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ABSTRACT

This paper surveys health reform in the former Soviet countries of Central Asia. Reform
efforts are evaluated in the context of achieving the goals of improving people's health status,
maintaining access and equity, improving efficiency, increasing clinical effectiveness, and assuring
quality and consumer satisfaction. The underlying demographic and epidemiological situation of
the population is investigated, alongside the economic trends associated with the transition from a
command system. Present and proposed health reforms are considered in terms of the inherited
strengths and weaknesses of the Soviet approach to health care as well as the experiences of
Russia and western industrial countries.

In preserving the health gains of the Soviet period, the Central Asian countries face
significant demographic and epidemiological challenges, in the context of worsening economic
constraints. Population growth continues at a rapid pace and the inherited disease burden reveals
disorders that are typically associated with poorer developing countries, such as high infant and
maternal mortality, as well as significant levels of non-communicable diseases. National income
has declined significantly across the region since 1990, and on the order of 50 percent or more in
several countries. Economic distress and rising poverty at the household level has been associated
with worsening morbidity and mortality. Real health spending per person has declined by more
than 50 percent in every country except Uzbekistan, where it has declined by one-third.

Yet the extensive and inefficient health infrastructures of the past remain largely intact.
The quantities of inputs -- in terms of numbers of doctors, beds and hospital admissions -- are still
above the levels in western industrial countries, although they provide poor value for the moneys
spend and are not affordable under the current economic circumstances. Public and
environmental health programs are not well targeted to the disease burdens. The strengths of the
old system in terms of equity and universal access are being threatened by the deterioration of the
health infrastructure and shortages of supplies, as well as increasing out-of-pocket payments that
adversely affect the poor. Pharmaceutical procurement, distribution, pricing, rational use, and
quality are major problems across Central Asia.

There has been a preoccupation in the policy debate with obtaining additional non-budget
revenues to finance the health sector. Typically, far less attention has been focused on equally
important elements of the health reform agenda. Such elements include public health programs,
restructuring health delivery toward primary care, implementing incentive-based provider payment
mechanisms, the need for better management at all levels of the system, and the need to
modernize or eliminate norms affecting clinical treatment protocols, facility structural
characteristics, and staffing requirements. The Kyrgyz Republic and Kazakstan have adopted new
health insurance legislation for financing care, but implementation has been delayed by the
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depressed economic conditions. Turkmenistan has adopted a publicly-run voluntary health
insurance system that is facing serious financial problems. There have been experiments with
revised provider payment approaches based on capitation formulae so that general practice
physicians and hospitals face financial incentives to use resources more efficiently. All countries
are attempting to reform their pharmaceutical sectors.

Under serious budget and institutional constraints, the governments of Central Asia are
facing a major challenge in meeting the health needs of their populations. The extensive and
inefficient systems of the past are no longer affordable and require fundamental restructuring. At
the same time, there is an urgent need to tackle the declining health status of the population.
Nonetheless, experiences to date suggest that methodologies and mechanisms used in the West to
increase the efficiency of the health sector can be successfully adapted to Central Asia. The
implementation of reforms based on market-based economic principles and modem medical
practice standards will be a major challenge to policymakers and people working in the health
sector in Central Asia.
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A SURVEY OF HEALTH REFORM IN CENTRAL ASIA

I. Introduction

1. Independence and transition from the Soviet command economy, have created enormous
difficulties, as well as opportunities for Central Asia. This is true generally, but especially in the
health sphere. The impressive achievements in health status that set the region apart from its
neighbors of comparable income are under pressure. The stresses at the individual and household
level associated with the collapse of the inherited economic system have been compounded by
sharply reduced funding for health services.

2. This paper surveys health care reform in Central Asia in the context of the socio-
economic, epidemiological and institutional realities facing the countries. Section 2 sets out
demographic and epidemiological trends, which suggest the scope and priorities for health
services. The next section analyzes the recent economic performance of the countries,
highlighting worsening fiscal constraints. The current health systems are evaluated in Section 4,
highlighting their primary strengths and weaknesses. Section 5 addresses critical institutional
elements of the reform process, including decentralization and staffing issues. The reform agenda
facing health policymakers in Central Asia is then investigated in Section 6, with the focus upon
the empirical and descriptive aspects, in order to provide a reliable basis for discussion of future
options. Section 7 contains some concluding observations.

3. Improvements in health status in Central Asia will depend upon a series of factors.
Income growth and its distribution (as measured, for example, by the incidence of poverty) are
probably the most important determinants in the long run. Recent reversals in this area may
therefore be expected to have adverse repercussions. Maintaining education achievements,
especially of women, is also important. And of course health programs play a critical role, in
particular through the development of cost-effective interventions, health promotion, and
improvements in water and sanitation.

4. The goals of health sector reform can be stated in fairly non-controversial terms: that is, to
improve the health status of the population, assure equity and access, improve efficiency, improve
clinical effectiveness, and assure quality and consumer satisfaction. How to reach those goals in
practice is a far less tractable task.

5. As far as possible, this paper attempts to provide an empirical as well as conceptual
overview of the issues to be addressed. While there are clearly important distinctions among the
countries, some generalizations are possible. Indeed the problems faced in financing and
delivering health services in an efficient and equitable way present a difficult challenge for all
countries, rich and poor.



A Survey of Health Reform in Central Asia

H. Health Status -- Demographic and Epidemiological Trends

6. The people living in each of the Central Asian countries enjoy relatively good human
development outcomes, especially relative to the levels of income as is evident from Table 1.
High rates of literacy, especially for females, represent significant achievements, and stand in stark
contrast to neighboring countries. Coupled with relatively high life expectancy, these high literacy
rates mean that the human development ranking of each republic is higher than that simply based
on income, especially for the poorer countries. This section explores the demographic and
epidemiological trends underlying health status in Central Asia in further detail.

Table 1. The Inheritance: Human Development Indicators

Population Life Adult Real GDP UNDP
Growth Expectancy Literacy Rate per Human

(p.a) at birth (%) Capita Development
1960-1992 (years) (PPPS) Index

(%) (1991)

Kazakstan 1.8 69.0 97.5 4,490 0.774

Turkmenistan 2.8 66.0 97.7 3,540 0.697

Kyrgyz Rep. 2.3 68.0 97.0 3,683 0.685

Uzbekistan 2.9 69.0 97.2 2,790 0.664

Tajikistan 3.1 70.0 96.7 2,180 0.629

Afghanistan 1.8 42.9 31.6 700 0.208

Iran 3.3 66.6 56.0 4,670 0.672

Pakistan 2.9 58.3 36.4 1,970 0.393

Russia 0.7 70.0 98.7 6,930 0.858

Turkey 2.4 66.7 81.9 4,840 0.739

Medium HDI 68.0 80.4 3,420 0.649

Low HDI 55.8 47.4 1,170 0.355

Source: UNDP, Human Development Report 1994, Tables 1, 22, 23, 44, 45.

A. Demographic Trends

7. An analysis of recent demographic trends in Central Asia is a useful basis from which we
can evaluate the performance of the health systems, and needed reforms. In summary, the
population is young, and likely to become younger in some countries, even though fertility rates
have recently declined. Since 1989, mortality rates have tended to increase, and life expectancy
has declined. There has also been significant outmigration. These demographic trends have
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important implications for health service priorities -- including greater need for safe motherhood,
immunization and management of the sick child. 1

8. As seen in Table 2, there were population increases in all five countries between 1989 and
1995 with Turkmenistan leading in percentage terms - 26 percent, and Uzbekistan growing the
most in absolute numbers - by 2.7 million persons. All of the countries except Turkmenistan had a
combination of high natural increase with outmigration. Kazakstan's population grew only
minimally because low natural increase almost matched outmigration, mainly of Russians. Recent
demographic trends are not entirely a drastic reversal of the past but rather a rapid acceleration of
some trends that have been occurring for several decades. Birth rates have been declining slowly
since the 1960s. Immigration of Russians and other nationalities began to reverse in the mid-
1970s. Nevertheless, population growth is quite high relative to Western countries.

Table 2: Population Change in Central Asia, 1989-1995 (beginning-of-year; thousands)

Total population Percent change, 1989-1995

Natural

1989 1995 1996 Total increase Migration

Kazakstan 16,536 16,679 16,533 0.9 7.3 -6.5

Kyrgyz Rep. 4,290 4,483 4,547 4.5 12.7 -8.2

Tajikistan 5,109 5,786 5,885 13.3 17.8 -4.6

Turkmenistan 3,523 4,089 4,565 16.1 16.7 -0.6

Uzbekistan 19,905 22,563 22,978 13.4 16.6 -3.2

Sources: CIS Statistical Committee and national statistical offices

9. Fertility, as measured by either the crude birth rate or the total fertility rate, has declined in
each republic between 1989 and 1994 (see Table 3). Analysis of the age-specific fertility rates
shows that older women have shown the largest fertility decreases. The majority of these women
have presumably already had at least one child. The age group that showed the largest decline was
women aged 40 to 44. Women under 20 showed either very moderate declines or increases in
fertility. The only exception was Tajikistan where fertility declined for every age group. Total
fertility rates are nonetheless still high relative to OECD countries (averaging 1.9) and Russia
(1.4).

10. Despite the downward long term trend in fertility, overall population growth remains high
due to the '"demographic momentum" created by the young age structure. During the three
decades to 1989, overall growth was two to three times what it was between 1939-1959. Over 40
percent of the population is below 16 years of age in each republic except Kazakstan, where the
figure is 31 percent. This has important implications for health policies and practice. There is
tremendous momentum for future population growth as these cohorts move into their child
bearing years (see Annex 1). It also indicates the mix of health care facilities and personnel

'See Jamison et al, Disease Control Priorities in Developing Countries Oxford University Press, New York, 1993.
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needed. In 2015, Tajikistan, Turkmenistan, and Uzbekistan are still expected to have roughly the
same skewed age structures that they have today with more than 40 percent of their populations
below age 16 and less than one in ten people above working age.

11. The outmigration of Russians and other Slavic and European nationalities has had, and
will continue to have, an enormous impact on the demographics of the region. The Russian
population is older, more urbanized, has birth rates between one-third and one-half of the titular
nationalities and higher death rates, resulting in much lower rates of natural increase. This trend
of differential rates of natural growth is long standing, and even more marked in recent years. In
terms of the nationality composition, the Central Asian countries can be classified into two
groups: Kazakstan and Kyrgyz Republic with their much larger Russian populations (38 and 22
percent, respectively in 1989) on the one hand, and the remaining three countries, with less than
10 percent Russian, on the other. Outmigration has played a much more important role in the
population change in the former group. Tajikistan has also had outmigration, particularly during
the civil war although this was largely temporary.

Table 3: Selected Demographic and Health Characteristics of the Central Asian States, 1989-1994

Crude birth Crude death Rate of natural Infant mortality Maternal! Life
rate (births rate (death increase (per Total rate (deaths in mortality: Expectancy**

per thousand rate per thousand fertility the first year per rate *
persons) thousand persons) rate* 1,000 births)

persons)

1989

Kazakstan 23.0 7.6 15.4 2.877 26 53.1 68.7

Kyrgyz Rep. 30.4 7.2 23.2 3.875 32.4 42.6 68.5

Tajikistan 38.7 6.5 32.2 5.226 43.3 38.9 69.4

Turkmenistan 35.0 7.7 27.3 4.401 54.8 55.2 65.2

Uzbekistan 33.3 6.3 27.0 4.179 38.1 42.8 69.2

1994

Kazakstan 18.2 9.6 8.6 2.300 27.4 49.6 65.8

Kyrgyz Rep. 24.6 8.3 16.3 3.270 29.6 44.5 65.4

Tajikistan 28.2 7.0 21.2 4.300 45.9 74.0 67.7

Turkmenistan 32.0 7.9 24.1 4.000 42.9 44.4 63.9

Uzbekistan 29.4 6.6 22.8 3.800 32.7 24.1 67.9

Percent change,1989-1994

Kazakstan -20.9 26.3 -44.2 -20.1 5.4 -6.6 -4.2

Kyrgyz Rep. -19.1 15.3 -29.7 -15.6 -8.6 4.5 -4.5

Tajikistan -27.1 7.7 -34.2 -17.7 6.0 90.2 -2..4

Turkmenistan -8.6 2.6 -11.7 -9.1 -21.7 -19.6 -1.8

Uzbekistan -11.7 4.8 -15.6 -9.1 -14.2 -43.5 -2.0

* The total fertility rate is a synthetic measure of the number of children a woman would have if she passed through her
childbearing years at the current age-specific fertility rates. Figures are for 1993.
** Per 100,000 births. Figures are for 1993.
***Figures are for 1994, except for Tajikistan from 1992, and Uzbekistan from 1993.

Sources and notes: CIS Statistical Committee, national statistical offices; WHO Global Health for All Data Base.
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12. The crude death rates have increased in each republic, and most dramatically in Kazakstan
and Kyrgyz Republic. Life expectancies have declined in all countries since 1989.2 As is the case
in every other former Soviet republic during the transition (though much less so than in Russia),
the male-female gap in life expectancy has widened in all countries, except Turkmenistan (see
Annex 5). On the other hand, the infant mortality rate declined in all except Kazakstan and
Tajikistan, and in Uzbekistan, fell by a remarkable 25 percent between 1989 and 1994.

13. Analysis of trends in age-specific mortality reveals a pattern that is somewhat different
from patterns exhibited elsewhere in the FSU. In Russia, the age groups with the largest mortality
increases over the transition period were those aged 35-44, especially males. By way of contrast,
in Central Asia, the age groups with the largest increases in death rates tended to be younger,
between 10 and 30 years. Further investigation is needed into explaining this trend.

14. Comparison among the countries is also interesting. Tajikistan and Turkmenistan have the
highest under 5 mortality rates for both males and females, whereas for males above 15 years,
Kazakstan has the highest age-specific mortality rates (although the same is not true for females).
In Kazakstan, females between about 5 to 44 years tend to have lower age-specific mortality rates
than those in the rest of Central Asia. Women in Turkmenistan older than 44 have the highest
age-specific mortality rates in Central Asia.

15. The mortality patterns are even more striking when the cause-specific mortality trends are
examined (see Table 4). With a few notable exceptions, the same general pattern emerges of
cause-specific mortality in Central Asia and in the other transition states of the FSU and Eastern
Europe. In fact this is true of most developing countries with adequate data: non-communicable
diseases (including cardiovascular diseases and cancers) and injuries are the leading causes of
adult death.' In Central Asia the largest increases in mortality have been deaths from heart and
circulatory diseases - which is related to stress, diet, sedentary lifestyle and smoking. These
diseases account for between 30 and over 100 percent of the increase in death rates between 1989
and 1993 (except in Tajikistan), and the largest share of the overall increase. For Kyrgyz
Republic, while deaths from heart and circulatory system diseases explain 35 percent of the
increase for males, the largest category is 'Other Causes' which includes unexplained causes of
death.4 For females, 'Other Causes' explains 158 percent of the increase (obviously indicating
data problems). Because of the civil strife in Tajikistan, deaths from external causes (including
homicides) was the largest explanatory variable for males, accounting for 62 percent of the
increase. For females in Tajikistan, increased deaths from infectious and parasitic diseases

2
There is evidence that life expectancies are overstated in the FSU states especially so in some of the Central Asian states. This is mainly due to a

variety of statistical and registration problems. See Barbara Anderson and Brian Silver, "Assessing Trends and Levels in Mortality in the newly

Independent States: Cautionary Notes", Population Studies Center, University of Michigan, Research Report No. 95-326, February 1995.

