such transfers is obscure,
especially at the background of a surplus available from the resources deposited with
BNB.

With such decisonsin place, citizens and employers have credited the State (BNB is
operating with surplus funds) from the very beginning of health insurance system
implementation, while the health system is suffering shortage of resources. In all
European countries health insurance systems generate a deficit which is covered by
the state. In Bulgaria the health insurance system is crediting the State.

The 2009 increase in health insurance contribution rate (apart from the reserve for
contingency and urgent expenses), NHIF budget will have a surplus of 401 761 thousand
BGN, deposited with BNB, just like in previous years. HIL does not stipulate possibilities
to have a planned budget surplus. This will be yet another year where the NHIF Budget
Law is violating the principle legislation in this area — the Health Insurance Law — and
the health insurance system will be deprived of resources dedicated to its operations.
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Following the logic of the term “surplus’, should these funds actually be “in excess’ for
the health insurance system, then there is no explanation as to why health insurance
contribution rate has been increased by 2% and not less, and why the system continues
suffering from shortage of funds. These resources should be included in the health
insurance settlements.

Health insurance budget within the general parameters of healthcare financing

Since health insurance system implementation initiated back in 1999, NHIF expenditures
have been given a separate position in the general pattern of healthcare financing. Table
17 reflects the expenditure dynamics expressed through the so-caled Healthcare
Function, i.e. total healthcare expenditures within the State Budget, structured by the
individual main spenders.

Table17

Dynamics of Healthcare Expenditures, including Ministry of Health and NHIF for 1999-2008

Ministry of Health and others
Y ear Total healthcare (ingtitutions, higher school, NHIF Municipalities
etc.)
- Million % of healthcare Million % of healthcare -
Million BGN BGN. expenditures BGN expenditures Million BGN
1999 923.5 360.4 39.0 83.1 9.0 480.0
2000 977.2 437.0 447 126.3 12.9 413.8
2001 1,196.1 584.1 48.8 428.2 35.8 183.8
2002 1,437.3 642.6 447 585.1 40.7 209.6
2003 1,698.8 703.8 41.4 776.1 45.7 218.8
2004 1,770.5 776.3 43.8 883.1 49.9 1111
2005 2,009.9 808.3 40.2 1,070.7 53.3 130.9
2006 2,057.8 561.8 27.3 1,352.8 65.7 143.2
2007 2,419.8 706.0 29.2 1,541.7 63.7 172.1
2008 2,672.8 730.6 27.3 1,747.8 65.4 194.4

Source: Sate Budget Laws and NHIF Annual Reports for 1999-2008

Out of 2008 healthcare budget:

- NHIF covers for about 65.4% of the healthcare budget total expenditures;

- Ministry of Health and other institutions — about 27.3% of the expenditures, to
cover for emergency medical care, hemodialysis centres, psychiatric and pulmonary
hospital care, transfusion haematology activities and provision of expensive medicines
for home treatment. Expenditures of Military Medical Academy, Ministry of Interior
Medical I nstitute and Transport Hospital, and Lozenets Clinic are also included here;

- municipalities — about 7.3% of the expenditures, to finance dispensaries, nursery
homes and some specialized hospitals (as an exception);
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- other ministries and institutions — about 2.8% of the expenditures. Military

Medical Academy, Ministry of Interior Medical Institute and Transport Hospital, and
Lozenets Clinic are also included here.

Since 1999 public healthcare expenditures have been running a bit ahead of GDP growth
and have been maintained within 4-4.3% of GDP (Table 18).

Table 18

Dynamics of Healthcare Expenditures cover ed by the State Budget and household expenditur es on healthcare
for 1999-2008

Household expenditures on Total in healthcare
Y ear GDP Healthcar e Budget healtﬁcare sector
% % By %
Million growth Million growth % current growth % Million %
BGN | compared | BGN | compared | of GDP prices | compared | of GDP BGN of GDP
to 1999 to 1999 mil BGN to 1999
1999 23,790 X 9235 X 3.9 397 X 17 1,3205 5.6
2000 26,753 125 977.2 5.8 3.7 547 37.8 2.0 1,524.2 5.7
2001 29,709 24.9 1,196.0 295 4.0 722 81.9 2.4 1,918.0 6.5
2002 32,335 35.9 1,437.3 55.6 4.4 914 130.2 2.8 2,351.3 7.3
2003 34,410 44.6 1,698.8 83.9 4.9 1,004 1529 29 2,702.8 7.9
2004 37,983 59.7 1,770.5 91.7 4.7 1,113 180.4 2.9 2,8835 7.6
2005 41,012 72.4 2,009.9 117.6 4.9 1,253 215.6 3.1 3,262.9 8.0
2006 46,704 96.3 2,057.9 1228 4.4 1,440 262.7 3.1 3,497.9 75
2007 56,520 137.6 2,419.8 162.0 4.3 1,688 325.2 3.0 4,107.8 7.3
2008 64,929 172.9 2,672.8 189.4 4.1 1,993 402.0 3.1 4,665.8 7.2

Source: NS, Main Macroeconomic | ndicators (1999-2008)

Special attention deserves the growth of household expenditures on healthcare. While
public expenditures on healthcare for 1999-2006 have increased by 189.4%, household
expenditures on healthcare have grown by 402% for the same period. These include
medicines, customer fees, access to specialized outpatient medical care, tests and
physician's and surgery team selection in hospitals, i.e. all revenues indicated by
healthcare establishments and pharmacies in their annual tax returns,

According to NSI*® data, medicines and consumables account for 71.7% of household
expenditures, outpatient care services — for 16.2% and hospital care services — for 12%.
These figures indicate clearly that healthcare price is rising and its burden is shifted to
payments from individuals instead of towards public solidarity expenditures. Another
finding worth noting is that the sum of public and household healthcare expenditures is
over 7.0% of GDP, thus reducing the gap between Bulgaria and European countries in
view of healthcare expenditures as a GDP percentage (see Tables 18 and 19).

39 “Main Macroeconomic Indicators’, NSI annual issue, “Final Household Expenditures’.
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Table 19 shows the ratio of public healthcare expenditures to total healthcare
expenditures in some European countries. Data about Bulgaria do not contain
information about the size of household expenditures for purchasing “expensive
consumable” — these are explicitly excluded by NHIF from hospital treatment clinical
pathways. Patients purchase such consumables directly from supplying companies. That
iswhy such expenses are not reported by formal statistics as expenditures on healthcare.

Table 19

Healthcare expendituresin some European countriesand EU in 2005

COUNTRIES Relative Public Health insurance Expenditures
share of GDP | expendituresas | contribution rate (% per capita
% of total of the insurance
healthcare income)
expenditures
EU 8% 73% 8-12% 1710 EUR
Germany 10.7 76.9 14 3250 USD
France 11.2 79.9 13 3314 USD
The Netherlands 9.2 64.9 1000 EUR + 6.5 3560 USD
Czech Republic 7.1 88.6 13.5 1445 USD
Hungary 7.8 70.8 14.5 1329 USD
Poland 6.2 69.3 9 843 USD
Romania 5.5 70.3 14 507 USD
Bulgaria 7.7 60.6 6 734 USD

Source: World Health Satistics, 2008, World Health Organization

On average, EU public expenditures are 73% of the total healthcare expenditures while in
Bulgaria this indicator is 60.6%. In fact this leads to a deformation of health insurance
solidarity model.

