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1. Introduction 

This policy paper summarizes the methods and findings for estimating out-of-pocket health expenditures in the Kyrgyz Republic for 2000 and 2003 using nationally representative household surveys.  Previous estimates of out-of-pocket expenditures were presented in this same series in “Health expenditures, reforms and policy priorities for the Kyrgyz Republic” by Joseph Kutzin in March 2003.  The latest estimate was for the year 2001.  We update these estimates for 2003 as well as comment on the reliability of earlier estimates.  In addition, a major section of the paper aims to analyze the impact of the single-payer reforms and the co-payment on trends in health expenditures.  
The main findings of our analysis is as follows: 

· Total out-of-pocket health expenditures have been growing in Kyrgyzstan over the past 4 years at a rate faster than the growth in the per capita GDP of the country.  

· The most significant growth in out-of-pocket health expenditures originates from spending on pharmaceuticals.  Both the price and quantity effects are positive, people consume more drugs and drugs costs more money
· The growth in expenditures on outpatient care and inpatient care has been moderate.  In both cases, the increase in the price paid for the visit/hospitalization has been offset by a reduction in demand.        
· Growth in household spending per hospitalization has been the slowest in early single payer oblasts.  This points to the success of the reforms in limiting household outlays at the time of hospitalization.  
The rest of this note is structured as follows.  Section 2 describes the data sources.  Section 3 documents methodological issues so that the estimation can be replicated in the future with comparable results.  Section 4 presents the findings for trends in out-of-pocket expenditures and a full sequence of public private expenditures for 2000-2003.  Section 5 discusses the effect of the single payer reforms and co-payment policy. Section 6 concludes with the summary of our findings and policy implications.    

2. Data sources

The main data source for estimating out-of-pocket expenditures is the two nationally representative household surveys of the National Statistical Committee (NSC) conducted in March and 2001, and 2004.  The resulting OOPs are estimated for the years 2000 and 2003 respectively.      

Both household surveys are based on nationally representative random samples stratified at the oblast level and urban-rural area of residence.  The survey is not self-weighting and sampling weights have been used in the analysis to adjust for over-sampling of certain sparsely populated areas.  

The analysis presented in this paper is carried out using individual level data (i.e. not household).  The sample size of the 2001 survey is 12,901 individuals and the sample size of the 2003 survey is 18,690 individuals.  

3. Methodological issues
3.1. Aggregating spending for each household 

The Health Module of the Household Survey asks detailed questions about health care utilization and expenditure patterns both at the outpatient and inpatient levels.  Table 1 provides the list of questions used for calculation of out-of-pocket expenditures and their code in the questionnaire.  To estimate total spending for each household, we add up spending over each of these categories with some adjustments as described below.     
In both sections B and C, the survey first prompts respondents to recall whether they had any visits and hospitalization and the type and level of facility where visit/hospitalization occurred.  Then, the survey goes on to detailed questions on expenditures.  The questions ask about direct payments made to the doctor, for drugs, for medical supplies, and for food.  Additionally, we also ask respondents to calculate the value of in-kind payments to doctors such as gifts etc, as well as the value of food and medicines they received from family members and friends.  

Table 1 Expenditure items included in the estimates 

	Question code
	Expenditure type
	Coding in analysis 

	SECTION B. OUTPATIENT CARE
	

	
	
	

	b11
	Payment to health care personnel consulted
	Outpatient care

	b13 
	Gifts to physician consulted
	Outpatient care

	b16 
	Additional payment to other personnel 
	Outpatient care

	b17
	Gifts to other personnel
	Outpatient care

	b21
	Payment for medications prescribed
	Drugs

	b24
	Payment for medications not prescribed
	Drugs

	
	

	SECTION C. INPATIENT CARE
	

	
	
	