See Phillips et al, p.236 in Feachem et al The Health of Adults in the Developing World Oxford University Press for the World Bank, Washington
D.C. 1995.

The size of this category also suggests poor diagnosis and poor quality of care.
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accounted for the largest part of the increase, followed closely by deaths from heart and
circulatory diseases.

B. Rural-Urban Differentials

16. There are significant differences in urban and rural trends in demographic structure and
health indicators. In all countries, the urban share of the total population has declined since 1989.
The reasons include the aforementioned outmigration of Russians, the differential rates of
population growth between urban and rural areas and some urban outmigration back to rural
areas (e.g. in order to engage in home agricultural production). Rural areas have total fertility
rates of between 13 and 30 percent above the national averages, and there are no significant
differences in life expectancies, so that the rural rates of natural population increase are
considerably higher.

17. While life expectancies do not reveal large urban-rural disparities, infant mortality rates
do; however, the trend is rather surprising. In 1989, infant mortality was higher in rural areas in
all five countries. Since then, the gap has narrowed in every republic, and in all but Kazakstan,
the rural rate was lower than the urban rate in 1994. (This may partly be due to deliveries with
expected complications being transferred to higher level urban facilities, and clearly requires
further investigation.)
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Table 4: Death Rates by Cause in Central Asia, 1989-1993
(Percent change and percent of change in total mortality explained by each cause of death)

Kazakstan Kyrgyz Rep. Tajikistan Turkmenistan Uzbekistan

Percent Percent of Percent Percent of Percent Percent of Percent Percent of Percent Percent of
change change change change change change change change change change

explained by explained by explained by explained by explained by
cause cause cause cause cause

Males

Total deaths 23.1 100.0 8.0 100.0 54.1 100.0 -5.9 100.0 2.7 100.0
Infectious and parasitic diseases 23.7 3.7 7.2 4.3 54.4 13.1 -10.5 6.3 -15.0 -4.2
Cancer 4.2 4.8 -10.3 -5.6 -21.3 -1.8 -17.8 -0.5 -14.5 -4.8
Heart and circulatory system 30.8 46.6 8.7 35.0 12.1 9.1 10.6 79.4 17.5 80.9
Respiratory system 11.4 6.1 -9.6 -8.7 13.7 7.6 -19.0 -3.3 -3.6 8.6
Digestive system 22.3 3.2 10.0 4.9 -7.9 0.0 -9.7 2.6 31.4 13.9
External causes 33.4 26.8 6.0 14.3 386.7 62.2 -10.4 6.7 -18.2 -11.0
Other 24.1 8.7 68.6 55.8 31.3 9.8 -8.0 8.7 6.4 16.6

Total deaths 18.4 100.0 5.5 100.0 14.7 100.0 -6.7 100.0 7.4 100.0
Infectious and parasitic diseases -5.7 -0.5 -19.8 -8.6 57.6 35.7 -18.9 -2.1 -16.3 -3.6
Cancer 0.4 1.9 -6.8 -4.8 -25.0 -5.8 -6.8 8.0 -13.4 -2.0
Heart and circulatory system 23.9 67.4 -4.1 -7.8 10.5 28.2 8.9 103.4 21.2 85.5
Respiratory system 1.4 1.6 -18.7 -38.9 11.8 19.4 -22.9 -12.6 -5.9 2.7
Digestive system 14.3 2.5 -6.3 -1.7 -15.8 -1.2 -31.9 -6.7 22.6 7.8
External causes 29.1 10.0 2.1 3.7 14.3 5.0 -6.1 5.1 -16.8 -3.1
Other 38.1 17.1 138.7 158.1 21.7 18.8 -11.4 5.0 9.6 12.7

Sources and notes:
1989: Goskomstat SSSR, Demograficheskiy yezhegodnik SSSR 1990, Moscow: Finansy i statistika, 1990.
1990-1994 (unless otherwise specified): CIS Statistical Committee, Demograficheskiy yezhegodnik 1993, Moscow: 1995 and CIS Statistical Committee, Demograficheskiy
yezhhegodnik 1994, Moscow: 1995.
Other causes of death include endocrine, nutritional, and metabolic diseases and immunity disorders, mental disorders, diseases of the nervous system, diseases of thenitourinary system, complications from pregnancy, and undefined causes.

7



A Survey of Health Reform in Central Asia

18. Urban-rural differences in population growth rates are striking. In Tajikistan,
Turkmenistan, and Uzbekistan, the rural populations are expected to grow about twice as fast as
the urban populations, and account for between 67 and 84 percent of total growth over the next
two decades. In Kazakstan and Kyrgyz Republic, by way of contrast, the urban populations are
expected to grow faster than the rural populations, although the overall rates of growth are
expected to be below the regional average. Thus, the urban share of the population is expected to
increase from its present levels in Kazakstan and Kyrgyz Republic, and to decrease in the other
Central Asian countries.

C. Epidemiological Situation

19. A clear indicator of the health needs and demands is the epidemiological situation of the
population. International historical experience suggests that changes in the pattern of disease
proceed in two steps: first the demographic transition, when mortality from infectious disease
declines and, partly as a result, fertility decreases as well. The second stage is the epidemiological
transition, when the population becomes older and non-infectious diseases become the main
causes of ill-health.' In Central Asia, however, the pre-epidemiological transition disorders, such
as infectious diseases and high infant mortality, co-exist alongside certain risk-factors (unhealthy
diet, smoking and alcohol abuse) and associated health problems such as ischemic heart disease,
emphysema and motor traffic accidents which are typical in richer industrial countries. A similar
challenge faces many developing countries, with non-communicable diseases and injuries
alongside high rates of certain communicable adult diseases such as tuberculosis.6

20. The patterns of disease that prevail in Central Asia today suggest that the countries have
yet to pass completely through the epidemiological transition, and that some disorders that had
previously been eradicated have seen a resurgence. Furthermore, in some Central Asian countries
such as Turkmenistan and Tajikistan, classic pre-transitional disorders such as acute respiratory
infections and diarrheal diseases cause high infant mortality, indicating that they have never been
completely controlled in these areas (see Figure 1). High mortality (and morbidity) from other

7disorders surrounding childbirth continue. While the data do not suggest that either maternal or
perinatal mortality rates are rising in Central Asia, these rates are still high relative to the levels of
health care access and female literacy. The relative importance of pre-epidemiological transition
disorders in a country depends on a host of factors, including public health and clinical
effectiveness. Other significant factors include diet inadequacies that cause anemia in women and
children, and also fertility rates (birth spacing). Environmental risk factors include poor quality
and inadequate quantities of water, poor sanitation, contaminated food and poor personal hygiene

See The World Bank, World Development Report: Investing in Health, Washington, D.C., 1993, Chapter 1.
6 See Phillips ct al 1995 op cit.

According to WHO, the infant mortality rate is defined as the number of deaths for infants under one year of age, per 1000 live births; the perinatal
mortality rate is death per 1000 births, for fetuses and infants between 22 weeks of gestation (or weighing 1000 g. or more) and one week after birth.
There is often confusion in using national and international criteria for such statistics, especially in Central Asia since the former Soviet definitions
differed. This also suggests the need for caution in any time series analysis.

8



A Survey of Health Reform in Central Asia

practices. Bacteriological contamination of water has increased as a result of poor sanitation and
the absence of functioning chlorination systems. Salinity and heavy metal concentrations have
increased and pesticide contamination, while decreasing, is still of concern.

Figure 1

Ifant Nbrtality bysCaue in Central Asia
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21. Maternal mortality rates in Uzbekistan are reported to be only about half the regional
average, and only about one third of the rate in Tajikistan (Table 3). It is important to explore
why this striking difference has emerged. Fertility and infant mortality rates have recently
declined in Uzbekistan, by 9 and 25 percent, respectively. However, it is interesting that
Uzbekistan's perinatal mortality achievements appear not the best in the region (33/1000 in
Uzbekistan in 1990 within a range from 31/1000 in and up to 44/1000 in Turkmenistan),
considering that maternal mortality is normally highly correlated with perinatal mortality. The
improvements in Uzbekistan have been attributed to a comprehensive program aimed at women
of child bearing age that was launched in 1991, special preventive and treatment centers in
hospitals and polyclinics, and the promotion of birth spacing, although it is suggested that these
initiatives may be too recent to have had such striking results.

22. Data on perinatal mortality, especially time series data, is difficult to interpret, (see
footnote 5). Nonetheless it does appear that perinatal mortality is high because relatively few
births (less than 5 percent) involved access to significant obstetric care, such as cesarean section.
While data on prematurity and its possible link with anemia, and environmental toxins are not
available, it is suspected that low birth weight is not a regional problem. The maternal mortality
picture is complicated by the relationship between access to health care and predisposing maternal
disease such as anemia or hepatitis. The exact causes of high maternal and perinatal mortality are
unknown -- death audits in such cases, including family lineage histories, would help clarify the
sources of the problem, especially in the worst affected countries.
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23. The profile of mortality among young children (one to five years) suggests a profile of
causality similar to infant mortality. The available evidence suggests that diarrheal diseases, and
especially acute respiratory infections (ARI), are the major causes of child death. The extent of
child malnourishment is generally unknown. Recent surveys in Kyrzl-Orda in Kazakstan suggests
that stunting (long term deprivation) is more problematic than wasting.' Table 5 compares
children's nutritional status in selected countries. Dietary quality rather than quantity has been
found to play a more important role in determining nutritional status. However, not all of the
factors associated with poor nutritional status among children and women are due to poverty;
some links found between anemia and reproductive history, for example, reflect long standing
cultural values and practices.

Table 5. Children's Nutritional Status in Selected Countries(l)

Country Year Stunting Percentage (2) Wasting Percentagez)

Kazakstan (Kzyl-Orda) 1994 15.0 0.5

Uzbekistan (Muynak) 1993 25.9 3.6

Kyrgyz Rep. 1993 n/a 7.0

Brazil 1989 15.4 2.0

Ethiopia 1992 64.2 8.0

Tanzania 1991-2 42.6 6.0

India 1988 62.1 19.2

Mongolia 1992 26.4 1.7

China 1987 32.1 3.6

China (Poor Rural Provinces) 1989 41.8 2.2

(')Unless otherwise stated, the figures are from national surveys. All figures taken from WHO Global Database
(de Onis et al 1993) except Kazakstan, Uzbekistan (Morse 1994), Kyrgyz Republic (World Bank 1995) and poor
rural provinces of China (Chang Ying et al 1994).
(2Stunting/wasting: < -2 standard deviation below reference median.
n/a = not available
Source: Ismail and Hill (Chapter 8, in Falkingham, et al, op cit.).

24. Infectious diseases have generally not been important in determining the health of the
general population. The possible exceptions are now tuberculosis and diphtheria. While the
incidence of the former may be under-reported, the official incidence of diphtheria has risen
sharply across the region. In Kyrgyz Republic and Tajikistan the rates per 100,000 rose in both
countries from about 0.2 in 1990, to 6.8 and 33.4, respectively in 1994. Available evidence
suggests that the rates of sexually transmitted diseases (STDs) have also risen rapidly -- syphilis
rose from 2.3/ 100 000 to 11 between 1993 and 1994 -- even though rates are likely under-
reported. Very few AIDs cases, less than 100, have been reported in the entire region.

25. The most important cause of death throughout the region is ischemic heart disease. Other
significant causes of death in adults are cerebrovascular and respiratory diseases, with some slight

'Ismail S. and H. Hill , Chapter 6 in Falkingham et al, Household Welfare in Central Asia Macmillan, London ,1996.
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regional variations. These are diseases which are closely associated with lifestyles in industrial
countries: cigarette smoking, high fat diets and poor exercise, and the post-epidemiological
transition health profile. The impact of adult chronic disease is emphasized in the burden of
disease analysis in the next section.

D. Burden of Disease

26. Traditional mortality statistics do not reflect the relative importance of different causes in
terms of healthy years lost. A useful tool to help consider the relative importance of different
diseases is to calculate the potential years of life lost (this is referred to as "burden of disease"
analysis). The discounted life year (DLY) approach includes mortality and loss of future life,
whereas the DALY (disability adjusted life year) approach extends to losses due to disability as
well as death.9 Both analyses have been carried out in several Central Asian countries, the results
of which are presented in Table 6, expressed as DALYs or DLYs lost per 100,000. The
comparisons are illustrative only, and do not represent every major cause of death and disability
for each; moreover the Uzbekistan data are from 1990.

27. The most interesting results of the burden of disease analysis can be highlighted as follows
(Figure 2). Diarrheal diseases and acute respiratory infections cause significant loss in each
republic. Uzbekistan is particularly striking, though this is attributable in part to the relatively
young population, also the picture has improved since 1990, as infant mortality has fallen by 23
percent. Second, ischemic heart disease plays an important role in death and disability throughout
the region. Third, other diseases of importance include alcoholism, which is significant in the
study of Issyk-Kul.

Figure 2 Burden of Disease in Central Asia
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9 The burden of disease methodology, is described in Chapter I of the World Bank's 1993 World Development Report.
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28. The burden of disease analysis in Table 6 suggests that vaccine preventable diseases
imposed a relatively small cost -- in terms of lost DALYs/DLYs -- on the population, although the
incidence of certain such diseases, like diphtheria, have risen recently. However Table 6 does not
reflect the enormous potential for loss of life if present control efforts are not sustained. The
same argument applies to tuberculosis and STDs.

29. Burden of disease analyses could be further enriched by the consideration of such risk
factors as alcoholism or smoking. There is also a wider picture that is excluded from traditional
mortality and non-risk factor associated DALY statistics; for instance some injuries are due to
alcohol abuse, and also the cancer risk associated with smoking. It is estimated that about 5-10
percent of DALYs lost in the region is due to tobacco use; and a similar figure was found for
alcohol abuse in Kyrgyz Republic.

Table 6: Burden of Disease Analysis, Selected Central Asia Countries
Turkmenistan Uzbekistan Issyk-Kul Turkmenistan Issyk-Kul

1993 DLYs 1990 DLYs 1993 DLYs 1993 DALYs 1993 DALYs

Tuberculosis 336 114 162 360 172
Diarrheal Disease 1,317 583 245 1,330 419
Hepatitis 136 218 112 184 4'1
Respiratory Infections 1,784 2,658 1,075 1,812 1,432
Maternal 102 22 35 236 272
Perinatal 1,090 1,045 344 1,372 417

Esophageal Cancer Il 72 81 156 92
Stomach Cancer 72 92 198 98 221
Lung Cancer 88 79 118 82 128

Diabetes 88 73 75 340 116
Psychosis 20 10 32 143 232
Alcoholism 88 4 73 482 1,449

Ischemic Heart Disease 1,727 1,044 1,830 2,053 2,203
Cerebrovascular Disease 622 549 1,534 935 2,056
Rheumatic Heart Disease 74 96 104 121 104

COPD 127 79 371 700 798
Asthma 25 46 31 25 58

Gastritis/Ulcer 32 25 327 655 589

Genital/Urinary 181 173 166 200 308

Motor Vehicle Accidents 359 450 333 503 363

Source: See World Bank reports cited in bibliography.