The immediate conclusion derived is that the social model of health insurance is
obstructed in Bulgaria and citizens are burdened with higher medical care payments.

Issues and challenges faced by health insurance in Bulgaria having a direct bearing
to system financing, participation and fairness

health insurance contributions — collection rate

The issue of “health insurance contributions” may quite justifiably be named the problem
of utmost importance in the years following health insurance system introduction. Thisis
substantiated by two reasons:

- strong impact on NHIF budget and in particular on its revenue portion, which further
affects the options to cover for expenditures on health insurance settlements. As it is well
known, medical services scope (by volume and type), medicines for home treatment of
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health-insured individuals and size of such settlements to medical care providers depend
on them;
- magnitude of social impact, as far as the entire country population is affected by such a
problem.

Theory and practice of health insurance have come to show that the crucial activity in
setting up a health insurance system is the correct identification of health-insured
individuals, health insurance contribution rate and mechanisms put in place to monitor
and regulate contribution collection. No less significant is also the need to establish
correctly the health insurance status of individuals and update it on monthly basis.
Without the support of an integrated information system to control and verify the
information on-line, the above activities are rendered futile, as have been the case with
the domestic health insurance system for many years now.

Until 2003 both institutions — NHIF and NSSI — fundamental to health insurance, worked
independently from each other. No information exchange on individuals subject to health
insurance and users of health services took place. The criterion defining participation in
the health insurance system had been selection and enlisting (registration) with general
practitioners instead of health insurance contribution payments. Thisin fact isin violation
to HIL (Article 34, para 3, item 4). Long-term absence of a NHIF integrated information
system (by December 2008) predetermined the outcomes of any control operation
including control of health insurance status. What happened in fact was that for five years
medical care and home treatment medicines for the entire population had been covered
by revenues collected from health insurance contributions paid by slightly more than half
of the population.

It was not before the fourth year of NHIF existence that this problem had been detected.
In 2002 a target inspection conducted by NHIF revealed that out of 4,238 thousand
individuals receiving expensive medicines covered by the Fund, some 10% had no health
insurance and about 8% could not be located in NSSI registers.

As a result of this inspection, the obstacles faced® in both establishing health-insured
individuals status and administering the process of improving revenue collection rate, all
these at the background of crucial social importance of the problem and its key role in
securing health reform success and financial support, the relevant ingtitutions have
initiated a series of measures targeting the following:

- improve effectiveness of interaction among NHIF, NSSI and General Tax
Administration to raise collection rates of social security and tax liabilities, in particular
regarding information and data exchange, implementation of joint initiatives and
recommendations on legal measures,

- design practical measures to receive on monthly basis updated information about
health insurance contributions of all categories of health-insured individuals in line with
Article 40 of the Health Insurance Law. This is a serious issue in view of the rights
arising for health-insured individuals to use health services;

“0 |ndicated in the Report on 2002NHIF Budget.
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- define rights and obligations of health-insured individuals with respect to
mandatory health insurance and announce them in public;

- introduce more frequent inspections to control non-compliant contributors;

- devise reliable forecasting models for NHIF budget revenue parameters in order
to overcome expected negative trends and develop alternative options to tackle them.

The National Health Insurance Fund and the National Social Security Institute signed a
Memorandum of Joint Operations™ (17 April 2003) entailing the main areas of joint
actions, including cooperation between regional branches, namely, NSSI Regional
Offices and NHIF Regional Offices.

Since mid-2003, NHIF has started sending to NSSI lists of individuals, registered with
GPs <0 that reliable information on health-insured individuals' status could be collected.
NSSI has created a Register of Insured Individuals, following verification of health
insurance status of every single citizen. The reports issued by this Register are submitted
to NHIF on monthly basis. On its part NHIF furthers them on to GPs. This makes it
possible for any GP to have available monthly-based information about individuals
registered with him/her who have paid their health insurance contributions, i.e. whether
these individuals are eligible for medical care and/or referral to a medical expert and
treatment in specialized outpatient care units and/or referral to a hospital and/or receive
medicines for home treatment, paid in part or in full by the Fund.

Measures to establish health insurance status of the population and exchange information
among institutions reveal some, if not surprising, at least quite disturbing details. As of
December 2003, NSSI data showed that:
Relative share of GP-registered health-insured individuals with obstructed
insurance rights was 31.7% or 2.4 million people; 26.9% of them missed
payments of one or more contributions (suspended health insurance rights), while
4.7% were missing from NSS| Register;
Almost al individuals with a obstructed health insurance status — 31.5% —
belonged to the group of people in active employment age;
16.8% of GPs working under a contract with NHIF had obstructed health
insurance rights.

In fact, NHIF had performed settlements for every single above-mentioned individual,
i.e. on the one hand, general practitioners had been paid for the entire period of their
registrations, and on the other, use of specialized medical and diagnostic, and hospital
care after GP referral as well as home treatment medicines, had also been paid. Thiswas
a striking violation of the insurance principle (right to use services have only the persons
who have paid or on whose behalf health insurance contributions have been paid) and
evidence to poor management of healthcare public funds.

*I In reation to NSSI obligations, ensuing from the Health Insurance Law and the Mandatory Social
Security Code, to collect health insurance contributions, to perform control over NHIF revenues and to
provide information about health-insured individua s and amount of contributions collected from them.
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The outcome of these measures was denial to render medical care and medicines for
home treatment paid in part or in full by NHIF to individuals with obstructed health
insurance rights. Settlements to general practitioners treating such patients had also been
stopped. Hospitals started verifying with NSSI the status of any newly admitted patient
and warned those with obstructed health rights that treatment had to be paid.

Successive Health I nsurance Law amendments introduced in 2003 and 2004 provided for
deferred payments of mandatory health insurance liabilities. Under the new provisions
citizens staying abroad for more than 183 days within a year are granted an exemption
after lodging an application with the National Revenue Agency. From December 2004,
health insurance status is defined on the basis of contributions made within the last 15
months. In case 3 or more monthly payments are missed and/or there are liabilities for
previous periods, the person is considered to be with suspended health insurance rights,
as stipulated in Article 109 of HIL.

Data on health insurance status of the population in the last years is commented in
Section “Citizens with obstructed health insurance status’.

The question of how has NHIF budget revenue portion been planned in the previous five
years still remains unanswered since fundamental revenue planning indicators such as
number of population, average gross monthly salary and legal obligations of insurers and
insured individuals have been well known. In fact it turns out that budget revenues have
been planned on the grounds of collection rate of health insurance contributions from
glightly more than half of those liable to health insurance in the previous year.
Contribution collection rates have not been an issue until 2002 and inclusion of hospital
care in health insurance system has been withheld because of resources shortage. This has
been happening at the background of hundreds of million BGN of health insurance
contributions money being deposited with BNB and half of the population not
participating in health insurance system financing.

Also, no logical explanation can be given as to why ten years after setting up the health
insurance system there is no operational health insurance information system. The
responsibility does not lay on health insurance administration only. It extends also to
governments that have been in power during this period. Having no information system
to provide on-line details about health insurance status of health-insured individuals and
to support control over expenditures and activities of medical care providers, in fact
deprives the health system of input and output control options as well as of objective
criteriato plan systematically and make adequate management decisions.