	C14
	Food
	Inpatient care

	c15
	Medicine
	Inpatient care

	c16
	Other medical supplies
	Inpatient care

	c17
	Official hospital charges (co-payment)
	Inpatient care

	c19
	Charges for lab tests
	Inpatient care

	c21_1; c21_2
	Physician (cash; in-kind)
	Inpatient care

	c23_1; c23_2
	Surgeon (cash; in-kind)
	Inpatient care

	c25_1; c25_2
	Pediatrician (cash; in-kind)
	Inpatient care

	c27_1; c27_2
	Gynecologist/obstetrician (cash; in-kind)
	Inpatient care

	c29_1; c29_2
	Anesthesiologist (cash; in-kind)
	Inpatient care

	c31_1; c31_2
	Ancillary staff (cash; in-kind)
	Inpatient care

	C33_1; c33_2
	Other staff
	Inpatient care


· Outpatient spending.  Questions about outpatient visits and related spending are asked in section B of the questionnaire.  Utilization and expenditures are asked with a 30-day recall period.  

· Inpatient spending.  Questions about inpatient care admissions and expenditures are asked in section C of the questionnaire.  Utilization and expenditures refer to a 12-month recall period.

3.2. Adjusting 30 day outpatient expenditures to annual level

The 30 day recall period reduces recall bias but requires an adjustment to annual basis taking into account seasonality of health care utilization patterns.  Using the month-to-month version of the KIHS, we determined that February is a higher use month relative to the rest of the year, and thus, annual estimates require a multiplier of 12*0.93.  We applied this multiplier to both the 2000 and 2003 data to obtain annual estimates from the 1 month data.   

3.3. Multiple visits and hospitalizations: lower and upper bound

Significant share of households reported multiple visits and hospitalizations within the recall period.  In the 2003 data, 45% of households who had an outpatient visit in the past month, had more than 1 visit (range 1-9).  Similarly, 14% of households that reported hospitalization reported more than 1 hospitalization episode.  

However, the survey does not ask expenditure questions separately for each visit and hospitalization, only for the last one.  It is difficult to assess whether the last visit/hospitalization is representative of the other visits/hospitalizations of the same person/household over the recall period regarding their out-of-pocket spending.  Since we do not have any solid assumptions to go by, we create an upper bound and a lower bound estimate of spending.  

· Lower-bound.  In the lower bound estimate, we treat expenditures for additional visits and hospitalizations at zero price.  In other words, we treat households with multiple visits/hospitalizations as if they had only 1 visit/hospitalization.  This is almost surely an under-estimate of the true household expenditure.  Note that previously circulated estimates of out-of-pocket spending in the Kyrgyz Republic (2000) that came to about US$6.00 per capita were based on this lower bound estimate.  This is mostly because of the 2000 data does not ask the question how many outpatient visits respondents had over the past month.  

· Upper-bound.  In the upper-bound estimate, we assume that households spent exactly the same amount for additional visits/hospitalizations as they did for the one they reported their spending for.  This could be an over-estimate of the true spending but in the absence of further information, it is not possible to tell to what extent.  The errors can go both ways and can also counterbalance each-other.  
Some methodological notes for estimating the upper-bound figure:

· In the 2003 data, we simply multiply the number of visits by the spending reported for one visit to obtain the upper bound estimate.  
· Since this information does not exist for the 2000 data, we use the proportion reported in the 2003 survey to estimate the marginal visits that we miss by not asking the question of how many visits the household had.  In 2003, for every first visit, there was an additional 0.3 visit.  Thus, we add a multiplier of 1.3 to the out-of-pocket expenditures in 2000. 