III. Macro-Economic Context and Constraintsl

30. Macro-economic performance is a critical element in the analysis of health outcomes and
policy reform. The average level of national income per capita is clearly important. More
specifically, the importance of income growth for health outcomes lies in its role in reducing

'rhis section is based on Chapter 1, Household Welfare in Central Asia, Falkinghan, et al, op.cit.
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poverty and enabling public health expenditure. Increased income allows individuals and
households to buy better living and housing conditions and more health care. Similarly, economic
growth expands the revenue possibilities for governments, and thus the opportunities for
expenditures to provide preventive and curative health services, construct and maintain safe water
and sanitation systems, and provide education, for example. Because rising average incomes tend
to reduce poverty, there is in turn generally a strong link between incomes and health status.
World Bank analysis suggests that more than 75 percent of the difference in child mortality across
countries is associated with income differences, and that the relation is causal rather than merely
associative: in a sample of 58 developing countries, a 10 percent increase in income per capita, all
else being equal, reduced infant and child mortality rates by between 2.0 and 3.5 percent. Recent
economic developments are summarized in this section, together with trends in household welfare
and poverty.

31. All the countries of Eastern Europe and the former Soviet Union (FSU) have faced serious
difficulties during the transition from command systems. The collapse of the eastern trading bloc,
the demise of central planning and, in many cases, adverse shifts in the terms of trade represented
significant macroeconomic shocks that typically led to collapses in output and incomes and, in
most of Eastern Europe, high rates of unemployment. Central Asia has faced additional
challenges - lower initial levels of per capita income, rapidly growing populations and excess labor
supply, and the withdrawal of central budget transfers from Moscow. It was a difficult
environment in which to embark upon far-reaching liberalization of prices and other controls on
economic activity and economic restructuring, and it should not be surprising that progress on the
latter has in general been slow.

32. The most dramatic reported aspect of the transition in Central Asia has been the collapse
of output." Output fell during 1990-95 by about half in Kazakstan, Kyrgyz Republic and
Tajikistan (Table 7). Stabilization which is a necessary pre-requisite to the resumption of growth,
has begun to take hold, most notably in the Kyrgyz Republic in 1995. Analysis in the 1996 World
Development Report suggests that stronger, more sustained liberalization is associated with a
deeper recovery of output.12

"Here, and also with respect to other macroeconomic statistics, reported levels and trends need to be treated with caution.

12 World Bank, World Development Report 1996: From Plan to Market New York: Oxford University Press, 1996.
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Table 7: Key Macroeconomic Indicators during Transition

1995 GDP as a Average Registered
% of GDP Inflation Unemployment Real Wage, 1995

1990

1993 1995 1994 1995 1990=100

Kazakstan 46 1,660 180 1.0 2.1 27

Kyrgyz Rep. 50 1,210 50 0.6 3.0 20

Tajikistan 47 2,140 400 - 1.8 4

Turkmenistan 58 1,630 1,005 - - 29*

Uzbekistan 82 1,230 320 0.7 0.3 52

Source: Goskomstat.
* As a percent of 1994.
Note: figures for GDP change for Tajikistan and Turkmenistan refer to Net Material Product.

33. As elsewhere in the former Soviet Union, adjustments in employment have been slow and
small, relative to reported declines in output. Official open unemployment has remained very low
at rates of three percent or less (Table 7). Broader definitions of unemployment, including
unregistered individuals, and those on short-time work and furloughs as employees have
remained formally attached to firms, are significantly higher. Nonetheless more significant
adjustment in the labor market has taken place on the price side: real wages have declined
significantly throughout Central Asia, and to a greater extent than output. In all countries, there
has been a significant erosion of the real minimum wage since 1990. Although very few workers
are paid only the minimum wage, it remains a relevant benchmark for employees, especially in the
civil service where wages are set according to a centralized tariff norm, and also for setting the
level of certain cash benefits -- in particular, minimum unemployment benefits and family
allowances. Thus overall there has been a lagged response of labor demand to falls in demand for
output, and continuing extensive welfare provision, which can be explained in terms of significant
price (wage) reductions, as well as benevolence on the part of enterprises and the state as
employers. This is also largely true in the civil service (as discussed below).

34. The macro-economic paths and performance of the Central Asian countries has been quite
different. In the goods market, all countries experienced a sharp initial price rise in response to
the liberalization measures adopted in early 1992. The subsequent rapid rates of inflation during
the early years of transition attributable initially to the monetary overhang (excess cash relative to
available goods, given price controls) that had developed in the late 1980s and subsequently, to
monetary deficit financing and subsidized central bank lending to the public sector. Monthly rates
of inflation have been high although volatile. Attempts to stabilize, including the introduction of
new national currencies in 1993 and 1994 and monetary restraint, were undertaken in highly
adverse conditions, and often thwarted by the refinancing of inter-enterprise arrears. Kyrgyz
Republic and Kazakstan sought relatively tight policies given serious balance of payments and
fiscal problems, especially in the former. In Kazakstan the macro-economic and stabilization
situation in mid-1996 was somewhat fragile: although inflation had slowed, in the face of
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declining revenue fiscal adjustments relied largely on expenditure cuts which could be
unsustainable. Uzbekistan, with a fairly healthy balance of payments and strong revenue
performance, has successfully pursued a more cautious and deliberate pace of reform and
stabilization. On the other hand, Tajikistan's economic reform efforts have been paralyzed by war
and internal dissension until recently, and Turkmenistan, in mid 1996, had yet to embark seriously
on stabilization and economic reform.

35. Adverse fiscal conditions have seriously constrained the ability of governments to sustain
inherited levels of public expenditure. The initial shock created by the loss of Union budget
transfers was exacerbated by the erosion of the tax base associated with declining output that has
been experienced by most formerly planned economies: this is especially relevant in Kazakstan,
Kyrgyz Republic and Tajikistan. The relative diminution of formal sector economic activity has
also undermined tax revenue receipts.

36. Given concerns about the social costs of fiscal restraint, initial attempts to stabilize and reduce
budget deficits tended not to be sustained. Kazakstan, for example, cut its fiscal deficit sharply,
from 7 percent of GDP to little more than one percent between 1992 and 1993, but the deficit
returned to the previous level in 1994. The deficit in Uzbekistan grew from 6 percent of GDP in
1991 to a mammoth 21 percent in 1993, before adjustment sharply reduced the deficit down to 4
percent of GDP in 1995. On the expenditure side, extensive government subsidies to support
enterprises and farms, and to finance low consumer prices for goods and services, were adjusted
downward, in some cases rapidly, and elsewhere more slowly.

37. The impact of overall fiscal constraints upon the social sectors varied across countries, as
shown in Figure 3. Even where social expenditures have been better maintained as a share of
GDP, there have been steep declines in the level of real spending per capita. There have also been
significant shifts in the structure of expenditures (salary versus non-salary recurrent, such as
drugs) that have affected the quality of services.

38. How have people's living standards been affected by all these changes? In general they
have obviously suffered severely. At the aggregate level the proportion of food in total
expenditures has risen to over 70 percent in Tajikistan and over 50 percent in all other countries.
Although reliable household data are sparse in the region, a representative household survey in
Kyrgyz Republic suggests that by 1993 nearly half the population was poor, and that nearly one-
third was in severe poverty (living at below half the poverty line).13 In Tajikistan, it is reported
that 20-40 percent of children shows signs of poor nutrition.1

" Krgvz Republic: Poverty Assessment and Strategy World Bank Report No. 14380-KG, May 1995.

" E. Gomart, Tajikistan: Pilot Poverty Alleviation Project, EC3HR mimeo 1996.
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Figure 3

Trends in Social Expenditure During Transition
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Note: Social expenditure here includes health, education and income transfers
(including the pensions, unemployment benefits, sick leave and maternity benefits that are financed from extra
budgetary funds).

39. At the same time, however, the virtual disappearance of shortages and queues that has
been brought about by price liberalization can be counted as a positive influence on household
welfare. Also falls in measured output and money incomes may be a poor guide to how average
welfare has changed since these reflect changes in investment as well as consumption and may not
include food production on private agricultural plots. The latter was of considerable importance
during the Soviet period and can be expected to have expanded (or at least held up) since 1991. 15

40. Changes in aggregate or household income may not fully reflect changes in the well-being
of people. For example, the costs of increased insecurity and uncertainty are not easily
quantified. Yet in a positive sense, the transition has significantly widened the individuals' choices
of consumer goods, type of employment and place of residence. Political liberalization has also
contributed to improvements in well-being, although the pace of political change generally has
been relatively slow, and the inherited political apparatus remains largely intact in most of the
countries.

15 See S. Mamie, "The Soviet Labor Market" European University Institute, monograph, Florence, Italy, 1992.
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IV. The Inherited Health Systems

41. This section describes and evaluates the basic health systems of Central Asia in terms of
expenditures and the availability and use of services. (Health outcomes were discussed in Section
2 above.) The strengths and weaknesses of the systems are discussed in the context of the goals
of health system reform: improving population health status, assuring access and equity,
achieving microeconomic and macroeconomic efficiency, improving clinical effectiveness, and
assuring quality and consumer satisfaction.

42. The systems in all the Central Asia countries are based on the centrally planned national
health service model of the former Soviet Union (FSU). The characteristics of this system were,
and largely remain, as follows:

Eligibility: The entire population is eligible for services.

Benefits: The state provides all necessary services to treat the individual's medical condition free
of charge.

Financing: The public system is financed from the general state budget (e.g. national general
revenues), enterprise budgets, and extra-budgetary funds. Private payments in the past were
limited to a few non-essential services and some unofficial payments to public providers for
preferential treatment.

Payment ofMedical Care Providers: Virtually all facilities were owned by the state and all health
care personnel were state employees. Polyclinics and hospitals were reimbursed on the basis of
18 category line item budgets. Physicians and other health personnel were salaried employees.
Provision and financing were combined (i.e. the public financing authority owned, budgeted, and
managed facilities).

Service Delivery System: The system was conceptually a well-integrated hierarchical structure of
feldsher stations, health posts, polyclinics, and local, regional and national level institutions. The
human and physical capital infrastructure of the system was based on planning norms which were
used to allocate facilities and physicians across geographic areas. Norms were used for staffing
patterns, facility structural characteristics, and medical treatment protocols. Quality of care was
enforced through a hierarchical review process based on reprimanding inappropriate behavior.
Public health programs were targeted to maternal and child health and communicable diseases.

43. While there were significant differences across the Union countries, prior to the breakup
these centrally planned systems generally performed well in terms of equity, assuring access to all,
and achieving relatively good overall health outcomes for the amounts spent. In Central Asia, in
particular, health outcomes were good relative to per capita income (see Table I above).
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44. On the other hand, the systems tended to be underfunded by Western standards (as social
sectors were given low priority in the state planning process), but were also inefficient and
provided low quality care. Moreover, the systems were unable to cope with the epidemiological
transition.16

45. The disruptions associated with the breakup of the Soviet Union, described above,
exacerbated these problems. As a result, the melange of problems in the health care financing and
delivery systems in all the Central Asian countries include:

- declining health status of the population due to environmental risk factors and socio-
economic trends which have drastically increased mortality from heart disease, violence,
injuries, and suicides

- public health programs for health promotion, disease prevention, family planning, adult
health, occupational health, and environmental health being poorly structured or entirely
absent

- chronic underfunding (as an "unproductive" service sector) relative to Western countries

- a rigid 18 category budgeting system for paying polyclinics, physicians, and hospitals
which provides few incentives for economic efficiency and tends to encourage inpatient
over outpatient treatment as well as care at the highest, most expensive, levels of the
system

- too many physicians, too many specialists, too many hospital beds, excessive utilization of
services, particularly inpatient care, by the population

- poorly trained primary care physicians, limited inpatient and outpatient diagnostic
capacity, obsolete and poor condition of the capital stock

- outdated treatment norms that promote ineffective medical practice (see Box 1),
inefficient facility configurations, and staffing norms that restrict facility managers from
making rational staffing decisions

- lack of modem quality assurance systems

- inefficient and outmoded production, procurement, distribution and management systems
for pharmaceuticals; outmoded lists of essential drugs; and coverage/reimbursement
policies which encourage individuals to be hospitalized to receive free drugs

16 For an extensive overview of the old Soviet system as well as the reform experiences of Russia see D. Chemichovsky et al., "The Russian Health
System in Transition; Coping with Old and New Challenges," Paper prepared for the World Bank, 1996.
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- little or no consumer choice

- no accountability on the part of consumers or medical care providers for the consequences
of their decisions

- confusion about roles and responsibilities at the national level as responsibility for
financing and delivering health care has been decentralized

- hospitalization being used as a safety net to compensate for inadequate referral systems,
poor transportation and housing, the high costs of food and pharmaceuticals, and the
health sector generally relied on by governments as an employment maintenance
mechanism.

46. These problems are fundamental and affect almost every aspect of the financing and
delivery of health care at all levels in Central Asia and virtually all other FSU countries.
Nonetheless, the system retains substantial elements of success. These include an extensive and
well-integrated hierarchical system of feldshers, health stations, polyclinics, local, regional, and
national institutions; access to care for all as a right--and the associated equitable distribution of
health resources in terms of household income and location; and, at least until recently, relatively
good health outcomes for the limited moneys spent.

Box 1. Inappropriate Medical Protocols

Among the array of factors that inhibit the cost-effective delivery of health care services to the populations of Central Asia, inappropriate
medical protocols and practices are especially important This box cites some examples of inappropriate admissions and corresponding lengthy
hospitalization that continue to take place.

High rates of hospitalization continue for conditions that are not criteria for admission in most countries. Diagnoses include minor
osteoathrititis, limited cellulitus, varicose veins, mild hypertensions, mild asthma and so on. The over-reliance on injectable (intra-muscular)
medications is a major reason for hospitalization for conditions which would elsewhere be treated with oral medications.

A clear example is tuberculosis treatment. TB patients are hospitalized for an excessive period of time through most of the region (9-12
months). Nor are patients treated with the WHO recommended standard regimens. Instead drug combinations tend to be individualized, and this,
alongside a serious lack of essential drugs, results in low cure rates and the creation of chronic infectious cases, often infected with drug resistant
strains. Increasing treatment defaulting rates also favor continued production of the bacilli and drug resistance. WHO recommended reporting and
recording systems are not in place.

Further examples of inappropriate medical protocols are evident for sexually transmitted diseases. Throughout most of the region, all
confirmed syphilis cases are to be hospitalized for a one month course of injections (given several times a day). This practice is contrary to
international evidence and practice with respect to both the type of drug given and hospitalization. Similarly, hospitalization is encouraged for
gonorrhea cases and the therapies used are not proven in the internationally accepted literature. Although officials have argued that hospitalization is
warranted by fears of epidemic, in fact most cases do not present themselves to the authorities.