Such an information system has been implemented since the beginning of 2009. It is
expected to support objectivity and monitoring of health insurance status of any
individual liable to mandatory health insurance, including people that have stayed abroad
long and on-line follow-ups of resource movements associated with a patient. System
functionalities should help diminish abuse of public funds on the part of medical care
providers and support improvement of control efficiency on the part of NHIF.
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Hedlth insurance settlements made in the course of the first five years to cover
expenditures for all citizens that have selected and enrolled with a general practitioner, in
fact represents a legally unregulated practice of participating in the health insurance
system without complying with the requirement of paying health insurance contributions.
At the same time health insurance system has been deprived of about half of its legally
liable resources due to non-payment and non-collection of health insurance contributions.
Since 2003 the system has generated deficit covered by the funds deposited with BNB.
Hospital care has been included in the health insurance system a year after system
initiation and clinical pathways list has been enlarging annually.

All this speaks about poor health insurance management by NHIF and by the Ministry of
Health and Ministry of Finance, as participants in this management. The other
participants in mandatory health insurance resource management, namely the trade
unions, employers and municipalities, cannot find any excuse for having an infirm
position regarding system issues.

Despite measures undertaken to coordinate institutions’ operations during the years some
problems remain unresolved thus generating unfairness. persons with good earnings
continue to refrain from paying health insurance contributions without being sanctioned
for such non-compliance; the State continues to be a non-equity participant in the
insurance system, particularly in its capacity of an employer; health insurance
contribution rate is rising; the system continues to be underfinanced while surplus
planned is exceeding 700 million BGN.

A trend of increasein hospitalizations

Health insurance model of health system financing contains the notion of investing
resources in primary medical care development (promotion, prophylactics and early
diagnostics of diseases) in order to achieve a reasonable limitation of access to upper
system levels, mainly hospital care since it spends substantial amounts of public funds
and covers only the tip of the iceberg of wide-spread socially significant diseases. Since
health insurance system initiation the locally observed tend has been right the opposite —
annual increase in hospitalizations (Table 20).

Table 20
HOSPITALIZED CASES (released and deceased)
Years Number of cases Per 100 000 of the population
2000 1181097 14 456,2
2001 1185927 14 986,5
2002 1 256 557 15 968,6
2003 1333698 17 047,2
2004 1473631 18 938,4
2005 1614313 20 857,0
2006 1 653 264 21 4737

Source: Healthcare. Satistical Reference Books 2000-2006, National Centre of Health Information, Sofia
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These figures deserve specia attention and analysis to find an answer to the question
whether these hospitalizations have been real or it is an issue of transferring one and the
same patient from one clinical pathway to another within a single hospitalization.

Such an analysis is possible only by using a fully developed NHIF information system.
NHIF control system has the obligation to identify and sanction false reporting of
hospital services, i.e. services not actually rendered.

After removing such infringements, the following questions have to be answered:

- Why outpatient care cannot cope with such cases and generates hospitalizations

increase? Is it because of incompetence or because the same physicians work on
both outpatient care and hospital care?
Is it possible that clinical pathways as a hospital care financing tool induce more
hospitalizations because they do not account for combined pathology in a patient
thus imposing the need for him/her to stay in hospital longer than average and
respectively, require more funds for treatment? In such cases physicians transfer
patients from one clinical pathway to another in the course of a single
hospitalization in order to secure adequate financing of its duration.

On 03 June 2008 James Sarcone of Sanigest Europe published an analysis, following his
work on a Project entitled “Directing Outpatients to Hospital Care: Opportunities to
Improve Practices’ funded by a Japanese Government grant through the World Bank,
which deserves special attention. Project team conclusions have been made public and so
far this has been the only reliable survey of hospitalization increase in the country. The
analysis claims that “Hospital care expenses have been raised by a nominal of 610%,
respectively, by 390% after 2000 — 2007 inflation adjustment, which is 8 times more than
GDP growth. About 20% of expenses growth is incurred by changes in either price or
volume of existing clinical pathways and about 75% of expenses are linked to the newly
introduced clinical pathways. Concentration of clinical pathway expenditures is very
high. For 2007, 27 clinical pathways have been responsible for 50% of the expenditures
while 82 clinical pathways have accounted for 80% of NHIF total hospital expenses.”

The Project Report elucidates the key reasons for hospitalizations increase: , limited GP
capacity; lack of trust in primary medical care; hospital induced hospitalizations; repeated
hospitalizations and inter-hospital transfers; regardless of expenditure growth, quality of
services has not improved; clinical pathways is a excellent tool to control quality... but it
is not a factor in promoting added value; there is a large variability in clinical pathway
actual value and its price; settlement system allows for high stratification among various
care provider levels, each level being highly interested in maximizing its own profit
rather than controlling patient’s integral needs at the lowest possible expenses; large
number of patients receive more care than the particular case requires; alarge number of
cases are treated in hospitals while they could easily be handled by a more precise and
efficient primary medical care. For instance, bronchopneumonia...”.

Several months elapsed since this report has been announced publicly but competent
authorities have not reacted yet in view of the measures which, if not undertaken, may
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jeopardize both health insurance system financial stability and achieving quality
improvement of health services provided to the population.

Limitsto system access lead to delay in diagnostic and treatment process

Parallel to signs of increased hospitalization tendency, which is counter to the model and
principles adopted, the system constantly sends warnings about a limited access to
“specialized care”. Instead of reasonably restricting access to top healthcare levels, it is
the “standard” guaranteed access to the system that is restricted, as evidenced by practice.
On itsturn, it obstructs health-insured individuals' rights.

Mandatory health insurance system secures free access of health-insured individuals to
primary medical care and limited access to specialized outpatient care, medical and
diagnostic health services, highly specialized health services and dental care. There is a
two-layer limitation regarding the latter, set forth in the National Framework Contract®.
The GP-level refers to limited access to specialized medical care and diagnostic tests,
while at medical experts level it is about limited referrals to other medical experts, tests
and highly specialized services.

GPs face a constant problem with the limit defined, namely they fall short of referral slip
for specialized medical care and diagnostic tests. This causes delays in diagnostic and
treatment process and/or forces health-insured individuals to pay directly to healthcare
establishments to get access to specialized outpatient care and tests. NHIF control system
is incapable of proving whether outpatient care physicians report unperformed services
and fictitious use of referral slips

Identified limits cause also non-compliance with the requirements of the Dispensary
Regulation for monitoring chronic patients. On its part, this deteriorates quality of
chronic disease control. Moreover, it shows that there is no correspondence between
Ministry of Health legal requirements and their reflection in NHIF financial plans for
services coverage.

This attempt to restrict access to specialized outpatient medical care, and to medical and
diagnostic tests via regulatory standards in fact does not reflect the actual needs of such
medical care. It only accounts for the number of patients registered with GPs, the number
of referral for a previous period and the number of dispensary cases. This approach
makes it possible to alocate funds but it does not support risk management in a health
insurance system. A much larger set of statistical data are necessary, such a morbidity
rate among the population (assessed by number of patients requiring medical care). No
such data have been collected in the country for the past ten years. In addition, limits in
outpatient health services deprive complaint individuals from their legal rights to use the
healthcare system. It happens that such people might have a one-off need of health
services at a time when their GP has already run out of referral slips and the patient will
have to wait for the next month or pay for the specialized medical care and diagnostics.