· For hospital visits, we multiply hospital spending by the reported number of hospitalizations for each household.  Interestingly, the 2000 survey did ask about the number of hospitalizations and thus we use identical methodologies in the two surveys.   
3.4. Estimating population totals and means 

We use the survey function of the “STATA” statistical software to estimate population level means and totals.  This function allows us to take into account the sampling design of the survey.  The survey is not self-weighting since some oblasts and sparsely populated rural areas (e.g. rural Naryn) have been over-sampled for power reasons.  To the extent that out-of-pocket spending systematically differs in these areas, not taking into account the sampling design would bias our population estimates.  
4. Trends in out-of-pocket health spending 
4.1.  Private out-of-pocket spending 2000-2003
We break down expenditures into three categories: outpatient expenditures, drug expenditures and inpatient expenditures.  Outpatient expenditures include all expenditures and value of gifts paid to medical personnel during reported outpatient visits.  Drug expenditures include both prescribed and non-prescribed drugs that are reported in the outpatient section of the survey (i.e. they do not include drugs purchases that are associated with hospitalizations).  Inpatient expenditures include all payments made at the time of hospitalizations including co-payment, unofficial payments to personnel, and payments for drugs.     
Table 2 below presents our estimates for population level out-of-pocket health expenditures for 2000 and 2003.  The following findings emerge:

Total OOPs increased over the period of 2000-2003 by 23% annually.  This overall increase is not surprising given that the Kyrgyz Republic went through an economic growth period.  It is generally observed across countries, that the % increase in health expenditures is typically greater than the % increase in national per capita income.  In economist language, the income elasticity of health care is greater than one meaning that households spend a greater share of their income on health care as they grow richer.  Nevertheless, the rate of growth is rather high and as we show below, it is mostly due to growth in pharmaceutical spending.    

The bulk of increase in OOPs during this period originates from expenditures on pharmaceuticals.  Whether we look at the lower bound or the upper-bound expenditures, the annual nominal increase in pharmaceutical expenditures is 36-40%.  This is substantial increase in expenditures and merits further decomposition whether this is due to a quantity response or whether this is a price effect.  Other transition economies have seen pharmaceutical prices rise sharply as multi-national pharmaceutical companies adopted more and more aggressive pricing and marketing strategies.    
Household expenditures on hospital care increased only moderately during the time period and the difference is not statistically significant between 2000 and 2003.  This finding merits further investigation and decomposition into quantity and price effects.  Two hypotheses can explain this finding and we examine these hypotheses in the later part of the paper.  The first hypothesis is that the single-payer reforms and the co-payment policy has been working and has successfully limited the growth in out-of-pocket spending for hospitalizations.  The second hypothesis is that the co-payment policy has created significant access barriers to hospital care and a sizeable demand side response is causing the low growth rate.  We examine these questions in the later part of the paper.    

Finally, household expenditures on outpatient care show a more complex picture.  By the lower bound estimates, outpatient expenditures did not change significantly over the time period.  By the upper-bound estimates, there is a significant increase in outpatient expenditures.  Recall that the two estimates differ in taking into account spending for those with more than one visit.  The finding then means, that increase in outpatient expenditures took place for those households that reported more than 1 visit.  

Table 2.  Population level per-capita out-of-pocket expenditures in 2000 and 2003 (in soms, nominal terms)
	 
	2000
	2003
	 
	 

	Lower-bound estimates
	Estimated mean OOP
	95% confidence interval
	Estimated mean OOP
	95% confidence interval
	% change 2000-03
	Mean annual 

	Outpatient
	41.9
	30
	53.7
	52.26
	38.38
	66.15
	24.73%
	8.24%

	Outpatient drugs
	173
	151.5
	194.5
	360.18
	323.81
	396.56
	108.20%
	36.07%

	Inpatient
	95.9
	80.5
	111.4
	111.93
	98.37
	125.50
	16.72%
	5.57%

	Total 
	310.8
	279.6
	341.9
	524.38
	477.21
	571.56
	68.72%
	22.91%

	Upper-bound estimates
	Estimated mean OOP
	95% confidence interval
	Estimated mean OOP
	95% confidence interval
	% change 2000-03
	Mean annual 