Finally the types of common screening mechanisms that are used are inefficient. TB screening in much of the region relies on mass
minature radiography of a large share of the population. This is expensive and poor yielding, not the least because diagnosis is based on giving
priority to chest radiography rather than smear microscopy (against WHO recommendations). In parts of the region, a large number of employees are
screened bi-annually for STDs and skin infections which is not cost effective (detecting very few cases per thousands screened). This raises privacy
and ethical considerations as well.
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A. Expenditures and Availability and Use Of Services

47. Available evidence on financial indicators and the availability and use of services in Central
Asia and Azerbaijan reveal certain differences among the countries. However, both the levels and
trends over time for most measures are markedly similar. As a share of GDP, the levels of public
health spending are typically below 5 percent, and have declined since 1990. Real per capita
spending has fallen even more dramatically.

Expenditures

48. Table 8 and Figures 4 and 5 provide information on health expenditures measured in a
variety of ways for 1990-1994. Unfortunately, due to lack of information on private spending,
only public spending on health is presented. Even these figures may not be strictly comparable
since the countries may spend different amounts through enterprises and extra-budgetary funds
that are not captured. Furthermore, one must be very cautious in interpreting health to GDP
ratios, as there are serious GDP valuation issues concerning whether exports are valued at local or
world market prices. For all the countries except Tajikistan, the (public) health to GDP ratio (the
percent of national income going into the health sector) has declined since 1990, prior to the
breakup of the Soviet Union (Figure 4).

Figure 4
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49. Although the health to GDP ratio is the most commonly used measure of expenditure
performance, to get a complete picture one must also look at other measures. For example if the
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health to GDP ratio remains constant but GDP declines by 50 percent in real (inflation-adjusted)
terms, this means that health spending is effectively half of what it was in the base year. Also,
given the high rates of population growth, described above, health spending should be analyzed in
per capita terms. Thus, one must also analyze real per capita health spending, and for
comparisons in the absolute levels of spending across countries, spending must be converted into
one numeraire currency. This is presented in Table 8.

50. The health sector appears to have been somewhat protected, at least in terms of its share
in a declining economy in Azerbaijan, Tajikistan, and Uzbekistan. The elasticites of health
spending relative to GDP (that is, the annual percentage change in health spending relative to the
annual percentage change in GDP) for all six countries were clustered between 0.87 and 1.05 .
An elasticity of 0.87 means that a 10 percent change in GDP was accompanied by an 8.7 percent
change in health spending. 17

17 The elasticities are 0.98 for Azerbaijan and Uzbekistan, 0.93 for Kazakstan, 0.94 for Kyrgyz Republic, 1.05 for Tajikistan, 0.87 for Turkmenistan.
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Table 8. Public Health Expenditures, 1990-94

1990 1991 1992 1993 1994

Azerbaijan

Health to GDP Ratio 2.9 2.9 2.9 2.8 2.5

Real Per Capita Health
Spending as % of 1990 100 99 77 57 41

Per Capita ($US PPPs) 100 108 72 54 38

Kazakstan

Health to GDP Ratio 3.3 4.2 2.1 2.5 2.0

Real Per Capita Health
Spending as% of 1990 100 118 54 56 37
Per Capita ($US PPPs) 183 203 86 86 56

Kyrgyz Rep.

Health to GDP Ratio 4.1 3.6 3.2 2.6 3.2

Real Per Capita Health
Spending as % of 1990 100 77 57 39 36

Per Capita ($US PPPs) 136 124 83 56 62

Tajikistan

Health to GDP Ratio 4.8 4.5 5.2 5.4 6.4

Real Per Capita Health
Spending as% of 1990 100 84 75 51 46

Per Capita ($US PPPs) 117 101 87 63 60

Turkmenistan

Health to GDP Ratio 3.7 3.7 2.0 1.8 1.2*

Real Per Capita Health
Spending as % of 1990 100 92 47 34 17

Per Capita ($US PPPs) -- -- -- -- --

Uzbekistan

Health to GDP Ratio 4.6 4.6 4.7 4.1 4.0

Real Per Capita Health
Spending as % of 1990 100 96 87 72 66
Per Capita ($US PPPs) 131 135 124 103 95

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

51. Real GDP has fallen substantially throughout the region since 1990 (Table 7), and in
several countries by 50 percent or more. Reductions in real health spending have largely
paralleled these trends. Real public health spending in 1994 has also fallen throughout the region
and by half or more in all countries except Azerbaijan and Uzbekistan. Given the large increases in
population, real per person health spending suffered even larger declines, ranging in 1994 between
17 percent in Turkmenistan to 66 percent in Uzbekistan of the 1990 level (see Figure 5). Declines
of these magnitudes have resulted in serious deterioration of the health infrastructure and with the
attendant general declines in income and socio-economic conditions, are contributing to increased
morbidity and mortality and worsening health status of the population.
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Figure 5

Real Per Capita Public Ialth Ekpendtures, 1990-94

120 (% of 1990)

100 + - ---

D.- .. x T

40

20 X
-+-UZB

0
1990 1991 1992 1993 1994

52. There is little information on private sector spending in Central Asia. However, survey
data from the Kyrgyz Republic and Kazakstan indicate that out-of-pocket payments by individuals
for pharmaceuticals as well as for many normally publicly covered inpatient services have
increased significantly. Household survey evidence from the Kyrgyz Republic shows that between
1993-1994 the incidence of formal charging for medical consultations increased significantly,
from 11 to 25 percent of the population. Informal payments to medical staff are also widespread
-- reported by about one in four inpatients and are likely to be increasing. By far the most
significant item of private medical expenditure is on drugs.18 An October 1994 survey in South
Kazakstan oblast found that over 35 percent of users of pharmaceuticals and hospital services
were making large out-of-pocket payments for these services.19

53. One legacy of the Soviet period was the widespread ownership, provision and/or financing
of social services by enterprises and collective farms, which extended to health facilities. The
share of enterprise health facilities in the total were 10 percent in Kazakstan (1991), and
somewhat less in Uzbekistan. The range and quality of involvement tended to vary according to
the size and strategic importance of the enterprise. Evidence suggests that the enterprises tended
to provide facilities of significantly higher quality than government authorities. 20 Transition has
brought closure of many enterprising social facilities or divestiture although not without problems.

" B. Abel-Smith and J. Falkingham, "Financing Health Services in Kyrgyz Republic: the Extent of Private Payments," London School of Economics,
1995; and, The World Bank, "Kyrgyz Republic: Health Sector Reform Project, Staff Appraisal Report," Washington, D.C., 1996.

L J. Langenbrunner et al., "A Review of Selected Financing and Reform Activities in Russia and Central Asian Republics ", Papers prepared for EDI
Senior Policy Seminar on Health Reform Implementation in Central Asia, ABT Associates, Bethesda, Maryland, 1996.
20 World Bank, Republic of Kazakstan Social Protection Project, Staff Appraisal Report No. 13690-KZ, May 1995.
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Uzbekistan is an outlier in that the Ministry of Health, up to 1996, was explicitly encouraging
greater employer provision.

54. In absolute US dollar terms using purchasing power parities to convert (i.e. a special
exchange rate that takes into account cost of living differences across countries), health spending
in Central Asia ranges from $56 in Kazakstan to $95 in Uzbekistan. This compares to total health
expenditures of $149 in Egypt, $185 in Turkey and $374 in Jordan, for example.21 Spending is
well below the 8.1 percent health to GDP ratio and $1500 per capita for OECD countries (of
which 75 percent is public).22 Perhaps more pertinent is the ability of the Central Asian countries
to maintain the vast health infrastructures that were developed when more budget resources were
available. Can these systems be afforded now and, if not, what should be done?

Availability and Use of Services

55. Table 9 contains information on physicians, hospital beds, admission rates, lengths of stay,
occupancy rates, and hospital days per capita. As in all FSU countries, the Central Asian
countries are characterized by large quantities of inputs and high rates of hospital use. Central
planning norms resulted in large numbers of hospital beds and physicians, while the budgeting
systems for paying hospitals provided strong incentives to keep beds filled. Poorly paid salaried
health personnel at the lower levels of the system, often lacking appropriate equipment, supplies,
and medications, had incentives to simply refer individuals up the system rather than treat them.
Since higher levels had more equipment, supplies and drugs, and the best physicians, there were
also strong incentives for individuals to by-pass lower levels of the system.

56. All these factors are reflected in the basic statistical profiles of the delivery systems in
Central Asia. In terms of physicians, in 1994 the physician/population ratios vary between 2.1
physicians per thousand population in Tajikistan to 3.9 in Azerbaijan with a six country average of
3.3. This compares with an OECD average of 2.5. Since 1990, these ratios have fallen slightly in
all the Central Asian countries except (Azerbaijan and) Uzbekistan. Nonetheless the ratios
throughout, except for Tajikistan, are still well above the OECD average.

57. The available evidence reveals that there have been widespread reductions in the number
of beds, hospital admission rates and lengths of stay since 1990 (Table 9). Nonetheless the levels
remain high and exceed those in OECD countries which have substantially larger elderly
populations. In terms of hospitals, in 1994 the number of beds per 1000 population ranged from
8.8 in Uzbekistan and Tajikistan to 12.1 in Kazakstan. Since 1990 the hospital bed to population
ratio has declined significantly in most of the countries, but the levels are still well above the
OECD average (at 8.4 compared to the regional average of 10.2). Concerning use of these beds,
hospital admission rates (percent of the population admitted to a hospital each year) varied

21 See the World Bank "Hashemite Kingdom of Jordan, Health Sector Study", Report No. 15418 - JO, Washington, D.C., 1996.
22 G. Schieber et al., "Health System Performance in OECD Countries 1980-1992", Health Affairs, Fall 1994.
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between 16.3 percent in Tajikistan (1992) to 19.3 in Uzbekistan with a regional average of 17.4.
All five countries remain above the OECD average of 16.2 percent. Since 1990, admission rates
have declined in all five countries. Hospitals occupancy rates ranged from 64 percent in
Turkmenistan to 88 percent in Tajikistan for a six country average of 76, about the same as the

23OECD average. Since 1990, occupancy rates have declined in all countries except Uzbekistan.
Average lengths of stay in hospital varied from 14.3 days in Uzbekistan to 17.9 in Azerbaijan with
a six country average of 15.7 days. Given the young population structure in most of the region,
these lengths of stay are high when compared to the 14.4 day average length of stay in OECD
countries. The number of hospital days per person per year, ranged from 2.4 in Tajikistan to 3.0
in Kazakstan with a regional average of 2.7. Again these figures exceed the OECD average of
2.5. Since 1990 the number of bed days per capita has tended to decline.

58. The foregoing evaluation of the existing health sectors has revealed striking trends. Public
funding has been substantially reduced; yet, the health infrastructures in terms of personnel and
facilities remain extensive, inefficient, and have not fully adjusted to the reduced funding levels.
Health outcomes are still good compared to other lower middle income countries, but overall
mortality rates have increased, life expectancy has declined and certain infectious diseases appear
on the rise. It is evident that the health infrastructure, and, in particular, basic public health
programs and treatment norms are not well targeted to dealing with the underlying health needs of
the population, especially given sharply reduced funding. The reforms being initiated now, while
at different stages in all six countries, are designed to deal with these problems.

23 There are no time series data to determine the trend in Azerbaijan.
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Table 9. Availability and Use of Services, 1990 - 1994
1990 1991 1992 1993 1994

Azerbaijan

Physicians Per 1000 Population 3.9 3.9 3.9 3.9 3.9

Hospital Beds Per 1000 Population 10.0 10.0 10.5 10.5 10.1

Admission Rate (% of Population)

Days Per Capita

Average Length of Stay(Days) 18.0 17.6 18.0 17.9 17.9

Occupancy Rate (%) 65

Kazakstan
Physicians Per 1000 Population 4.0 3.8 3.9 3.8 3.6

Hospital Beds Per 1000 Population 13.7 13.7 13.5 13.2 12.1

Admission Rate (% of Population) 22.9 22.6 21.3 20.2 17.6

Days Per Capita 3.7 3.6 3.5 3.3 3.0

Average Length of Stay (Days) 16.0 16.0 16.3 16.3 16.8

Occupancy Rate (%) 79 79 78 76 74

Kyrgyz Rep.
Physicians Per 1000 Population 3.4 3.4 3.3 3.1 3.1

Hospital Beds Per 1000 Population 12.0 12.1 11.9 10.7 9.6

Admission Rate (% of Population) 23.0 22.5 21.7 19.9 17.0

Days Per Capita 3.4 3.4 3.3 3.0 2.6

Average Length of Stay (Days) 14.9 14.9 15.3 15.3 15.4

Occupancy Rate (%) 80 78 78 80 78

Tajikistan

Physicians Per 1000 Population 2.6 2.4 2.3 2.2 2.1

Hospital Beds Per 1000 Population 10.7 10.7 11.2 10.6 8.8

Admission Rate (% of Population) 21.0 20.5 16.3

Days Per Capita 3.0 3.0 2.4

Average Length of Stay (Days) 14.3 14.6 14.5

Occupancy Rate (%) 94 88

Turkmenistan

Physicians Per 1000 Population 3.6 3.7 3.6 3.6 3.5

Hospital Beds Per l000 Population 11.5 11.6 11.4 11.7 11.5

Admission Rate (% of Population) 19.8 19.4 18.4 18.4 16.6

Days Per Capita 3.1 2.9 2.7 2.7 2.5

Average Length of Stay (Days) 15.6 15.2 14.7 14.9 15.1

Occupancy Rate (%) 73 72 69 70 64

Uzbekistan

Physicians Per 1000 Population 3.4 3.4 3.3 3.3 3.4

Hospital Beds Per 1000 Population 12.5 10.9 10.8 9.4 8.8

Admission Rate (% of Population) 24.6 24.5 23.6 22.0 19.3

Days Per Capita 3.6 3.6 3.5 3.2 2.8

Average Length of Stay (Days) 14.8 14.8 15.0 14.5 14.3

Occupancy Rate (%) 83 82 85 88 87
Source: World Health Organization, "Health For All Global Indicators Data Base"; M. Church and E. Koutanev, "Report on Health Trends in

Central Asia," ABT Associates, Almaty, Kazakstan, 1995; T. Tulchinsky, "Health Status Report: Azerbaijan," World Bank-UNICEF Mission
February/March, 1996; and, The World Bank, "Azerbaijan: From Crisis to Sustained Growth," Washington, DC, 1993.
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V. The Enabling Environment for Health Reform

59. There are several dimensions of the present environment that are relevant to the nature
and success of health sector reform. The difficulties created by the economic context -- in
particular the severe fiscal constraints and high and variable inflation -- were highlighted above..
Successful health reform will depend on the design of appropriate policies and the implementation
thereof in legislative terms, and then in administrative practice. Here we examine various
institutional factors: the role of decentralization, staffing, regulation and data for decision making,
and highlight the range of stakeholders who have interests in the outcomes of health sector
reform. This section explores various, albeit inter-related, aspects of the enabling environment in
turn, and the opportunities as well as constraints that have emerged in the health sector.

A. Decentralization

60. Decentralization of financing responsibility has been a pervasive theme in many former
Soviet countries in transition. There are three tiers of government -- center, oblast (or equivalent)
and raion/municipality, and the health sector reflects a similar structure.24 Ironically, alongside the
current fragmentation of government structures dealing with health care, there is a typically high
degree of centralization of top policy-making and control at the apex of the governmental
structure associated with the President, Prime Minister and/or Ministry of Finance. In some
respects this centralization of policy making authority, alongside decentralization of financing and
implementation to the local level, dilutes the responsibilities of the health and other sectoral
ministries, and possibly also demoralizes ministerial staff.