42 National Framework Contract.
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The constrained patient

Hospital medical care is legally accessible to dl individuals with mandatory health
insurance. Patients have the freedom to pick healthcare establishment on country’s
territory as long as such an establishment has a contract with NHIF.

In the majority of cases restricted access to hospital care evolves from the fact that NHIF
does not cover for the so-called expensive consumables. Depending on the disease price
of such consumables may vary from couple of hundreds to several thousands BGN.
However, NHIF has not defined precisely what is meant by “expensive consumables’.
Thus, any hospital can have its own interpretation of the term. The patient is usually
directed to supplying companies. Sometimes this term is applied to common medicines
and consumables. This vicious way of supplying “expensive consumables’ to hospitals
creates an organizational chaos. On the one hand, there are the patient’s relatives sent on
a hunt for companies that can deliver the medicines and consumables prescribed. On the
other hand, it provides ample space for a subtle corruption because against a prescribed
medication, the supplying company pays a commission to the respective physician.

Hospitals have introduced yet another restriction by providing the patient with the so-
called option to “select a physician’s team” and the hospital charges for this service.
What happens in practice is that should a patient decline selecting, respectively, paying,
for a physician team, he/she falls in a waiting list and stays there until finally decides to
select ateam. Team selection prices vary in the range of couple of hundred BGN to two
thousand BGN, depending on the medical experts, the hospital and the pricelist approved
by hospital management. Thisis not alegally substantiated practice.

Most often selection takes place when a surgery has to be performed and entails
professionals in, for instance, gynaecology and obstetrics, urology, in orthopaedics, etc.
Therapists rarely impose similar treatment requirements to their patients. The better part
of money collected from such a selection is split among surgery team — the surgeon, the
anaesthesiologist and the surgery nurses. Post-surgery care is then taken on by other
personnel that have not received a share of money paid®. Thus, it is hardly possible to
put in place proper arrangements for the treatment and diagnostic process. Moreover, this
practice prompts patients separation into “mine” and “not mine”, which is unacceptable
from both moral and professional point of view. “Selection money” increases
participating physicians’ remuneration, though their salaries are usually high due to the
higher prices of clinical pathways under which they work. This adds to the remuneration
gap between physicians from various specialties and does not motivate those involved in
lower paid clinical pathways. It is for the Ministry of Health to take a firm position on
this deepening system defect, which places the patient in a situation of an impossible
choice. Purchasing consumables by hospital patients and physician’s team selection
constitute severe defects in hospital care arrangements, with a pronounced corruption

aspect.

“3 For data and comments on various aspects of informal payments for healthcare in Bulgaria, see Informal
payment in the healthcare system , Open Society Institute, 2008.
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Medical services quality asa factor of citizens level of insurance

Quality of medical services is complex by nature. From purely medical point of view
quality assurance is provided by complying with good medical practice rules, i.e
scientifically substantiated work standards to minimize wrong diagnosis risk or wrong
treatment risk.

From customer’ s perspective, medical services quality includes also elements that are not
necessarily of primary importance to the physician. These may be access level, waiting
time, feedback, comprehensive information about patient’s condition, kind attitude, etc.
In that sense physician’s compliance with good medical practice rules proves to be an
insufficient guarantee of medical service quality from the stand point of a patient setting
his/hers subjective impression about the system as awhole.

Since introduction of health insurance model in Bulgaria, back in 2002, quality of
medical services has hardly improved, at least not as much as citizens expected. For
various reasons system implementation process has faced various forms of resistance on
the part of the population as well as on the part of medical care providers.

For one thing, the absence of a well developed solidarity attitude and understanding could
be attributed to the totalitarian years when the so-called Semashko model has brought
down to a minimum customer’s personal commitment to the health system, due to the
perception of medical services “for free” and an access granted theoretically to all system
levels.

On the other hand, a significant proportion of professionals have failed to comprehend
that the new system is linked to their personal professional behaviour and ethics.
Through the years examples of “draining out” NHIF have come to prove it, becoming
more in number and more creative.

To complement the abovementioned, a broadening trend to bind good medical practice
solely to payments instead of professional principles has created tension between
physician and patient. Cases where good practice is not applied and cannot be an excuse
for eventual payments made, transforms this tension into open enmity and desperation on
the part of the customer.

All aspects discussed so far, have contributed to a progressive lowering of citizens
motivation to abide to the solidarity principle and participate in the system paying
regularly health insurance contributions. It could be said that natural solidarity of men
during this period (which in fact made it possible to implement the model) has been
severely compromised by the drawbacks described. And they are further deepening.
Therefore, introducing an even higher contribution rate would have, by presumption, an
adverse effect on motivation for solidarity participation.

Health insurance information reliability and quality

Data on personal physician selection deserve separate consideration. Reviewing NHIF
reports indicates that for certain years the number of citizens having selected personal
physician (reported as mandatory health-insured individuals) has been larger than
thefigurereported by NSI about country’s population number (Table 21).
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Table21

Total population and number of mandatory health-insur ed individuals submitted to
NHIF
vear NS offigal cata Number of health-insured
Pop individuals submitted to NHIF
number
2003 7,801,273 7,745,170
2004 7,761,049 7,783,382
2005 7,718,750 7,699,124
2006 7,679,290 7,662,552
2007 7,640,238 7,626,011
2008 7,626,750 7,615,032

Source: 1. NS Data for 2003-2007
2. NHIF Data for 2003-2008

It is hardly likely that all Bulgarian citizens have selected a personal physician since
official NHIF data indicate that about a million people are health-uninsured.

In addition, if reference is made to the health-uninsured individuals sociological survey in
Bulgaria from 2007, conducted by Open Society Institute, Sofia (published herein),
38.2% of urban health-uninsured persons have not selected their personal physician (or
about 378 547 people for 2007).

If the number of health-uninsured individualsis added to the number of mandatory
health-insured, the resulting figure will exceed eight millions, thus deviating
substantially from the official NSI data about country’s population.

Besides, it is not known whether there are individuals who pay regularly health-insurance
contributions but have not selected a personal physician.

Differences in figures about number of citizens having selected a personal physician and
number of population may be explained by duplications of patients at the very beginning
of system implementation.

Personal physician selection and change arrangements require improvement and
on-line control by NHIF and itsregional officesto avoid duplications.

The pattern in which expenditure are presented in NHIF reports does not allow drawing
conclusions about effectiveness of resources spent. This affects negatively system
management and control options. NHIF Annual Reports do not provide complete data on
activities performed by medical care providers:
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General practitioners receive their settlements on the basis of number of patients
enlisted; that is why they do not report for medical examinations made apart for
prophylactic and dispensary check-ups for which they receive additiona
remuneration.

From 1998 up to the present outpatient medical care is missing from the national
statistics. National statistics does not require outpatient care professionals to
submit data about their activity. The absence of an explicit legal provision and
poor management practice can account for that.

It is difficult to compare hospital care expenses for previous periods of time
regarding nosoligical™ units and classes of diseases because they are reported
under clinical pathways which makes them incomparable. The reason is that not
al clinical pathways are based on diagnoses but rather on activity algorithms
related to a diagnosis or even to a medical problem.