	Outpatient
	58.6
	42.1
	75.1
	101.8
	63.14
	140.47
	73.72%
	24.57%

	Outpatient drugs
	212.8
	186.1
	239.6
	474.05
	413.86
	534.3
	122.77%
	40.92%

	Inpatient
	118.4
	96.9
	139.9
	140.86
	119.05
	162.68
	18.97%
	6.32%

	Total 
	389.8
	348.2
	431.4
	568.00
	486.14
	649.87
	45.72%
	15.24%


Note that for further analysis, we only present results using the lower bound estimates.  The first reason for this, is that the lower bound estimates are consistent with previous health estimates of OOPs in Kyrgyzstan that are widely published.  The second reason is that it does not make a major difference when analyzing the trends in expenditures and within country distribution.  
4.2. Decomposing OOPs into price and quantity 

Analyzing trends in total health expenditures require de-composing expenditure into its two components: price and quantity.  

· By price, we mean the per unit (visit, prescription, hospitalization) costs incurred by the individual and averaging over all individuals.  This is different from the per capita expenditure estimates above in 3.1 in the following way.  The former averages health expenditures over the entire population.  The latter averages total health expenditures over the total number of visits, prescriptions or hospitalization.     

· By quantity, we the % of the population who reported at least 1 visit, prescription purchase, or hospitalization. 

Table 3 shows the de-composition of total health expenditures into a price component and a quantity component.  In 2003, the patients paid 47 soms per outpatient visit, 132 soms per prescription, and 1976 soms per hospitalization episode.  (In this analysis, we do not distinguish between formal and informal payments)  All prices grew over the 2000 and 2003 period.  The annual growth rate in the price of drugs was the steepest followed by the growth rate in the price of inpatient care and outpatient care.    

The table also shows the utilization of health care services over the country has been declining over the period.  This is the case for both inpatient care and outpatient care.  Given the high utilization rates and unnecessary hospitalizations to begin with, this is likely to be a positive change if it is caused by adopting more effective practice patterns, referrals and effective treatment in outpatient setting.   On the other hand, use of pharmaceuticals has been growing.  On a per capita basis, the Kyrgyz people consume 9% more drugs every year combining both prescription and non-prescription drugs.  Whether this is appropriate or non-appropriate prescribing merits further investigation.  

Table 3. De-composition of health expenditures into price and quantity 
	Price
	Price 2000
	Price 2003
	% change 2000-03
	Mean annual 

	Outpatient
	36.7
	50.0
	36.06%
	12.02%

	Drugs  
	50.3
	141.6
	181.37%
	60.46%

	Inpatient
	1,241.2
	1,976.4
	59.23%
	19.74%

	Quantity 
	Quantity 2000
	Quantity 2003
	% change 2000-03
	Mean annual 

	Outpatient (% w/ at least 1 visit)
	10.2%
	9.4%
	-8.24%
	-2.75%

	Drugs  (% w/ at least 1 prescription )
	30.8%
	39.2%
	27.09%
	9.03%

	Inpatient (% w/ at least 1 hospitalization)
	7.7%
	5.7%
	-26.75%
	-8.92%


4.3. Revised trend of private spending
Since there are only two reliable data sources for the past 5 years, 2000 and 2003, we propose a revised OOP expenditure trend smoothing out the growth rate over these years rather than presenting a sharp increase in 2001.  The sharp increase is artificial since only inflation adjustment was applied to the 2000 figures and income elasticity and other adjustments were not taken into account.  The 2000 and 2003 estimates are actual using the data sources and the lower-bound estimates described in this study.  The 2001 and 2002 figures are estimated to provide a smooth growth path.    

Figure 1.  Previous and revised estimates of per capita out-of-pocket health expenditures
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4.4. Revised public-private shares and total health spending estimates

Based on the preceding estimates, we present updated figures on public-private shares and total health expenditures.  (Table 4)  The source for public spending is the Treasury of the Kyrgyz Republic.  The level of the public expenditures remains unchanged from earlier estimates.  The public-private shares naturally change as private expenditures are now estimated higher than before.  Thus, the share of private spending in total health expenditures is slightly higher while the share of public expenditures is slightly lower than in earlier estimates.