61. Decentralization is particularly important in the social sectors in Central Asia, where the
vast bulk of expenditures (around 85 percent) are locally-financed. Decentralization in the health
sector, in principle, carries certain advantages -- the most important being that local providers
might be more responsive to the needs and demands of the local community. In practice there
tends to be significant discretion at the local level in the implementation of local budgets; even at
the facility level, there has been an increasing degree of expenditure autonomy, which appears to
have promoted the adoption of such cost-cutting measures as the elimination of beds. However
greater responsiveness to local needs depends on the existence of institutions that provide for
choice as well as accountability.

62. There are risks, however, that are associated with decentralization, especially from an
equity perspective. Local financial responsibility for the provision of health services could imply
unacceptable disparities in the level of service provision within the country. Where there exist
large inter-regional disparities, as in Kyrgyz Republic for example, this could threaten the
provision of minimum health services and other key aspects of the social safety net. As a result

24 In some countries, such as Uzbekistan, the distinction between facilities and level of government in the health sector is blurred, in that the oblast
hospital is effectively the oblast health authority, and the same at the raion level.
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there is a role for redistributive transfers. In Kazakstan, detailed analysis of local budget execution
data revealed significant widening of levels of health expenditure among oblasts between 1992
and 1994. The coefficient of variation almost doubled, to 0.33. However, the dispersion has
evidently been random, since past rankings of oblasts in terms of actual social expenditure is not a
good indicator of present or future ranking.25

63. Available evidence suggests that central transfers in Kyrgyz Republic and Uzbekistan, on
the other hand, have successfully redistributed resources to poorer oblasts. Per capita revenues in
Kyrgyz Republic in 1994 ranged from 980 soms in Bishkek to 110 soms in Naryn -- yet there was
actually a negative correlation between local expenditure and local income (revenue), and degree
of urbanization. In Uzbekistan the level of health spending per capita was almost equal across
oblasts, at least up to 1995. Yet the existing transfer system itself even where equitable in impact,
is generally problematic -- it can create soft budget constraints, where local spending
commitments are automatically covered by the center, as well as lack of transparency.

B. Staffing

64. Staffing is a critical issue underlying the enabling environment, which presently reflects
several problems affecting motivation, quality and skills. In Central Asia, there is currently
overstaffing throughout the public sector. It is however noted that this does not mean that the
health (or other) ministries are overstaffed. A recent World Bank report in Kazakstan concluded
that central ministries are typically understaffed.26 While there are excessive numbers of medical
staff overall, there is unmet demand for medical assistants and nurses: the ratio of doctors to
nurses is high (1:3.3 in Uzbekistan in 1995, for example). Similarly, it is well known that the
distribution of physicians is biased towards higher level specialists, and family or general practice
is not well-developed.

65. Despite the massive budgetary contraction, the number of government employees and quantity
of public services supplied to the population has remained largely unchanged in most of the
countries, at least on paper. This is true also in the health sector, where there are 41 people per
health sector employee (40 percent of government employment) in Kazakstan, compared to 52
(21 percent of government employment) in the United Kingdom, which also operates a national
health service. As a result, the amount of expenditure per public service unit supplied has
declined drastically, and public sector wages have suffered significant declines, even relative to the
overall drops in the real wage described above. Individual compensations are unsustainably low
at both ends of the pay scale : wages at the bottom end fall far below subsistence levels, while
wages at the top of the scale represent only a fraction of the wages offered for similar jobs outside

2 5Transition of the State March 1996 Report No. 15353-KAZ, volume II, Chapter 8.

26 Ibid.
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the government. Salaries of health professionals that have been historically low have deteriorated
further. This would be expected to have serious repercussions for the quality of service.

C. Regulation

66. Various regulatory questions are relevant to the enabling environment of health sector
reform. For example, the decentralization of financing and implementation raise local-central
regulatory issues, while the increasing diversity and independence of health facilities also raises
important questions. This applies especially to newly emerging private practice of doctors and the
privatization of pharmaceutical retailers.

67. Regulation in any context raises information issues -- effective regulation is only possible
where there is timely and appropriate information available to decision makers. On the one hand
there is extensive information on health outcomes in Central Asia, based on the sanitary-
epidemiological service (SES) reporting. However the inherited systems of information are in
many ways inappropriate to the emerging health sector in the transition and beyond. Data is
sometimes scarce on enterprise spending as well as that on extra-budgetary funds. Available
information on health expenditures tends to be classified in ways that inhibit useful analysis.
Planned expenditures can be misleading because approved allocations tend to be frequently
revised, and disbursement patterns do not necessarily reflect actual allocations. Expenditures for
hospitals cannot be broken down between oblast, city, and central raion hospital. Expenditures
cannot be broken down by type of service provided within a single facility: this makes the
calculation of unit costs difficult, and the categorization of expenditures among primary and
secondary services impossible. Finally, available local budget execution data do not easily allow
rural-urban breakdowns. The present paucity of data for decision-making is a critical element to
be taken into account in designing feasible health sector reforms, while improved data will be an
essential part of management strengthening.

D. Stakeholders

68. There are a range of groups and agencies which affect and are affected by developments in the
health sector. These are sometimes referred to as "stakeholders". Although analysis in general
terms probably does not take us far, it is useful to at least set out the range of interest groups
involved. First, there are the individuals and households -- consumers-- for whom health services
are provided. This is clearly not a homogenous group, as it encompasses people of different ages
(elderly, versus children), people living in different places (the capital, or remote areas), and
people with increasingly different income levels, all of whom have different health needs and
demands on the system. Second, there are the personnel involved in the delivery of care: again
there is a range of sub-groups -- from specialists, to nurses, feldshers and support staff --
operating in a range of facilities, from the central hospital to rural health posts. The medical
profession is likely to become a more important political force over time, affecting the shape as
well as the implementation of reform. International experience suggests that doctors are often
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particularly concerned about medical technology, pay and status. Third, a variety of
governmental structures have specific interests in the health sector. Agencies involved in health
care management and financing exist at the raion, oblast and republican levels. At the republican
level, in most countries, the Ministry of Health exists alongside a national pharmaceutical firm,
each which tend to have distinct (and not always directly compatible) concerns. There are also
powerful institutions outside the health sector which affect the policies and allocations to this
sphere: including the President and the Cabinet of Ministers. (And then the World Bank, WHO,
and other donors come along to complicate matters further.) All of the foregoing groups have a
stake in the health sector, and their attitudes and behavior will affect the nature and success of
reform. Stakeholders should be considered as a critical part of the enabling environment, since
each will affect the prospects for implementation of reform.

VI. Health Policy Reform Agenda

69. This section sets out the criteria and preconditions for reform, and evaluates relevant case
studies from the region in these terms. There has emerged a clear consensus among policy-
makers in each of the countries about the need for a reorientation of spending priorities--toward
more effective public and environmental health programs, an emphasis on primary care, less
hospital-based tertiary care, and the need for appropriate financial incentives. This section
addresses how the countries could implement reforms, as well as the factors influencing the
effectiveness of such reform efforts.

70. All six countries have either initiated or are contemplating reforms to deal with the
underlying financing and delivery problems facing their health systems.2 The generic policy
directions being pursued by virtually all these countries are similar:

* obtaining additional financing through non-budgetary sources such as earmarked payroll
taxes on employers, voluntary insurance, and other private financing including patient
cost-sharing

* reducing pressure on the national budget by decentralizing the financing of care to regional
and local levels

* getting better value for money by improving efficiency through separation of finance from
provision and having money follow patients

* improving system efficiency by introducing incentive-based provider payment mechanisms

"See the World Bank reports on all six countries cited in the bibliography.
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* improving the cost-effectiveness of the service delivery system by restructuring in favor of

primary care, promoting general and family practice of medicine, and eliminating unneeded
hospital capacity

* instituting major reforms of pharmaceutical regulation, management, essential drug lists,
procurement, management, distribution, and pricing.

71. Financing reforms being undertaken in Central Asia are loosely modeled on those
undertaken by Russia, which implemented health insurance legislation in 1993. Implementation
in Russia has been fraught with many of the same fiscal problems faced in the Central Asian
countries, and progress has been uneven throughout the 89 Russian oblasts. Since many oblasts
have implemented the health insurance system, many of the problems experienced in Russia are
relevant for Central Asia. These will be discussed below in the context of the issues and obstacles
to reform.

72. Kazakstan and the Kyrgyz Republic have proceeded the farthest in terms of introducing
legislation to establish health insurance funds based on contributions from employers for the
working population and from government for the non-working population. Both countries have
also experimented with health insurance and provider payment reforms based on general
practitioner (GP) fundholding mechanisms in selected regions. Turkmenistan has established a
publicly run voluntary insurance system to pay for outpatient pharmaceuticals and provide for
priority use of publicily covered services. There is also a focus on improving both primary care
and the effectiveness of public health systems. The intention to focus scarce resources on the
most cost-effective interventions is reflected in burden of disease and cost-effectiveness studies
undertaken in several countries. Developing lists of essential drugs and reforming procurement,
regulation, management, and distribution of pharmaceuticals have also been important objectives.
Decentralization of financing and use of capitation-based transfers from national to local
governments is underway in a number of countries including Azerbaijan and Uzbekistan.

73. Nationwide implementation of the health insurance legislation in Kazakstan and the
Kyrgyz Republic has been delayed because of depressed economic conditions and the limited
abilities of employers to make the requisite contributions. Turkmenistan's voluntary insurance
program is facing major financial difficulties due to premium collection problems, larger than
foreseen pharmaceutical demand, and lack of an actuarially sound contribution base. Uzbekistan
is also in the process of developing legislation to establish insurance funds based on employer
contributions and is considering other reforms to improve efficiency through provider payment
changes as well as establishing basic benefit packages predicated on cost-effectiveness criteria.
Several countries are also considering explicit privatization of certain services. Azerbaijan and
Tajikistan are in somewhat earlier stages of designing their reforms.

74. In general health policy terms, the reforms being implemented and developed focus on the
five major areas of health care financing and delivery: financing (i.e. sources of revenues),
eligibility, benefits, payment of medical care providers, and the range of issues dealing with the
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delivery system. Each of these areas is discussed in turn with respect to the reforms under
consideration, potential obstacles, and experiences to date.

A. Financing

75. Most of the focus in the current reform debates has been on financing--raising revenues
available for health care. Given the large declines in national income and budget revenue,
described above, policymakers are seeking additional financing through extra-budgetary sources
and private contributions. There has also been a tendency to decentralize financing
responsibilities to local governments, as described in the preceding section. A number of key
issues, of differing degrees of importance in each country, have arisen.

* Adequacy of financing from both state and employer sources under the various health
insurance approaches

* Ability of regional and local governments to finance their shares

* Administrative costs of such approaches

* Clarity of roles and responsibilities of national and sub-national health authorities and
insurance funds

76. Depressed economic activity in the region has effectively precluded raising additional
revenues from both public and private sources. The extensive infrastructures that existed before
the economic decline have become unaffordable. Regional and local governments are facing
increasing fiscal difficulties and are often unable to afford the increased health care
responsibilities being placed upon them. Enterprises are having serious economic problems,
cannot afford to pay additional taxes, and are attempting to divest themselves of their social
service infrastructures and responsibilities. As the countries of Central Asia struggle with their
economic and social priorities, the key question may be learning how to develop more efficient
systems that are far less extensive than they had been in the past.

77. The advantages and costs of establishing and running health insurance funds of the types
legislated in Kazakstan and Kyrgyz Republic and under consideration elsewhere require
consideration. Basing insurance coverage on employment results in individuals losing their
coverage when they are unemployed, and either becoming uninsured or being insured at the
expense of the state budget. Moreover, there are administrative costs associated with establishing
and operating such funds. Multiple funds have higher administrative costs than single funds.28

Similarly, voluntary insurance approaches, such as the one adopted in Turkmenistan, unless very

28J-P. Poullier, "Administrative Costs in Selected Industrialized Countries," Health Care Financing Review, Summer 1992.
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carefully designed, can be fiscally unsound as a result of favorable selection by sick individuals as
well as lack of a sound actuarial base for premiums.

78. Changing the source of financing does not enhance the efficiency of the delivery system.
Countries such as Canada and the United Kingdom have maintained their general revenue funding
bases while successfully implementing payment mechanisms to encourage efficiency.
Furthermore, general revenue-based approaches tend to pool risks more equitably than social
insurance-based models, as evidenced by the difficulties experienced by both Germany and Japan
in terms of pooling risks among multiple sickness funds and government programs. All these
issues should also be carefully weighed along with effects of increased payroll taxes on labor
demand and on enterprise viability and competitiveness. Whatever approach is chosen, the
financing base must be actuarially sound -- that is the revenues from the designated sources must
be sufficient to pay for the individuals and benefits that are covered under the program.

79. There is a need for clarification of the roles of the various levels of government, medical
care providers and health insurance funds (where they exist). The relationships and
responsibilities between the various agencies involved in health care have been problematic in a
number of countries implementing reforms. There is often a pre-occupation with financing issues
to the detriment of basic public health, policy development, and rational management of the
system. This has especially been the case in Russia, for example, where turf battles and confusion
between financing and health authorities at all levels have been frequent.

B. Eligibility

80. Decisions must be made as to who is eligible for coverage under any financing system.
As discussed above, one of the great strengths of the previous system was universal entitlement--
all citizens were covered. If the normative tenet used in most Western market countries that all
individuals should have access to care based on need, and pay for care on the basis of ability to
pay is followed, then insurance reforms and privatization strategies will need to be carefully
designed. This is especially the case if private finance is pursued for certain groups along with
employer and state responsibility for others, since care will have to be taken to assure that some
individuals do not fall through the cracks and lose eligibility. This is particularly relevant for the
poor. Moreover, multiple systems are more complicated to administer, have greater difficulty
controlling costs (see Figure 6), and, as discussed above, may have more difficulty equitably
spreading risks.

C. Benefits

81. Deciding what benefits to cover has become increasingly problematic. People in Central
Asia are accustomed to a system that, at least in theory, provided all the necessary care to treat
the individual's condition free of charge. Costs did not escalate out of control because of budget
caps and supply constraints, constraints which may be less effective as these systems become
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more open-ended and private. In any financing system, whether it is based on general revenue or
insurance contributions, it is essential to establish a benefit package, so that the contribution
levels for employers and the state can be appropriately set to cover the costs of the set of benefits
covered under the system. This has not been the case in Russia or in Central Asia. Part of the
problem is a political issue--the perception of taking away the "unlimited" benefits that people
used to have.

82. The other part of the benefit issue is financial-- the payroll taxes on enterprises and the
required (and not specified) contributions of governments for those not in the labor force must be
sufficient to pay for the individuals and benefits covered under the system. Most former Soviet
governments have refused to face this issue in a direct or transparent manner, despite serious
economic difficulties. Authorities do not want to admit that they cannot afford to cover the
services that have been promised and are expected. Rational policy would suggest that the state
establish realistic expectations on the part of the population and then meet its commitments to
finance that level of services. In fact, even in systems which remain based on public general
revenue-based financing, governments need to consider ways to limit the package of services that
are available free of charge.