In the recent years, public discussion on healthcare has been focused mostly on financial
resources shortage. The health system itself does not put sufficient efforts to provide
irrefutable evidence and convince the public about the need of larger financial resources.
It is hard to do it since for ten years NHIF has failed to develop an integrated information
system, neither collects nor submits statistical data about types and volume of medical
activities, financed by public and personal resources.

The impression that remains is that healthcare only “receives’ resources without
providing either quality services or reliable information about resources spending. A
major advantage of other health insurance systems is that they have information available
to track financial flows under the “following the patient” pattern. For the domestic health
insurance system, half of the population has not been paying contributions for the first
five years of system existence but has used medical care. Now, ten years later, the
country does not have an integrated information system available to alow for correct
reporting of health services delivered by medical care providers and for stringent control
of expenditures.

Health insurance — main conclusions

Replacing tax with insurance model of financing healthcare has been a decision
motivated by negation of the old system rather than intentions to improve health system
efficiency. The way health insurance has been introduced, turned out to be reform
objective instead of reform means. This substitution of objectives has lead to an
overestimation of the financing model, entrusting it automatically with the task to resolve
all system and public health issues.

Financing model change has found both society and health system equally unprepared
about the outcomes. Patients expected to receive more and better quality health care.

“4 Nosol ogical unit —name of a disease (diagnosis).
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Physicians perceived the new financing tool as a panacea to both their financial problems
and healthcare financial challenges. Today model “efficiency” is measured by more
public resources invested in health services of unknown quantity and unsatisfactory
quality. Swapping tax with insurance financing model without preliminary preparation of
the health system and society has created new problems while the existing ones remain
unsolved.

This model enforced to arise rights of health insurance during the first years — personal
physician selection instead of paying health insurance contributions — does not
correspond to the fundamental principles of social security. In addition, the lack of
information system to reflect insurance status of every Bulgarian citizen in a dynamic
manner makes it impossible to determine the size of accumulated liabilities to NHIF
through the years.

Expenditure growth rates in healthcare overtake GDP growth rates. This shows that
society cannot spare many more resources on healthcare, so the issue of efficient resource
spending gains an even higher importance.

Healthcare price has risen during the years. The financial burden has been shifted
towards households instead of public funds as is the case in developed countries. An
overall revision of both health insurance model and tax formula is needed in order to
increase the amount of public funds allocated to healthcare and limit individual payment
rates.

Pricing of basic medical services package under mandatory health insurance is not
based on actuarial valuation of risk levels. While type and volume of medical activities
are used in health insurance risk assessment, national statistics does not compile data on
NHIF financed activities or uses some seriously misrepresented information. Mandatory
health insurance in fact does not manage funds but distributes them in accordance with
the basic health service package topics approved by Parliament. Such a disparity with
health insurance philosophy does not permit drawing conclusions about resources
required to secure basic health services package.

Selected methods to limit expenses for outpatient care under mandatory health insurance
do no reflect actual medical care needs of the population and restrict access to that
particular healthcare level. Such restrictions in outpatient care lead to increased demand
of direct hospital access, which is one of the reasons for increased number of
hospitalizations. Thus, the measures designed to limit expenses on specialized outpatient
care and diagnostics become a stimulus to increase expenses on the most expensive
medical care — hospitals.

Restricting patients access to medical experts in outpatient care by implementing NHIF-
defined regulatory standards which practically obstruct access to medical experts,
together with issues like medical services low quality, corruption payments to use
healthcare and poor attitude to patients combine into a set of factors, al affecting
motivation to participate in the health insurance system.
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Clinical pathways, in the way NHIF applies them, are not a reliable financing
method for hospital care and cannot be a criterion used to determine salaries.
Furthermore, their prices are highly distorted, thus producing unsubstantiated
hospitalizations under high-paid clinical pathways and untrue statistical data about
hospital treated diseases, and most of all leading to inefficient public funds spending.

For health-uninsured individuals identifying themselves as being of high income (data
from the sociological survey), knowing whether they have paid their tax dues is
irrelevant. Obviously, the country suffers from severe tax-collection problem (health
insurance is an indirect tax) since it is possible high-income individuals to be non-
compliant with respect to mandatory health insurance. NRA has at its disposal name-lists
of all health-uninsured persons and it should develop capacity to collect health insurance
contributions from all persons with an income. Moreover, there are no legal grounds for
sanctioning such cases. The Health Insurance Law makes provisions on sanctioning an
employer who fails to pay health insurance contributions, the fine being from 1000 to
2000 BGN and from 2000 to 4000 BGN upon a repeated violation. For self-insured
individuals the fine ranges from 50 to 100 BGN and from 100 to 300 BGN upon a
repeated violation.

Health reforms in developed countries use a single key word which is “patient”.
Unfortunately, public interest in Bulgarian health reform has been switched to a number
of “instrumental” words such as “models’, “market”, “marketing”, “structural reform”,
etc. Inevitably, this approach has resulted in a crisis of healthcare access which renders
pointless any reform. Unregulated payments in the health system, studied in a number of
sociological surveys, added to public healthcare expenditures, have set a European
budget of Bulgarian healthcare, with a tiny difference thought — the better portion of this
budget does not enter the health system to modernize and develop it. Today domestic
healthcare is based less on solidarity and is less fair, and is more difficult to access
compared to the circumstances before reform initiation. The mixed model applied in
system financing is hardly the core problem; it is rather the manner in which the reform
in being implemented. Reform expectations have been overwhelming. To further
complicate the situation there has been no will to analyse and provide solutions to other
healthcare problems beyond the financial one, entailing issues such as structure,
organization and management at macro- and micro-levels.

Comparing Bulgarian healthcare policy with Council of EU conclusions for 2006 and
with healthcare system development trends in West Europeans countries makes it clear
that a question has to be asked: how close does the health reform bring Bulgaria to the
healthcare model in the “states of prosperity” or does it follow the global market dictate?
The answer to this question is a serious challenge to politicians. Even though the debate
“for” and “against” developing a common European health services regulation is yet to
be completed, it is quite clear that Europe will never retreat from its common values in
healthcare systems development.
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Discussing and resolving only health insurance system issues without attending to the
numerous problems in healthcare would not contribute to improving healthcare
efficiency. As an EU member-state, Bulgaria has the obligation to comply with European
healthcare standards otherwise the domestic healthcare system remains outside Europe.
This issue requires a political consensus. It also needs efforts to overcome corporate
interests attempting to “reform” the system in a manner contradictory to the European
development trend.
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V. ACCESSTO HEATHCARE OF HEALTH-UNINSURED INIDIVIDUALS

So far this report has given a brief reflection of the heath insurance system basics and its
operational financial aspects, as well as of the level of securing health-insured
individuals' interests.

Even though mandatory, health insurance leaves outside its scope a population portion,
which according to NHIF data for 2007 encompasses about one million people.

This chapter deals with official data available about health-uninsured individuals and
presents areview of social policies undertaken by the State to support them.

Health insurance status of non-compliant citizens

In view of NHIF complex measures described above in relation to exploring issues of
health insurance contributions collection, along with a wide range of raising awareness
events and the new option to deliver medical care to individuals with an obstructed health
insurance status, and also as aresult of the abovementioned legal amendments since 2004
up to the present (November 2008), a dight downturn in the total number of health-
uninsured persons is observed.