Table 4.  Revised public-private shares and total health expenditures

	 
	2000
	2001
	2002
	2003
	Annual average growth rate

	Per capita health spending nominal (in soms)
	 
	 
	 

	   Budget
	247.5
	255.7
	283.1
	300.6
	7.2%

	   MHIF
	28.5
	26.9
	33.4
	60.0
	36.8%

	   Private 
	310.8
	382.0
	453.2
	524.4
	22.9%

	   Total 
	586.8
	664.6
	769.7
	885.0
	16.9%

	Per capita health spending real 2000=100 (in soms)
	 
	 

	   Budget
	247.5
	243.2
	263.6
	286.3
	5.2%

	   MHIF
	28.5
	25.6
	31.1
	57.1
	33.5%

	   Private 
	310.8
	363.4
	421.9
	499.4
	20.2%

	   Total 
	586.8
	632.2
	716.6
	842.8
	14.5%

	As share of total health expenditures
	 
	 
	 

	   Budget
	42.2%
	38.5%
	36.8%
	34.0%
	-6.5%

	   MHIF
	4.9%
	4.0%
	4.3%
	6.8%
	13.2%

	   Private 
	53.0%
	57.5%
	58.9%
	59.3%
	4.0%

	   Total 
	100.0%
	100.0%
	100.0%
	100.0%
	0.0%

	As share of GDP
	 
	 
	 
	 
	 

	   Budget
	1.9%
	1.7%
	1.9%
	1.8%
	-0.9%

	   MHIF
	0.2%
	0.2%
	0.2%
	0.4%
	23.0%

	   Private 
	2.3%
	2.6%
	3.0%
	3.2%
	11.8%

	   Total 
	4.4%
	4.4%
	5.1%
	5.3%
	7.0%


Kyrgyzstan spent 5.3% of its GDP on health care in 2003, a significant increase from 4.4% in 2000.  However, this increase comes entirely from the growth of private out-of-pocket payments.  Revenues from general tax have been stagnating as a share of GDP.  MHIF payroll tax revenues have been increasing but due to the small amount of this revenue source, it has little impact on the overall composition of health expenditures.  As a result of sluggish growth in public health expenditures, the share of private expenditures is greater in the total financing mix.  This is likely to have detrimental effects on financial protection as we examine in another paper.   
5. The Single-Payer Reforms and the Co-payment Policy  

In this section of the paper, we examine whether the data provides any insights into the effects of the single payer reforms and the co-payment policy.  To do so, we follow the general strategy of dividing the sample into three groups: 

· Households that live in oblasts that adopted the SP reforms early:  Issuk-kul, Chui, Naryn, Talas.  We label these oblasts “early reformers”.

· Households that live in oblasts where the reforms started later and at the time of the survey, they were still in their infancy: Jalal-Abad, Osh, Batken.  We label these oblasts “late reformers” 

· We report findings separately for households that live in Bishkek because the supply side is fundamentally different from the country and we did not want this to confound our results.  For practical purposes, Bishek belongs to the latter group, later reformers.   
We present trends for these three groups separately.  The findings from 2000 serve as the baseline and control for pre-existing heterogeneity among oblasts.  We will use the 2003 data to assess the impact compared to 2000.  What we are looking for is differential trends in early reform oblasts as compared to late reform oblasts and as compared to Bishkek.  This gives us an indication of the causal effect of the reform, and also shows us what would have happened if the reforms had not been introduced.  We will analyze these trends for total health expenditures, price and quantity as above for outpatient visits, drugs, and hospitalizations.  