83. Design of the benefit package requires specification of the particular service categories
that are to be covered, any limits on such coverage (e.g. 100 days of hospital care), and requisite
cost-sharing. In addition to being a benefit package design issue, patient cost-sharing is also a
financing and resource allocation mechanism. Yet, cost-sharing must be carefully designed so that
appropriate utilization is not deterred, and the poor need to be exempted. Designing appropriate
cost-sharing structures in Central Asia will be difficult because individuals expect that all care
should be free, and large segments of the population are poor.

84. In contrast to the principle of access to free health care, in practice the situation is very
different. Individuals always made informal payments to providers for preferential treatment, and,
as discussed above, individuals are now paying for certain services out-of-pocket. For example,
survey evidence from Kyrgyz Republic indicates that under the current situation that ability to pay
is a major problem: the total costs of one episode of ill-health exceeded the monthly income of
the entire household in 20 percent of cases, while nearly half of all patients reported severe
difficulty in finding money to pay for their hospitalization, and more so in rural areas. Moreover,
as overall health service utilization rates have fallen in Kyrgyz Republic, among those who report
ill-health, the poorest are least likely to seek medical assistance. In 1994, about two-thirds of
households in the top income quintile sought medical help outside the home, compared to only
41 percent of those in the bottom quintile.29 A similar situation was found in South Kazakstan
oblast.30 The challenge for policymakers in Central Asia is designing formal benefit and cost-
sharing structures that capture these largely informal payments in a way that enhances the revenue

29See Abel-Smith and Falkingham, op. cit.

30 See Langenbrunner, op.cit.
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position of the Government, while at the same time not impeding access to care, especially for the
poor.

85. A related area of policy concern is determining which services will be provided to the
entire population because they are basic public health services (e.g. immunizations, vector
control) and which personal health services should be provided through the insurance benefit
package and/or private payments. Such decisions can be assisted by burden of disease/cost-
effectiveness studies as is being done in Kyrgyz Republic, Uzbekistan, Turkmenistan and
Kazakstan. 31 This enables ranking of health interventions on cost-effectiveness grounds and
provides an empirical basis for deciding what services are to be covered for the entire population
as basic public health services, which personal health services are to be included in the publicly
finded insurance benefit package, and which services will not be covered by public programs
because they are not affordable and/or of low priority.3 2

D. Payment of Medical Care Providers

86. The methods used to pay hospitals, polyclinics, and physicians have important effects on
access to care, economic efficiency, clinical effectiveness, quality of care, and consumer
satisfaction.33 As discussed above, the 18 category normative-based line item budgeting system
and salary reimbursement of medical care personnel provide few incentives for efficiency. FSU
health systems are over-resourced in terms of the large quantity of generally low quality inputs
which are not efficiently used. A disproportionate level of budgets and care are rendered at the
highest and most costly levels of the system as a result of budget norms, greater availability of
supplies, equipment, free pharmaceuticals and the best physicians in higher level hospitals, high
energy and food costs, poor referral and transportation networks, and no penalties for consumers
or physicians for by-passing lower levels of the system. Furthermore, the deteriorating economic
situation has inhibited health authorities from eliminating redundant personnel in the fear of
exacerbating the unemployment situation.

87. Virtually all former socialist economies (FSE), middle income Latin American countries,
and western industrial OECD countries are separating provision from finance, having money
follow patients in the context of an overall global budget, and are adopting incentive-based
medical care provider payment mechanisms.3 4 Experiences from Eastern European countries,

3
1See J. Godinho, "Integrated Cost-Effective Care: The Missing Link Between Community, Primary, and Secondary Health Care," Paper prepared for

the EDI Senior Policy Seminar on Health Reform Implementation in Central Asia, The World Bank, Washington, D.C., 1996.

3
2 See The World Bank, World Development Report: Investing in Health op. cit. In the United States, the State of Oregon facing a limited health

budget for its poor, ranked all interventions on the basis of cost-effectiveness and other social criteria, then opted to cover all the poor with only those
most highly ranked services that had could be afforded under the current budget.

"See H. Barnum et al., "Incentives and Provider Payment Methods,", HROWP 51, The World Bank, Washington, D.C., 1995; S. Jencks and G.
Schieber, "Containing U.S. Health Care Costs: What Bullet to Bite," Health Care Financing Review, Annual Supplement, 1991; and, J.
Langenbrunner et al, op.cit.

1 See G. Schieber, " Preconditions for Health Reform: Experiences from the OECD Countries," Health Policy (32) 1995.
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Russia, the Kyrgyz Republic, and Kazakstan suggest that the incentive-based systems initially
developed and implemented in the OECD countries can work just as effectively in FSE.

88. In Central Asia, the more extensive demonstrations of new provider payment systems have
taken place in Kazakstan, while the Kyrgyz Republic is about to undertake a major demonstration
project in General Practitioner's (GP) fundholding in Issyk-Kul. 3 The experiments to date in
Kazakstan have taken place in the oblasts of Dzheskasgan, South Kazakstan (including Chimkent)
and Kokchetau. The most in depth evaluation took place in Dzheskasgan, where a territorial
medical organization (TMO) representing local providers and facilities restructured the financing,
organization, and payment of health care along several dimensions including:

* implementing a new financing system (health insurance fund) for the employed
through a payroll tax and capitation payments from the state budget for those outside
the labor force

* establishing primary care groups as fundholders who received capitated budgets for
their services which included bonus payments to adjust salaries based on economic
performance

* hospitals were paid on a case-mix adjusted flat payment per diem based on historical
costs

* contracts were developed between all facilities and the TMO, and the TMO signed a
contract with the health insurance fund

89. The results of the experiment were entirely consistent with expectations: primary care
visits increased, the ratio of general practice physicians to specialists in polyclinics increased,
hospital admissions fell by over 25 percent, and the number of hospital beds decreased from 14.7
per thousand population to 10.7. Other less positive results included a significant number of
inappropriate inpatient admissions, continued high referral rates from polyclinics to hospitals, little
increase in hospital efficiency, and no increase in the use of preventive services.

90. Unintended negative effects from reforms in other FSE have included: the non-provision
of services, large volume increases, and rising shares of inpatient expenditures. These problems
occurred because the new payment systems contained design flaws including:

-- no global budgets in physician fee-for-service and hospital case-based payment systems
-- open-ended payments for hospitals, coupled with reduced budgets and payments to lower

levels of the system, resulting in increased inpatient hospital shares

3sSee Lmgenbrunmer et al., op. ci.
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-- no monitoring of necessary referrals and quality in capitation-based systems
-- inadequate training and/or involvement of relevant stakeholders in the design and

implementation phases.

Figure 6

DIFFICULT TO CONTROL SPENDING WITHOUT A SINGLE SET OF PAYMENT RULES
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91. Given the powerful incentives inherent in whatever type of payment system is adopted, it
is important to monitor costs, quality, access, effects across provider types, and effects across
different payers. In order to control costs, it is important to have a single payer or single set of
rules apply to the whole system. Figure 6 above illustrates the difficulties of controlling overall
costs when provider payment methods are not coordinated across payers, giving medical care
providers the opportunity to "cost-shift".

92. Box 2 summarizes issues that need to be addressed in the development and
implementation of provider payment systems. There are a number of issues of particular
importance in Central Asia due to the interest of policymakers in GP fundholding, capitation, and
case-based payments for hospitals.36 First, it is essential to define the package of services which
will be covered under either a GP fundholding or full capitation approach. Second, it is important
to set the average payment at a level that covers the costs of efficiently providing that set of
services. Third, it is important for this capitation rate to be risk-adjusted so that medical care
providers will accept sicker patients. The difficulties of doing this should not be underestimated,

36 Under GP fLindholding a group of primary care physicians is paid a per capita amount per person served to cover the costs of a specified set of
services for a particular period of time. If the service set covers all services, the arrangement is known as capitation.
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as there is ample evidence from the United States of providers accepting only healthier patients,
leaving the sicker more costly cases to the public sector. Fourth, access, quality, costs, and
referrals to other provider levels must be carefully monitored. Moreover, for these systems to
work as planned, there will need to be major system restructuring and retraining/reorganization of
physicians so that cases can be appropriately treated at lower, less costly, ambulatory levels of the
system, which currently lack the diagnostic capacity, supplies, and equipment to function in this
manner.

Box 2: Development and Implementation of Provider Payment Systems

There are a number of important issues in the development and implementation of provider payment systems. These include:

* Define services covered (i.e. benefit package)
* Obtain unit service cost information
* Define an "efficient" level of service provision costs

Evaluate administrative costs of options including costs to payers, providers and consumers
* Choose payment method(s) which may vary by provider type
* Set payment levels to cover costs ofefficient provision
* Develop contracts among payers, providers and consumers
* Develop management information and quality monitoring systems at governmental, payer and provider levels
- Provide appropriate training for government, payer and facility personnel and information to consumers

Develop needed regulatory structure including an appeals process
* Demonstrate and evaluate system in sample facilities, practice settings and geographic areas (i.e. undertake pilot projects)
- Modify the system(s) and implement countrywide
- Undertake needed complementary delivery system restructuring and manpower training reforms

Monitor cost, quality, and access, and revise system periodically as needed

93. For case-based payment systems for hospitals (e.g. diagnosis related groups -- DRGs) the
issues are similar. The rates should be set to cover the costs of efficiently providing the service.
Payments may need to be severity and/or case-mix-adjusted to be sure that more complex cases
are paid higher amounts. Volumes and quality also need to be monitored, especially if there is no
global budget cap since all fee-for-service type systems provide incentives for providers to do
additional services. General increases in admissions, split admissions (i.e. treating the patient
during two separate admissions instead of one), and inappropriate early discharging of patients all
must be monitored. Underlying all this is the need for accurate information on unit costs of health
care, which is often difficult to obtain.

94. The design of provider payment systems is one of the keys to efficiency and long-run
financial sustainability. It is also one of the most complex areas of reform in Central Asia, as
provider payment reform must be accompanied by appropriate management information and

" See J. Hadley and K. Langwell, "Managed Care in the United States: Promises, Evidence to Date and Future Directions", Health Policy (19),
1991.
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quality assurance systems as well as appropriate training of managers at all levels of the system.
On the other hand, even simple changes such as providing facility managers with global instead of
line item budgets and eliminating outmoded staffing norms would result in efficiency
improvements. Delaying reforms in this area because of lack of financing is a shortsighted
response. Without reform, both rich and poor countries will continue to get poor value for the
amounts of money expended.

E. Delivery System Reforms

95. There is a recognized need in Central Asia for restructuring service delivery systems,
reducing and retraining health staff, adopting modern medical treatment protocols, better
targeting of public and environmental health programs, and rationalizing of the pharmaceutical
sector. Reductions of beds is taking place as a matter of economic necessity. However, it is
necessary to develop a strategic approach to hospital rationalization. This would address, among
other things, the need to reduce the excessive specialization and duplication in the hospital
system, promote outpatient care by developing the necessary diagnostic and treatment capacity
including ambulatory surgery centers, and assuring adequate supplies and pharmaceuticals. With
respect to staffing, there are needs for retraining physicians in general and family practice, while
increasing the ratio of nurses to physicians.3 8 Making providers autonomous entities is a first step
in this direction. Kyrgyz Republic is actively moving ahead to restructure its delivery system
assisted by a World Bank project. Provider payment systems being implemented in Kyrgyz
Republic and Kazakstan provide the financial incentives to reinforce delivery system changes.
Whether governments will be able to take the difficult step of eliminating surplus employees,
given the economic climate, remains to be seen.

96. In the areas of basic health services, all the countries have recognized the need to adopt
new treatment protocols, which in many cases reflect ambulatory based treatment regimens and
shorter lengths of stay where hospitalization is necessary. The burden of disease/cost-
effectiveness studies show that the Central Asian countries have a high disease burden from both
pre-epidemiological transition diseases affecting women and children as well as from non-
communicable diseases such as cancer, heart disease, and stroke. A significant part of this disease
burden is attributable to environmental risk factors. Better public and environmental health
programs as well as availability of appropriate equipment and supplies at the primary care/feldsher
levels targeted at acute respiratory infections and diarrheal diseases could have a significant
impact on cost-effectively improving the health status of mothers and children. Similarly,
effective adult prevention programs focused on lifestyles and substance abuse could help reduce
both the current and future costs associated with treating chronic conditions.

3S See M. Hensher, "Rationalization and Management of Hospitals," Paper prepared for the EDI Senior Policy Seminar on Health Reform
Implementation in Central Asia, London Health Economics Consortium, London, 1996.
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97. Quality of care could also be significantly approved by adopting modern quality assurance
systems based on continuous quality improvement models as opposed to the current systems that
rely on sanctions. Such systems are necessary concomitants of provider payment changes and
have accompanied the provider payment reforms currently being developed and implemented in
Kyrgyz Republic and Kazakstan.

98. Another area of importance is the development of policymaking and management capacity
at national and local levels as well as the development of necessary data for decision-making, both
economic and epidemiological. The management needs of a decentralized health system are
complex and interactive. Effective and integrated management structures at the central, regional,
local and individual facility levels are essential. As the health systems undergo reform, it is
essential to assure that necessary data for management of the system are collected and transmitted
to appropriate decision-makers at all levels, including consumers.

99. The appropriate roles of the different financing and health authorities at all levels of
government need to be sorted out. It is important that national governments not abrogate their
public health, staff training, environmental health and quality assurance functions as the transition
to insurance-based and decentralized systems pervades the reforms in most countries. The
Central Asian countries need to develop national health accounts, so that they will know the total
level of resources committed to the health sector by source of payment and type of service.

100. The pharmaceutical sector is also a major area for reform in all six countries. Virtually
all aspects of pharmaceutical production, procurement, management and regulation, rational use
of drugs, and pricing and coverage policies are being targeted for reform in order to assure the
least costly supply of essential drugs.

101. With respect to the procurement and distribution of pharmaceuticals, privatization has
been an important direction of reforms in Central Asia. In Uzbekistan, for example, there has
been significant progress and encouraging results. In 1994 the state monopoly previously in
charge of pharmaceutical procurement and distribution was restructured into a joint-stock
association, "Dori-Darmon." The Government still owns 35 percent of the shares of Dori-
Darmon, which remains the single largest wholesale supplier and distributor of pharmaceutical
products in the country. Also, the vast majority of retail pharmacies in Uzbekistan have been
privatized: either as sole or family-owned proprietorships; or as "collective" enterprises owned by
the employees themselves. In addition, prices on all pharmaceuticals were freed, although
subsequently the Government reintroduced price controls for twenty basic medicines and supplies
which all pharmacies, regardless of ownership, are required to have in stock at all times.

102. Governments in the region are seeking ways to reduce budgetary expenditures on
pharmaceuticals. Privatization of the pharmaceutical sector and the consequent diversification of
sources of financing, by enabling better-off patients to buy pharmaceuticals privately, may allow
financing responsibility to be shifted off the state budget to households. The resulting savings are
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likely to be relatively small, however, given the presently very modest purchasing power of the
majority of the population. Reduced costs through increasing efficiency in the sector will depend
on several inter-related reforms that face many governments all over the world, including: (i)
defining a list of essential drugs; (ii) training physicians, pharmacists and consumers in the rational
use of drugs; (iii) shifting from brand-name to generic drugs; (iv) improving procurement methods
(e.g. international competitive bidding) and improved drug management; and finally (v)
developing sound pharmaceuticals pricing policies (e.g. competition policy). Further thought also
needs to be given to redefining the population groups that receive subsidies for drug purchases.