By 2007 a*“critical” figure of about 1 000 000 health-uninsured persons has been reached
and further on maintained constant. Table 22 reflects the dynamics of health-uninsured
individuals' number by the end of 2008.

Table 22
Health insurance status of the population
2003

Year (September) 2004 2005 2006 2007 2008

Indicator Number % Number % Number % Number % Number % Number %
Submitted
Mandatory health- | 7,745,170 7,783,382 7,699,124 7,662,552 7,626,011 7,615,032
insured individuals
Total health-
uninsured 2,452,445 | 31.7 | 2,280,316 | 29.3 | 1,094,072 | 14.2 1,043,305 | 13.6 990,961 | 13.0 965,023 | 12.7
individuals, incl.:
Suspended rights 2,086,265 | 26.9 | 1,976,802 | 25.4 936,946 | 12.2 926,269 | 12.1 897,743 | 11.8 884,646 | 11.€
Not identified in
NSS Personal 366,180 47 303,514 3.9 157,126 2.0 117,036 15 93,218 12 80,377 | 1.1
Register*
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Uninsured in
activeemployment | 2,442,356 | 31.5 | 2,270,018 | 29.2 | 1,089,193 | 14.1 1,033,398 | 135 960,469 | 12.6 959,809
age, incl.:
Suspended rights 2,080,283 | 26.9 | 1,970,323 | 25.3 933,568 | 12.1 917,796 | 12.0 868,700 | 11.4 880,996
mgdsg: fiedin 362,073 47 299,695 3.9 155,625 2.0 115,602 15 91,769 12 78,813

Note: * PR— Personal Registers
Sources: NHIF data (2003-2008)

NSSI data give reason to split the health-uninsured group of individuals into sub-groups,
namely:

U Farmerswith low income;

U Self-insured individuals;

U University students, both in Bulgaria and abroad;
U

Employees hired without an employment contract and thus no social security and
health insurance contributions are paid;

c:

Bulgarian citizens absent from the country for along time;

c:

Imprisoned persons whose health insurance contributions are covered by the State
Budget but because of unsettled dues for previous periods, they are considered non-
compliant.

Last amendments of Health Insurance Law adopted in 2008 which exonerate Bulgarian
citizens residing abroad from their health insurance liabilities, the number of health-
uninsured individuals has been expected to drop. However, recent data indicate to the
contrary.

The obvious reduction in the number of people remaining outside the health insurance
system should not be the reason to withdraw attention from the causes making persons
non-compliant or to refrain from undertaking proper approaches to include such people
into the system or to consider providing accessible and quality medical care to those with
temporarily suspended health insurance right.

Analysis of population health insurance status, performed by NHIF (2002-2003) while
making an attempt to coordinate government institutions actions in order to improve
collection of health-insurance contributions, gives an outline of the main causes for
obstructed health insurance rights and failure to comply with the obligation to pay health
insurance contributions since system initiation to present times. Though causes may
intersect and form various combinations depending on time-period and specific cases, the
following may be identified:
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1. Unstable economic condition of companies and enterprises, generating high
unemployment rate.

2. Non-compliance with social security and health insurance obligations on the part
of employers and institutions — non-payment of remunerations and respectively,
of security/insurance dues.

3. Failure to lodge with NSSI the relevant declaration forms about individuals for
whom insurance (both social security and health insurance) is paid.

4.  Option to insure family members, uninsured under different provisions is no
longer available.

5.  Incompleteness and errors in NRA/NSSI and NHIF information systems, absence
of an identification document (card) certifying health-insurance status (the
synchronisation mechanism between NHIF and NRA is still in progress).

6.  Payment of health insurance contributions on monthly basis is difficult for people
with irregular or seasonal income.

7. Complicated bureaucratic procedures to clarify employer’'s and employee’'s
liabilities for the same time periods.

Poor health insurance awareness culture among the population.

9. Marginalized population groups; the majority of their members do not have a
permanent address.

10. Large number of Bulgarian citizen residing abroad and unaware of their
obligations pursuant to the Health Insurance Law.

11. Social Aid System weaknesses in view of supporting low- or irregular-income
individuals.

Social protection system for disadvantaged personsregarding their health insurance

Three are the principle measures implemented by the Government to provide for social
protection to disadvantaged people regarding access to healthcare. These are: covering for
their health insurance contributions, granting a target benefit for hospital medical care and
obstetric benefit to health-uninsured women.

As of 1 January 2003, pursuant to amendments of the Health Insurance Law, the Social
Aid Agency through its regional branches (Social Aid Directorates) transfers amounts to
cover for the health insurance of socially disadvantaged persons with suspended or no
health insurance rights.

Pursuant to Article 40, para 3, items 5 and 9 of the Health Insurance Law, individuals who
are health insured on the account of the State Budget and are not covered under another
legal provision, are insured through Social Aid Directorates responsible for regions of
individuals' permanent residential address. These individuals should:
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Be eligible to receive monthly social benefits and target benefits for heating under
the order of the Social Support Law, in case they are not insured under another
provision and not accommodated in specialized institutions for social services,

Parents, adoptive parents or spouses, taking care of disabled individuals with 90%
loss of working capacity and requiring constant care.

Social Aid Directorates compile and submit to National Revenue Agency territorial
branches lists of: individuals receiving social benefits on monthly basis under Article 9 of
the Regulation on application of the Social Support Law, target benefits for heating, and
individuals accommodated in specialized institutions for social services who are not health
insured, and parents, adoptive parents or spouses who take constant care of persons with
over 90% loss of working capacity.

Social Aid Agency data (Table 23) collected through its Social Aid Directorates indicate
that for 2008 the average monthly number of health-insured individuals was 86 108 and the
amount of money paid for them is 7 434 894 BGN. The respective figures for 2007 are 133
250 and 10 369 580 BGN.

Compared to 2007 the average monthly number of health-insured individuals through the
Social Aid Directorate channel has dropped by 47 142, which is a decrease of 35.3%. It is
the Agency view that this decrease can be attributed to changes in employment status of
individuals in employment age.

The right to receive target benefits to cover for hospital medical care — diagnostics
and treatment in a medical establishment (Decree of the Council of Ministers Nel7,
dated 31.01.2007) — is granted to Bulgarian citizens who meet al of the following
requirements:

- do not have health insurance under the terms and in the order of the Health Insurance
Law;

- do not have income;

- do not have receivables, saving accounts, share participation and bonds totaly
amounting to over 500 BGN;

- do not own movable and immoveable property which may generate income, except
objects to serve individual common needs;

- do not have a contract concluded to provide property against an allowance commitment
and/or care;

- have not transferred ownership on a housing and/or villa property and/or ideal parts of
such property against payments in the past five years,

- have not transferred ownership over housing or villa property and/or ideal part of such
property in the past five years under a contract for donation;

- have not travelled abroad at their expense in the last 12 months, except for the purpose
of disease treatment.
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Table 23

Health insurance and target benefitsto individuals with suspended health insurancerights granted
by the Social Aid Agency

Indicator Health Insurance Target benefltgto |nd|V|dL_1aISW|th no
health insuranceright
Y ear Aver age monthly number Amount Number Amount
2005 195 640 15286 724
2006 165 228 13 083 986 2245 879 060
2007 133 250 10 369 580 1359 590 916
2008 86 108 7 434 894 421 217 949

Source:  Social Aid Agency

For 2008, the Social Aid Agency has been granted 5 million BGN to spend on target
benefits for diagnostics and treatment in hospital care medical establishments of Bulgarian
citizen who have no income and/or personal property which may allow them to participate
in the health insurance process (Decree of the Council of Ministers Ne17/31.01.2007).