5.1. The SP reforms and total out-of-pocket spending 

Table 5 below presents total out-of-pocket expenditures between 2000 and 2003.  The following findings emerge:

The first panel shows that growth in total out-of-pocket payments is the fastest in Bishkek, and as it will be discussed below this growth is mostly driven by the explosion in households’ payments for pharmaceuticals.  The growth rate in early reform oblasts is significantly less than in Bishkek and slightly higher than in late reform oblasts.    
Table 5.  Total out-of-pocket expenditure by reform status (per capita, unconditional population mean estimates)
	Total OOPs
	2000
	2003 
	% growth 2000-2003

	Bishkek 
	380.6
	811.6
	113.3%

	Late reformers
	252.1
	387.3
	53.6%

	Early reformers
	373.6
	606.2
	62.2%

	Outpatient
	
	
	

	Bishkek 
	75.7
	113.8
	50.4%

	Late reformers
	38.3
	27.1
	-29.4%

	Early reformers
	30.2
	63.1
	109.1%

	Drugs
	
	
	

	Bishkek 
	204.5
	564.6
	176.1%

	Late reformers
	140.9
	254.3
	80.4%

	Early reformers
	210.8
	431.8
	104.8%

	Inpatient care
	
	
	

	Bishkek 
	100.4
	133.2
	32.7%

	Late reformers
	72.8
	105.9
	45.4%

	Early reformers
	132.7
	111.3
	-16.1%


The last panel of the table shows growth rates for inpatient care.  The early reform oblasts show a strongly differential trend as compared to the non-reform oblasts.  Out-of-pocket expenditures on hospitalizations have declined in reform oblasts while increased in later reform oblasts and in Bishkek.  The fastest increase in hospital out-of-pocket expenditures was registered in late reforming oblasts.  Before the reforms were introduced, the cost of seeking hospital care was significantly higher in the early reform oblasts than among the late reformers.  The reforms have helped equalize the average burden on seeking hospital care.  We will further decompose this into a price and a quantity effect below.    

For outpatient care, we find the opposite trend.  People pay the most for outpatient care in Bishkek but the fastest growth rate was registered in early reform oblasts.  The growth rate in OOP in late-reform oblasts was declining.  This is an interesting phenomenon but unclear why it is happening.  One potential explanation is that in early reform oblasts people have got used to paying for health care at the hospital level formally and transfer this behavior to outpatient level as well.  It would be important to further investigate whether this is beginning to cause some not seek outpatient care when needed.       

For drugs, we find that the growth rate is very fast throughout the country, the fastest in Bishkek, followed by early reform areas and then late reform areas.  In contrast to outpatient and inpatient care, we find that pre-existing differences in per capita expenditures intensified in recent years.  
5.2. The SP reforms and Decomposing OOPs into price and quantity  

In Table 6, we de-compose expenditures into price and quantity similar to section 4.2.  

The findings for inpatient care are extremely interesting.  Price per hospitalization increases in all areas but differentially, the slowest increase was experienced in reform oblasts and the fastest increase in late reform oblasts.  In the early reform oblasts, the increase in per-hospitalization payment is 15 percentage points lower than in late reform oblasts.  This is a remarkable finding pointing to the success of the co-payment policy to limit the increase in the burden of households at the time of hospitalization.  This finding is not dependent on whether there is deterred access to care.  
Table 6.  Decomposing out-of-pocket expenditures into price and quantity 

	 

 
	Price

2000
	Price

2003
	 

% change in price
	Quantity 

2000
	Quantity 

2003
	% change in quant.