VII. Conclusion

103. The challenge to the Central Asian countries is to improve the health status of their
populations at a time of economic decline, while maintaining the strengths of the old system in
terms of equity and access. Countries need to maximized the efficiency and effectiveness of their
systems subject to the limited funding available. Since 1990, all countries have faced large declines
in real health spending, and cannot afford the extensive and inefficient systems of the past. Doing
more with less is the name of the game in the short-run.

104. Perhaps most important, in terms of direct improvements in health status, is the need to
restructure current public health activities. This includes maternal and child health programs,
family planning, school health, occupational health, environmental health, adult health promotion
and disease prevention, substance abuse, and road safety. Given serious overall fiscal pressures in
the short term, additional resources to foster these efforts can only be obtained through efficiency
improvements in the current system and formalizing the current official and unofficial systems of
user charges. Efficiency improvements can be achieved by restructuring the over-resourced and
inefficient health delivery systems, providing financial incentives for consumers and providers to
behave efficiently, and introducing modern management and quality assurance systems. The
current system of official and unofficial "user charges" should be formalized so that the
additional revenues flow to responsible health authorities and can be used for appropriate priority
health activities. Such formal user charges should be designed to provide incentives for
consumers to use services efficiently, while at the same time exempting vulnerable populations,
such as the poor, from excessive out-of-pocket payments.

105. Major reforms are also needed in staff training and medical education. Norms of all kinds
-- clinical treatment protocols, facility structural characteristics, and staffing -- must be eliminated
or modernized to improve both health outcomes and give facility managers the ability to manage
their facilities efficiently. Pharmaceutical sectors need to be reformed in terms of procurement,
distribution, management, pricing, rational use of drugs, quality, essential drug lists, and generic
substitution.

106. Much of the reform debate in Central Asia has been focused on financing, particularly
attempts to bring additional non-budget revenues into the system. Of equal importance is the
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need to focus on basic public health activities and delivery system restructuring. One key question
is whether funds can be obtained to make the necessary upfront investments that will lead to
future cost reductions and improvements in health status in the face of declining health budgets.
This is a difficult challenge, but a planned, efficiency-based, transition is likely to lead to better
results than randomly reducing budgets or eliminating capacity on an ad hoc basis. Budget
reductions tend to take a greater toll on polyclinics and primary care in general as hospital care is
regarded as less discretionary. Moreover, the system is controlled by the more prestigious and
better trained hospital-based specialists. Eliminating jobs is difficult in the current economic
environment. Nevertheless, policymakers will need to address all these difficult issues as the
health care systems in Central Asia adjust to changing needs and economic realities. Effective
reforms now will provide the basis for improved health status, adjustment to the epidemiological
transition, improved quality and consumer satisfaction, and long-run financial sustainability.
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Annex 1 Population Projections of the Central Asian States to 2015 page 1 of 2

(beginning-of-year estimates, in thousands)

1990 1995 2000 2005 2010 2015
Total Population
Azerbaijan 7,115 7,420 7,682 7,901 8,099 8,288
Kazakstan 16,618 16,607 16,244 16,735 17,340 17,951
Kyrgyz Rep. 4,334 4,451 4,489 4,700 4,981 5,316
Tajikistan 5,232 5,757 6,276 7,042 7,977 9,083
Turkmenistan 3,611 4,089 4,562 5,080 5,638 6,242
Uzbekistan 20,227 22,467 24,867 27,359 30,063 32,916
Russia 147,662 147,938 143,614 139,433

Urban Population
Azerbaijan 3,856 3,930 3,983 4,046 4,125 4,208
Kazakstan 9,523 9,272 9,059 9,385 9,833 10,330
Kyrgyz Rep. 1,647 1,558 1,531 1,693 1,908 2,179
Tajikistan 1,677 1,611 1,567 1,677 1,869 2,130
Turkmenistan 1,625 1,809 1,941 2,106 2,298 2,521
Uzbekistan 8,212 8,663 9,045 9,555 10,191 10,917
Russia 108,772 107,887 103,833 100,269
Rural Population
Azerbaijan 3,259 3,490 3,699 3,855 3,974 4,080
Kazakstan 7,095 7,335 7,185 7,350 7,507 7,621
Kyrgyz Rep. 2,687 2,893 2,958 3,007 3,073 3,137
Tajikistan 3,555 4,146 4,709 5,365 6,108 6,953
Turkmenistan 1,986 2,280 2,621 2,974 3,340 3,721
Uzbekistan 12,015 13,804 15,822 17,804 19,872 21,999
Russia 38,890 40,051 39,781 39,164
Percent Urban
Azerbaijan 54.2% 53.0% 51.8% 51.2% 50.9% 50.8%
Kazakstan 57.3% 55.8% 55.8% 56.1% 56.7% 57.5%
Kyrgyz Rep. 38.0% 35.0% 34.1% 36.0% 38.3% 41.0%
Tajikistan 32.1% 28.0% 25.0% 23.8% 23.4% 23.5%
Turkmenistan 45.0% 44.2% 42.5% 41.5% 40.8% 40.4%
Uzbekistan 40.6% 38.6% 36.4% 34.9% 33.9% 33.2%
Russia 73.7% 72.9% 72.3% 71.9%
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Annex 1 Population Projections of the Central Asian States to 2015 page 2 of 2

Below working ages (below 16 years)
Azerbaijan 2,479 2,571 2,536 2,435 2,346 2,390
Kazakstan 5,573 5,173 4,928 4,646 4,747 5,086
Kyrgyz Rep. 1,714 1,762 1,732 1,682 1,730 1,882
Tajikistan 2,364 2,661 2,820 3,007 3,363 3,910
Turkmenistan 1,540 1,740 1,874 2,023 2,211 2,451
Uzbekistan 8,687 9,761 10,417 11,095 12,091 13,309
Russia 36,098 32,628 28,153 22,224
Working ages (16-59 for men and 16-54 for women)
Azerbaijan 3,919 3,987 4,175 4,478 4,686 4,647
Kazakstan 9,175 8,906 9,108 9,783 10,031 9,913
Kyrgyz Rep. 2,185 2,165 2,251 2,503 2,686 2,774
Tajikistan 2,470 2,692 2,962 3,512 4,026 4,462
Turkmenistan 1,799 2,110 2,341 2,689 3,001 3,261
Uzbekistan 9,948 11,291 12,406 14,112 15,543 16,649
Russia 83,942 84,205 86,029 88,809
Above working ages (60 and over for men and 55 and over for women)
Azerbaijan 717 922 971 988 1,067 1,251
Kazakstan 1,870 2,086 2,208 2,306 2,562 2,952
Kyrgyz Rep. 435 497 506 515 565 660
Tajikistan 398 472 494 523 588 711
Turkmenistan 272 328 347 368 426 530
Uzbekistan 1,592 1,928 2,044 2,152 2,429 2,958
Russia 27,622 29,978 29,432 28,400
Dependency ratio39

Azerbaijan 81.6 87.6 84.0 76.4 72.8 78.4
Kazakstan 81.1 81.5 78.3 71.1 72.9 81.1
Kyrgyz Rep. 98.4 104.3 99.4 87.8 85.4 91.6
Tajikistan 111.8 116.4 111.9 100.5 98.1 103.6
Turkmenistan 100.7 98.0 94.9 88.9 87.9 91.4
Uzbekistan 103.3 103.5 100.4 93.9 93.4 97.7
Russia 75.9 74.3 66.9 57.0

Defined as the number of those above and below the working ages per 100 persons in the working ages. An
approximate measure of the number of dependents that each worker would have to support.
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Annex 2 Demographic and Health Profiles: International Comparisons 40 page 1 of 3

Figure 1 Total Fertility Rates (TFR)
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40
LIC=lower- income countries (excluding China and India) are those with GNP per capita of $695 or less in

1993; MIC=middle-income countries are those with GNP per capita of more than $695 but less than $2785 in
1993; UMIC=upper-middle income countries are those with GNP per capita of $2785 but less than $8626 in
1993.

Figures are weighted average for the group (World Development Report 1995)
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Figure 2 Infant Mortality Rates (IMR)
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Figure 3 Under Five Mortality Rate (per 1000 live births)
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Figure 4 Crude Birth Rates (per 1000 population)
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Annex 3 Total and Age-Specific Fertility Rates in Central Asia page 1 of I

(number of births per 1000 women in each age group)
Azerbaijan Kazakstan Kyrgyz Rep. Tajikistan Turkmenistan Uzbekistan
1989 1991 Change 1989 1990 Chang 1989 1992 Change 1989 1992 Chang 1989 1991 Change 1989 1990 Chang

under 20 28.8 31.6 9.7% 47.4 51.7 e 9.1% 44.5 55.5 24.7% 38.6 41.5 e 7.5% 22.1 26.0 17.6% 41.6 44.1 C 6.0%
20-24 199.5 223.1 11.8% 214. 217.1 1.1% 271.7 270.0 -0.6% 302.2 261.2 -13.6% 227.7 226.5 -0.5% 286.6 297.1 3.7%
25-29 182.4 179.6 -1.5% 153.8 142.2 -7.1% 212.3 199.8 -5.9% 282.0 226.5 -19.7% 280.9 272.5 -3.0% 237.0 238.7 0.7%
30-34 97.6 96.5 -1.1% 89.4 81.6 -9.1% 135.0 121.9 -9.7% 208.3 163.4 -21.6% 189.4 177.3 -6.4% 147.2 149.0 1.2%
35-39 38.0 36.8 -3.2% 41.9 37.1 -11.5% 69.6 56.0 -19.5% 124.9 93.1 -25.5% 97.6 84.7 -13.2% 69.2 65.2 -5.8%
40-44 10.8 8.7 -19.4% 12.7 10.0 -21.3% 24.9 15.9 -36.1% 55.6 34.1 -38.7% 37.9 28.3 -25.3% 23.2 21.2 -8.6%
45-49 1.0 0.7 -30.0% 1.0 0.9 -10.0% 3.5 3.4 -2.9% 9.0 7.1 -21.1% 4.3 4.4 2.3% 2.9 2.5 -13.8%
15-49 103.1 105.4 2.2% 92.2 87.6 -5.0% 130.5 122.1 -6.4% 172.9 143.5 -17.0% 147.1 140.3 -4.6% 143.1 144.8 1.2%
Total fertility 2.761 2.866 3.8% 2.81 2.719 -3.3% 3.808 3.617 -5.0% 5.082 4.134 -18.7% 4.271 4.088 -4.3% 4.021 4.072 1.3%
79 ces: L
1989: Goskomstat SSSR, Demograficheskiy yezhegodnik SSSR 1990, Moscow: Finansy i statistika, 1990.
1990-1993 (unless otherwise specified): CIS Statistical Committee, Demograficheskiy yezhegodnik 1993, Moscow: 1995 and
CIS Statistical Committee, Demograficheskiy yezhegodnik 1994, Moscow: 1995.
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Annex 4 Age-specific mortality rates in Central Asia page 1 of I

(deaths per 1000 persons in each age gr up)

Azerbaijan Kazakstan Kyrgyz Rep. Tajikistan Turkmenistan Uzbekistan
1989 1993 Chang 1989 1990 Change 1989 1992 Chang 1989 1991 Change 1989 1991 Change 1989 1990 Change

Males e e
Total 6.9 8.2 18.8% 8.3 8.4 1.2% 7.8 7.8 0.0% 6.9 6.5 -5.8% 8.4 8.0 -4.8%1 6.8 6.6 -2.9%
under 5 10.6 9.3 -12.3% 7.7 7.5 -2.6% 11.0 9.8 -10.9% 15.5 14.0 -9.7% 18.9 15.3 -19.0% 12.2 11.2 -8.2%
5-9 0.7 0.7 0.0% 0.7 0.8 14.3% 0.8 0.6 -25.0% 0.8 0.7 -12.5% 1.0 0.8 -20,0% 0.8 0.8 0.0%
10-14 0.5 0.6 20.0% 0.6 0.7 16.7% 0.7 0.7 0.0% 0.6 0.6 0.0% 0.6 0.7 16.7% 0.7 0.7 0.0%
15-19 0.6 3.0 400.0% 1.4 1.3 -7.1% 1.0 1.2 20.0% 0.9 0.8 -11.1% 1.0 1.2 20.0% 0.9 0.9 0.0%
20-24 1.1 4.0 263.6% 2.5 2.3 -8.0% 1.9 1.9 0.0% 1.1 1.1 0.0% 1.8 1.7 -5.6% 1.4 1.5 7.1%
25-29 1.6 3.2 100.0% 2.9 3.1 6.9% 2.9 2.9 0.0% 1.6 1.4 -12.5% 2.4 2.1 -12.5% 2.0 1.9 -5.0%
30-34 2.0 3.2 60.0% 3.6 3.8 5.6% 3.4 3.3 -2.9% 2.1 2.0 -4.8% 2.8 2.9 3.6% 2.4 2.5 4.2%
35-39 3.0 3.9 30.0% 4.8 4.7 -2.1% 4.6 4.4 -4.3% 2.9 2.9 0.0% 4.2 3.8 -9.5% 3.5 3.3 -5.7%
40-44 4.8 5.4 12.5% 6.6 6.5 -1.5% 6.5 6.8 4.6% 4.2 4.1 -2.4% 5.7 6.7 17.5% 4.8 5.2 8.3%
45-49 7.3 8.6 17.8% 10.2 10.4 2.0% 9.2 9.7 5.4% 6.1 .6.4 4.9% 9.5 10.1 6.3% 7.7 7.7 0.0%
50-54 11.7 13.5 15.4% 15.0 15.5 3.3% 14.0 14.6 4.3% 9.0 9.3 3.3% 13.6 14.6 7.4% 11.3 12.0 6.2%
55-59 18.0 20.3 12.8% 22.0 22.5 2.3% 18.7 18.9 1.1% 14.8 14.8 0.0% 21.6 22.5 4.2% 16.9 17.2 1.8%
60-64 26.8 31.1 16.0% 32.8 33.4 1.8% 27.4 29.8 8.8% 20.9 22.6 8.1% 30.3 34.4 13.5% 24.9 25.4 2.0%
65-69 40.5 43.1 6.4% 45.9 44.5 -3.1% 41.1 40.2 -2.2% 31.5 32.4 2.9% 44.8 46.4 3.6% 34.6 34.7 0.3%
70 and over 91.0 95.5 4.9% 100.1 100.1 0.0% 99.5 104.5 5.0% 81.4 80.3 -1.4% 94.2 101.4 7.6% 92.7 92.7 0.0%