For 2008, atotal of 692 applications for target benefits were received through Social Aid
Directorates al across the country. Money for medical treatment purposes were granted to
421 individuals. Healthcare establishments received 217 949 BGN for the services
delivered. Target benefits were denied to 271 individuals (39.1%).

For 2007, the Social Aid Agency allocated 5 million BGN out of its budget for hospital
care settlements. Total application number received was 2171 and 1359 of them were
approved. For hospital care some 590 916 BGN were paid. Target benefits were denied to
812 individuals, which was 37.4% of the total number of applications for target benefits
under Decree of the Council of Ministers Ne17/31.01.2007.

For 2006 the Social Aid Agency was allocated 5 million BGN, pursuant to Article 91 of
the State Budget Law of Republic of Bulgaria. Terms and order of granting such funds
were stipulated in Decree of the Council of Ministers Ne13/30.01.2006. Following this
Decree, some 4498 applications were received and 2245 (49.9%) were granted. Hospital
care establishments were paid 879 060 BGN for the medical services delivered. Target
benefits were granted to 2253 persons (50%).

Significant reduction in 2008 target benefits can be explained by changes in some
regulatory provisions, namely Regulation Ne26/14.06.2007 of the Ministry of Health
stipulating that obstetric services to health-uninsured women were to be covered by the
State Budget, starting 1 January 2007.

Analysing applications lodged for target benefits under Decree of the Council of Ministers

Ne17/31.01.2007, individuals with suspended health insurance rights may be grouped
under the following categories:
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- Persons who are not dligible, are not subject of social aid and are not health
insured on the account of the State Budget under the order of Article 40, para 2, items 5
and 9 of the Health Insurance Law.

- Persons who have been in the social aid system for some months but due to
failure to pay their health insurance contributions for a previous period are not eligible for
free-of-charge medical care.

- Persons who regardless of gaining income (from rents, seasonal work, work in
agriculture, stock-breeding, etc.) do not pay health insurance contributions.

No funds are granted to the abovementioned categories under the aforesaid Decree.

Main reasons to deny an application are:

- inthe past 12 months the individuals have travelled abroad at their account;
- income available;

- property sold in the past 5 years.

Obstetrics care to health-uninsured women is provided under Regulation
Ne26/14.06.2007 of the Ministry of Health. Medical services scope encompasses clinical
pathway Nel141” Child delivery, regardless of pregnancy term, foetus check-up and way of
child delivery permits’. This regulation came into force on 1 January 2007 and clinical
pathway services provided to health-uninsured women have been financed by the State
Budget through NHIF ever since. There are no regulatory provisions to cover for
observations during pregnancy period.

The analysis of data presented indicates that more than half of target benefits applications
refer to hospital care payments under the child delivery clinical pathway.

It isalso apparent that social protection system for disadvantaged personsin view of
their health insurance in the three aspects it applies to, does not cover for the
medical care needs of these groups.

Sociological survey data published herein® show that 57.7% of health-uninsured
individual identify unemployment as the main reason for their non-compliant health
insurance status, another 12.9% point to financial difficulties. These people do not cover
the criteria for monthly social benefits and target benefits for heating, so that they can not
be covered by the State Budget.

This group of people may rely on falling within the application scope of two social aid
options, namely: Decree of the Council of Ministers Ne17/31.01.2007 under which target
benefits to cover for medical care can be secured, or Regulation Ne26/14.06.2007 of the
Ministry of Health to cover for obstetric services of health-uninsured women. Health-
uninsured individuals may claim benefits under Decree Nel7 if they meet the
requirements stipulated in the Decree. Applying those criteria, in 2006 some 50% of the
applications for hospital treatment target benefits have been granted. For 2007 and 2008,
this figure is 37.4% and 39.1%, respectively.

45 See “Health-uninsured: Profile and Reasons
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This means that such people are deprived of hospital care in case they suffer from
severe diseases. Health-uninsured individuals belonging to unemployed and facing
financial difficulties groups, in fact are deprived of access to any outpatient medical
care level, except for emergency care.

Social protection system for disadvantaged persons should be developed in compliance
with the provisions of the Constitution, which establishes health insurance to be a right,
not an obligation of Bulgarian citizens. That is why for the health insurance of these
people, the social and target benefits set of criteria (respectively on monthly basis and for
heating) are not applicable under the order of the Health Insurance Law.

The health insurance issue of socially weak individuals is an obligation of the State and it
is for the State to find an adequate solution to the issue. Instead of paying social benefits
upon request when medical care is in eminent need, it should be a health insurance that
coverstherisk of adisease. A separate health insurance system needs to be developed for
such individuals. It has to reflect the true condition of income that may provide for
regular health insurance contribution payments. It should be equipped with flexible
mechanisms to include a socially weak individual promptly into the system in case he/she
is incapable of making the relevant payments. Any bureaucratic and sophisticated
procedure of health insurance system inclusion holds a risk of denying access to medical
care.

Agricultural workers who are not complying with legal health insurance provisions also
deserved special attention. This group has remained outside the scope of the sociological
survey outlined herein. Most probably, it involves individuals who have or may not have
any income. Diverse composition of farmers group requires application of special
mechanisms so that each individual’s social status may be clearly defined. An option to
make them pay health insurance contributions is to link such payments with the use of
subsidies from the State or other sources.

Disadvantaged persons protection system transforms emergency medical care into the
only accessible healthcare option for a good portion of this vulnerable group. Health
insurance system requires serious revision regarding such individuals, especially in view
of the Constitution provisions.
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VI.HEALTH INSURANCE SYSTEM, HEALTH-UNINSURED INDIVIDUALS
AND MACRO-DEVELOPMENTS

Political aspects of thereform

In the recent years there has been a clash between two groups: the medical professional
community which is constantly insisting on higher healthcare financing rates, and
government reformatory group which claims that no more funds can be provided without
further reforming healthcare system so that it improves efficiency. These different views
were in a way brought closer in 2008 when the governing coalition embarked on a
decision to initiate NHIF demonopolisation in parallel to rising health insurance
contribution rate by 2 percent points. The two objectives — more resources and system
reformation — were thus met.

However, Minister of Health replacement (in 2008) and disputes over health insurance
system operations after its demonopolisation delayed the reform. It fact the reform has
never been implemented. Health insurance contribution rate has increased for 2009, all
right. Following a supreme decision, the additional funds collected will be temporarily
kept in reserve and used upon reform re-initiation. Finally the first step has been taken
but it is hard to predict any continuation. It will depend on the 2009 newly elected
government policy.

It should be kept in mind that under such an uncertain economic environment and budget
problems, most probably the new government will have different priorities, not related to
the healthcare reform. Moreover, it will need the first 3-6 months to get to know the
country’s issues and would hardly embark on major reforms. In that sense, it is not be
feasible to expect healthcare reform initiation before 2010. Even then, strong pressure —
from the system itself, the patients and the civil sector — may be required in order to start
such areform.