	Outpatient visit
	 
	
	 
	 
	
	 

	Bishkek 
	46
	77
	66.7%
	14.7%
	13.3%
	-9.6%

	Late reformers
	53
	30
	-42.9%
	6.5%
	8.0%
	22.9%

	Early reformers
	19
	58
	206.1%
	14.2%
	9.7%
	-31.7%

	Kyrgyz Republic
	37
	50
	36.0%
	10.2%
	9.4%
	-8.2%

	 
	 
	 
	 
	 
	
	 

	Drugs (prescription + non-prescription)
	 
	 
	 
	 
	
	 

	Bishkek 
	49
	94
	91.7%
	37.5%
	54.0%
	44.0%

	Late reformers
	56
	75
	32.6%
	22.4%
	30.0%
	34.1%

	Early reformers
	45
	84
	85.1%
	41.6%
	46.0%
	10.6%

	Kyrgyz Republic
	50
	82
	63.9%
	30.8%
	39.2%
	27.1%

	 
	 
	 
	 
	 
	
	 

	Inpatient care
	 
	 
	 
	 
	
	 

	Bishkek 
	1,378
	2,084
	51.3%
	7.3%
	6.4%
	-12.3%

	Late reformers
	1,195
	2,001
	67.5%
	6.1%
	5.3%
	-13.1%

	Early reformers
	1,237
	1,884
	52.3%
	10.7%
	5.9%
	-44.9%

	Kyrgyz Republic
	1,241
	1,977
	59.2%
	7.7%
	5.7%
	-26.8%


When looking at the trends in quantity, we find that the hospitalization rate declined twice as fast in early reform oblasts than elsewhere.  Hospitalization rates were much higher than the national average in early reform oblasts in 2000 and it has been brought in line with national practices by 2003.  Thus, the reforms helped equalize hospitalization rates between the two areas.    
The findings on outpatient care are also very interesting.  First, households/providers in early reform oblasts behave similarly to Bishkek.  This means that households utilize outpatient care significantly less than before but they pay more for each visit.  This is in contrast to the late reform areas where households use outpatient care more than before but pay less for each visit.  Again, the decline in outpatient care use is not alarming in our view since the current visit rate in both Bishkek and in early-reform oblasts is still higher than in late-reform oblasts.  Just like for hospital care, the reforms have helped equalize utilization rates across the country.  

Finally, the findings for drugs are also complex using the price-quantity decomposition.  Drug consumption and prices are rising the fastest in Bishkek.  Drug prices do rise fast in early reform oblasts as well but the quantity increase is more moderate.  This is in part because the level of drug consumption was the highest in these areas before.  In part, it could also be due to more rational prescription behavior and the extensive use of guidelines in primary care practice.  
6. Summary of findings and policy implications 
The conclusions of this study are as follows: 

(i) Total out-of-pocket health expenditures have been growing in Kyrgyzstan over the past 4 years at a rate faster than the growth in the per capita GDP of the country.  As public expenditures on health have not been keeping up with this trend, the share of private out-of-pocket payments has increased in the financing mix.  This trend has negative effects on financial protection and thus on poverty and addressing the low level of public expenditures is paramount. 
(ii) The most significant growth in out-of-pocket health expenditures originates from spending on pharmaceuticals.  Both the price and quantity effects are positive, people consume more drugs and drugs costs more money.  This issue is of great policy importance since this has potentially significant effects for the economic welfare of households and also for public financing.  In many transition economies, pharmaceutical expenditures are difficult to control due to the aggressive marketing and pricing practices of pharmaceutical companies. 
(iii) The growth in expenditures on outpatient care and inpatient care has been moderate.  In both cases, the increase in the price paid for the visit/hospitalization has been offset by a reduction in demand.  This is not a negative or alarming change in itself since the KR started transition with very high utilization rates and documented ineffective practice patterns.  Nevertheless, the slight increase in out-of-pocket payments outpatient care settings merits policy attention.        

(iv) The most significant finding for analyzing the effect of the single payer reform is that the growth in households spending per hospitalization has been the slowest in early single payer oblasts.  This points to the success of the reforms in limiting household outlays at the time of hospitalization.  Further, the single payer reforms have equalized utilization rates across the country which had been previously highly uneven with early reform oblasts having above average and late reform oblasts below average utilization rates.  Combining these two findings, the observation that utilization rates have been declining in reform oblasts is not alarming although further investigation of potential access barriers is warranted.   
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