BNB reserve

Because of healthcare reform delay and no regulation providing for transfers of the 2%
increase in health insurance contribution rate into private health funds, all the money
collected will remain in reserve. According to NHIF Budget Law for 2009, these funds
amount to 400 million BGN as a budget surplus.

There are two aspectsto consider here:
1. Macro-budget aspect

NHIF budget surplus is part of the total consolidated state budget surplus to be achieved
in 2009. If there has been a decision to spend NHIF surplus, then the other budget
expenditures would need to be reduced to achieve the surplus goal. That is to say that
even though at first glance it looks easy to take these funds from the reserve and use them
for healthcare, in fact this can only happen if other expenditures under the consolidated
state budget are reduced.

2. Crigis agpect
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NHIF surplus of 400 million BGN has been planned under the assumption that for 2009
economic growth rate would be 4.9%, inflation rate would be 5.4% and State Budget*®
revenues would grow respectively. As of end of March 2009, neither the economic
growth rate, nor inflation rate look feasible, i.e. NHIF budget surplus is, to a major
extent, “virtual”.

In view of the above, it would be difficult to supply additional funds to healthcare in
2009. Firstly, there would hardly be other public sectors ready to reduce expenditures,
and secondly, the planned revenues would hardly be reached. There will not be easy
decisions in 2009, right on the contrary.

The crissand the healthcar e budget

In recent years State Budget has been reporting over-achievement of revenues, and
respectively, substantial surplus gains. This has allowed NHIF and hospitals to be less
budget-minded because the government had resources to intervene with and by the end of
every year has been able to cover for additional expenditures surpassing the Parliament
approved amount. 1n 2009 the situation seems to be developing differently.

As aresult of the crisis, it looks like the Government will be not only short of resources
to cover for expenditures exceeding Parliament voted ones, but resources might turn out
to be insufficient to fit in the voted amounts. For that reason all budget expenditures have
been reduced. The same faith might strike healthcare expenditures as well. Probably
employment rates downturn, no income growth rates and eventual enlargement of grey
economy would lead to cut-offsin NHIF revenues. That isto say, that healthcare may not
receive the amount voted, let alone expect any additional funds.

In confirmation to this eventuality are the first 2009 data. Ministry of Finance official
information about NHIF January revenues indicate a growth of over 21%*’, which is way
below the percentage growth planned to be collected as a result of more than 50%
increase in health insurance rate. NHIF revenues of the first 2009 two months coincide
with the aforesaid®.

Inadequate budget discipline in health sector (in state and municipal healthcare
establishments, as well in the NHIF itself) together with the delayed reforms to improve
efficiency will have a boomerang effect on the healthcare system. Good economic years
have been lost for reform implementation which means that in time of crisis the impact
on the system will be even more adverse since problems mitigated thus far by additional
budget funds will eventually surface.

It would be good to see that problems faced in 2009 accelerate structural and institutional
reforms needed by the healthcare system or at least prompt some preparatory work. If yet

“6 Report on 2009 State Budget, Ministry of Finance, http:/minfin.ba/ba/page/348.

47 Monthly bulletin on budget implementation, January 2009”, Ministry of Finance,
http://minfin.ba/ba/page/389

#8100 million BGN less contributions to the National Health Insurance Fund for only 2 months’, Sega
Newspaper, 23 March 2008

http://www.segabg.com/online/new/arti clenew.asp?i ssuei d=34958i oni d=16&id=0000101
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again necessary measures are postponed, misbalances and deficits will pile-up which
poses a macro-risk, as well as service quality and system access risks.

Health-uninsured individuals and thecrisis

Number of health-uninsured has dropped down by 32 000 from mid- to end of 2008,
which is about 3% of their total number. An explanation may be the raised employment
rates and/or shrinking of grey economy resulting from rapid economic development and
tax reforms.

Table 24
Data on mandatory health-insured individuals - 2008
Ngmb;fa‘l’f Total number of heath-  Total number of mandatory
incividuals uninsured individuals ~ health-insured individuals
Month subject to
mandatory
health number % number %
insur ance
July 7 626 348 997 208 13.08% 6 629 140 86.92%
December 7 615 032 965 023 12.67% 6 650 009 87.33%
Source: NHIF

This trend is not likely to endure due to the negative crisis impact, though with some
“deferral” in time. Firstly, employment rate would hardly increase while unemployment
will boost. Secondly, decline in economic activities will stimulate concealing of income
so as to avoid taxation and social security/health insurance levy. Unemployed individuals
will be granted health insurance from the State but individuals concealing income will
avoid levy payments or the better part of them will pay some, based on a minimum
salary, to save costs.

A portion of health-uninsured living and working elsewhere, should not be considered
uninsured. It is simply that NHIF does not have information whether they reside in the
country or not (neither does NSI maintain such records). Even though they have been
exempt from health-insurance contribution payments, the majority of them do not submit
the relevant documents in order to take advantage of this legal exemption provision
(some might be illegal workers abroad).

NHIF records about Bulgarians that went abroad in 2008 and lodged a declaration with
NRA to be exempt from contribution payments, indicate that there is a significant
increase for 2008 even though only in the second half of the year about 9 000 thousand
Bulgarians emigrated (NSI latest updates). It is quite indicative that NHIF does not have
updated and compete datato work with.

Table 25
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Number of Bulgarian that lodged declar ations with NRA befor e tr avelling abr oad

Y ear Number
Asof 31.12.2007 43 737
Asof 31.12.2008 43 757

Source: NHIF data bases.

It is clear that the number of health-uninsured individuals is overestimated; however, it is
unknown how much this overestimation amounts to. And vice versa, should these
“travellers’ return back to the country, the number of health-uninsured persons will raise
but again statistics will not have a record of it.

It seems Ministry of Health and NHIF do not have an institutional interest to establish
why so many people remain health-uninsured and eventually implement measures to
attract them to the system. Probably they rely too much on the mandatory nature of health
insurance prompting everybody to be part of the system, which in fact does not happen.

In addition, NHIF budget is approved by Parliament and if needed it is supplemented by
the State Budget, i.e. NHIF budget is not entirely dependent on the number of health-
insured individuals but rather on political lobbying. For that reason NHIF does not invest
efforts in promoting health insurance™. On the contrary, the less the number of uninsured
individuals, the easier for NHIF to “fit in” the approved budget; this is not the only
“incentive” for NHIF making it refrain from encouraging health insurance; the less
health-insured individuals, the less expenditures on healthcare. It would be rewarding to
put some efforts in changing NHIF incentives and make it care more about not only
health-insured but also health-uninsured individuals, and most of all — understand why
are they not insured. Non-compliance with health insurance should be principle topic
analysed by the Ministry of Health being in charge of public health and of the National
Revenue Agency being in charge of revenues.

Furthermore, government institutions have very clear responsibilities in view of health-
uninsured individuals, in particular the poor and socially weak people (being the majority
of health-uninsured persons). Under deteriorating economic circumstances this
responsibility is even more important since grey economy is also shrinking as well as
transfers from abroad. ldentifying and directing policy towards health-uninsured
individuals gains a higher priority.

“9 Disagreement with the author’s view was expressed by Assoc. Prof. Delcheva; she noted that NHIF was
the initiator of all steps related to identifying health-uninsured individuals and influencing al relevant
authoritiesresponsible for contribution colletion in order to raise collection rate.
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