Females
Total 5.9 6.3 6.8% 7.0 7.1 1.4% 6.7 6.7 0.0% 6.0 5.6 -6.7% 7.1 6.7 -5.6% 5.9 5.6 -5.1%
under5 9.0 8.0 -11.1% 6.0 5.9 -1.7% 9.0 7.7 -14.4% 13.1 11.7 -10.7% 15.5 12.4 -20.0% 10.0 8.9 -11.0%
5-9 0.5 0.5 0.0% 0.4 0.5 25.0% 0.6 0.4 -33.3% 0.6 0.5 -16.7% 0.7 0.5 -28.6% 0.5 0.5 0.0%
10-14 0.3 0.4 33.3% 0.4 0.3 -25.0% 0.4 0.4 0.0% 0.4 0.3 -25.0% 0.5 0.4 -20.0% 0.4 0.5 25.0%
15-19 0.4 0.6 50.0% 0.7 0.7 0.0% 0.6 0.7 16.7% 0.6 0.5 -16.7% 0.8 0.8 0.0% 0.6 0.6 0.0%
20-24 0.6 1.0 66.7% 0.9 1.0 11.1% 1.0 1.0 0.0% 1.0 1.1 10.0% 1.0 1.2 20.0% 1.0 0.9 -10.0%
25-29 0.8 1.0 25.0% 0.9 1.0 11.1% 1.2 1.3 8.3% 1.2 1.2 0.0% 1.4 1.5 7.1% 1.2 1.0 -16.7%
30-34 1.0 1.3 30.0% 1.3 1.2 -7.7% 1.3 1.6 23.1% 1.6 1.4 -12.5% 1.6 1.6 0.0% 1,4 1.4 0.0%
35-39 1.4 1.5 7.1% 1.7 1.7 0.0% 1.9 1.9 0.0% 2.2 2.0 -9.1% 2.3 2.2 -4.3% 1.9 1.8 -5.3%
40-44 1.9 2.1 10.5% 2.5 2.5 0.0% 2.7 2.9 7.4% 3.1 2.6 -16.1% 3.0 3.1 3.3% 2.6 2.7 3.8%
45-49 3.4 3.0 -11.8% 4.3 4.1 -4.7% 4.1 4.0 -2.4% 4.3 4.2 -2.3% 4.7 4.4 -6.4% 4.1 4.1 0.0%
50-54 5.2 5.9 13.5% 6.2 6.1 -1.6% 6.2 6.9 11.3% 5.4 5.9 9.3% 7.3 7.2 -1.4% 6.4 6.1 -4.7%
55-59 8.4 9.9 17.9% 9.6 9.2 -4.2% 9.2 9.9 7.6% 9.2 9.5 3.3% 11.5 11.8 2.6% 9.8 9.5 -3.1%
60-64 13.8 15.8 14.5% 14.8 14.8 0.0% 14.0 15.7 12.1% 14.1 15.1 7.1% 18.5 19.4 4.9% 14.6 15.6 6.8%
65-69 20.6 23.7 15.0% 24.1 22.9 -5.0% 23.0 22.8 -0.9% 20.4 20.4 0.0% 29.3 30.0 2.4% 22.5 21.3 -5.3%
70 and over 64.7 70.6 9.1% 71.3 71.3 0.0% 71.4 77.1 8.0% 61.1 58.1 -4.9% 71.8 76.4 6.4%1 68.1 68.1 0.0%
Sources and notes:
1989: Goskomstat SSSR, Demograficheskiy yezhegodnik SSSR 1990, Moscow: Finansy i statistika, 1990; 1990-1993 (unless otherwise specified): CIS Statistical Committee, Demograficheskiy yezhegodnik 1993,
Moscow: 1995 and CIS Statistical Committee, Demograficheskiy yezhegodnik 1994, Moscow: 1995. Death rates for those 70 and over for 1989 are actually for 1990 so as to ensure comparability.
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Annex 5 Gender Differentials in Life Expectancy in Central Asia, 1985-94 page 1 of 2

Life Expectancy (total)
1985 1986 1987 1988 1989 1990 1991 1992 1993 1994

Azerbaijan 69.8 70.0 70.2 69.5 70.6 71.3 71.0 68.8 68.6 67.9
Kazakstan 67.5 68.9 68.8 68.5 68.7 68.8 68.3 68.1 66.3 65.8
Kyrgyz Rep. 67.0 69.2 68.6 68.1 68.5 68.8 68.7 68.2 66.7 65.4
Tajikistan 68.7 69.5 69.1 68.4 69.4 69.9 70.4 67.7
Turkmenista 64.6 64.1 65.2 65.1 65.1 66.5 65.5 66.4 64.2 63.9
Uzbekistan 68.0 68.4 68.5 68.4 69.3 69.7 69.0 68.7 67.9

Life Expectancy (Male)
1985 1986 1987 1988 1989 1990 1991 1992 1993 1994

Azerbaijan 65.9 66.3 66.4 65.7 66.6 67.0 66.6 64.0 63.9 62.8
Kazakstan 62.5 64.2 64.2 63.9 63.9 63.9 63.3 63.3 61.2 60.8
Kyrgyz Rep. 63.0 65.4 64.7 64.3 64.3 64.4 64.6 64.2 62.5 61.1
Tajikistan 66.3 67.0 66.8 66.0 66.9 67.2 67.7 64.9
Turkmenista 61.2 61.0 62.0 61.8 61.8 63.0 62.2 63.1 61.3 61.5
Uzbekistan 64.7 65.4 65.6 65.4 66.1 66.3 65.7 65.6

Life Expectancy (Female)
1985 1986 1987 1988 1989 1990 1991 1992 1993 1994

Azerbaijan 73.2 73.2 73.5 73.0 74.3 75.2 75.2 73.6 73.2 73.1
Kazakstan 72.1 73.1 72.9 72.7 73.2 73.4 73.0 72.8 71.5 71.0
Kyrgyz Rep. 70.5 72.4 72.2 71.6 72.4 72.9 72.7 72.1 71.1 69.9
Tajikistan 70.9 71.8 71.2 70.7 71.8 72.5 73.0 70.5
Turkmenista 67.9 66.9 68.3 68.2 68.3 70.0 68.8 69.5 67.2 66.5
Uzbekistan 70.9 71.1 71.2 71.1 72.2 72.9 72.2 71.6
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Figure I Number of Beds and Physicians (per 1000 population)
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Figure 3 Admission Rates (% of population)
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Azerbaijan (lower middle income country)
1990 1991 1992 1993 1994

GDP (million manats) 1/ 1466 2668 24101 157082 1800804
Real GDP (1990 million manats) 1466 1472 1153 887 712

as % of 1990 100% 100% 79% 61% 49%
GDP (million PPP$) 24433 26676 18121 14139 11262

GDP Per Capita (manats) 206 371 3301 21319 242337
Real GDP Per Capita (1990 manats) 206 205 158 120 96

as %of 1990 100% 100% 77% 59% 47%
GDP Per Capita (PPP$) 3426 3712 2482 1919 1516

Public Health Expenditures (million of manats) 43 78 699 4398 45020
% of GDP 2.9% 2.9% 2.9% 2.8% 2.5%
% of Government Expenditures 9.1% 9.5% 10.6% 13.0% 11.0%

Real Health Expenditure (million of manats) 43 43 33 25 18
as % of 1990 100% 100% 78% 74% 72%

Per Capita Public Health Expenditures (manats) 6 11 96 597 6058
Real Per Capita Public Health Expenditures (1990 6 6 5 3 2
manats)

as %of 1990 100% 99% 77% 57% 41%
Per Capita Public Health Expenditures (PPP$) 100 108 72 54 38

GDP Deflator 100 181 2090 17718 252952
Exchange Rate (manats/PPPS) 2/ 0.06 0.10 1.33 11.11 159.90

Notes:
I/ Figures for 1990-92 arc converted to manats based on I manat = 10 rubles conversion rate
2/ Based on (i) 1.835 Rbs/USPPP for manufactured goods in 1990 and (ii) I manat = 10 rubles conversion rate

Sources: World Bank, "Statistical Handbook 1995," Studies of Economies in Transition Paper no. 19,
Washington, D.C., 1995; Goskomstat Statistical Handbook, 1995; World Bank, "Azerbaijan Economic Update,"
Washington, D.C., 1995; World Bank, "World Tables 1995," Washington, D. C.; and World Bank staff estimates.
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Kazakstan (middle-income country)
1990 1991 1992 1993 1994

GDP (million tenge) 93 162 2427 26838 464454
Real GDP (1990 million tenge) 93 86.4 80 70 57

as% of 1990 100% 93% 86% 76% 61%
GDP (million PPP$) 92700 81000 69343 58217 47573

GDP Per Capita (tenge) 6 10 143 1580 27414
Real GDP Per Capita (1990 tenge) 6 5.1 5 4 3

as %of 1990 100% 93% 85% 75% 61%
GDP Per Capita (PPP$) 5554 4823 4088 3427 2808

Total Government Expenditures (million tenge) 52 120 600 6442 75613
Public Health Expenditure (million tenge) 3 7 51 671 9289
% of GDP 3.3 4.2 2.1 2.5 2
% of Government Expenditures 9 10 7 11 10

Real Health Expenditures (million tenge) 3.1 3.6 1.7 1.8 1.1
as % of 1990 100% 119% 55% 57% 37%

Per Capita Public Health Expenditures (tenge) 0.2 0.4 3 40 548
Real Per Capita Health Expenditures (1990 tenge) 0.2 0.2 0.0 0.1 0.0

as % of 1990 100% 118% 54% 56% 37%
Per Capita Health Expenditures (PPP$) 183 203 86 86 56

GDP Deflator (% change over previous year) 100 187 1623 1256 2135
Exchange Rate (tenge/PPP$) 0.001 0.002 0.035 0.461 9.763

Sources: World Bank, "Statistical Handbook 1995," Studies of Economies in Transition Paper no. 19,
Washington, D.C. 1995; World Bank, "World Tables 1995," Washington, D. C., 1995; World Bank, "Kazakstan:
The Impact of Transition on Budgetary Expenditures in Health and Education," Washington, D.C., 1996; and
World Bank staff estimates.
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Kyrgyz Republic (low-middle income country)
1990 1991 1992 1993 1994

GDP (million soms) 43 93 741 5355 12019
Real GDP (1990 million soms) 43 39 33 27 20

as% of 1990 100% 91% 76% 64% 47%
GDP (million PPPS)

GDP Per Capita (soms) 10 21 165 1189 2693
Real GDP Per Capita (1990 soms) 10 9 7 6 5

as % of 1990 100% 90% 74% 62% 46%
GDP Per Capita (PPP$) 3267 3490 2624 2143 1940

Total Government Expenditures 3 5 52 2163 3466
Public Health Expenditures (million soms) 1/ 1.78 3.30 23.39 139.40 386.70

% of GDP 4.1% 3.6% 3.2% 2.6% 3.2%
% of Government Expenditures 55.5% 70.1% 44.6% 6.4% 11.2%

Real Health Expenditure (million soms) 1.8 1.4 1.0 0.7 0.6
as % of 1990 100% 78% 58% 40% 36%

Per Capita Public Health Expenditures (soms) 0.4 0.7 5.2 31.0 86.6
Real Per Capita Health Expenditures (1990 0.41 0.31 0.23 0.16 0.14
soms)

as % of 1990 100% 77.0% 56.6% 39.0% 35.6%
Per Capita Public Health Expenditures (PPP$) 136 124 83 56 62

GDP Deflator (1990=100) 100 238 2267 19543 59797
Exchange Rate (soms/PPP$) 0.003 0.006 0.063 0.555 1.388

CPI 156 955 1309 378
Medical Care CPI 1042 839 387

Note:
1/ Public health expenditures include Consolidated (Republican and Local ) Budget including all ministries,
enterprise spending on health and spending on health through extra-budgetary funds. Data for 1994 include only
the Consolidated Budget.

Sources: World Bank, Kyrgyz Republic, "Health Sector Reform Project," report no. 15181-KG, Washington,
D.C., 1996; World Bank, "Statistical Handbook 1995," Studies of Economies in Transition Paper no. 19,
Washington, D.C., 1995; Goskomstat, March 1994; and World Bank staff estimates.
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Tajikstan (low-income country)
1990 1991 1992 1993 1994

GDP (million rubles) 7347 13407 69551 631161 1717978
Real GDP (1990 millions rubles) 7347 6708 5425 3493 2742

as% of 1990 100% 91% 74% 48% 37%
GDP (million PPP$) 12777 11971 9373 6427 5335

GDP Per Capita (rubles) 1400 2502 12487 113294 301188
Real GDP Per Capita 1400 1252 974 627 481

as % of 1990 100% 89% 70% 45% 34%
GDP Per Capita (PPP$) 2435 2234 1683 1154 935

Government Expenditures (million rubles) 3186 4277 37094 326532 945245
Public Health Expenditures(million rubles) 354 608 3611 34297 110059
% of GDP 4.8% 4.5% 5.2% 5.4% 6.4%
% of Government Expenditures 11.1% 14.2% 9.7% 10.5% 11.6%

Real Public Health Expenditures (1990 million rubles) 354 304 282 190 176
as % of 1990 100% 86% 80% 54% 50%

Per Capita Public Health Expenditures (rubles) 67 113 648 6156 19295
Real Per Capita Public Health Expenditures 67 57 51 34 31

as% of 1990 100% 84% 75% 51% 46%
Per Capita Public Health Expenditures (PPP$) 117 101 87 63 60

GDP Deflator (1990=100) 100 200 1282 18071 62660
Exchange Rate (rubles/PPP$) 0.575 1.12 7.42 98 322

Sources: World Bank, "Statistical Handbook 1995," Studies of Economies in Transition Paper no. 19, Washington,
D.C., 1995; World Bank, "World Tables 1995," Washington, D.C., 1995; World Bank, "Tajikistan, A country in
Transition: An Economic Update," Washington, D.C., 1996; World Bank, "Tajikistan," World Bank Country
Study, 1994; State Statistical Committee of Tajikistan; and World Bank staff estimates.
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Turkmenistan (upper-middle-income country)
1990 1991 1992 1993 1994

GDP (million manats) 15.2 29.4 565 10000 141000
Real GDP (1990 million manats) 15.2 14.4 13.7 12.4 10.0
as% of 1990 100% 95% 90% 82% 66%

GDP Per Capita (manats) 4 8 148 2351 32332
Real GDP Per Capita (1990 manats) 4 4 4 3 2
as % of 1990 100% 92% 86% 69% 55%

Total Government Expenditures (million manats) 6 11.792 378 2172 15287
1/
Public Health Expenditure (millions of manats) 0.6 1.1 11.6 182.5 1639.5

%of GDP 2/ 3.7% 3.7% 2.0% 1.8% 1.2%
% of Government Expenditures 9.1% 9.2% 3.1% 8.4% 10.7%

Real Health Expenditure (million manats) 0.6 0.5 0.3 0.2 0.1
as % of 1990 100% 94% 50% 40% 21%

Per Capita Health Expenditures (manats) 0.2 0.3 3.0 42.9 375.9
Real Per Capita Health Expenditures (1990 0.2 0.1 0.0 0.0 0.0
manats)

100% 92% 47% 34% 17%
GDP Deflator 100 204 4123 80645 1410000

Notes:
1/ Central budget data from IMF, except for 1990 and 1991 from Ministry of Economics and Finance.
2/ If reported GDP is not adjusted for world market prices for its exports, the 1994 figure is 2.7% of GDP. Such
adjustments have little or no effects in preceeding years.

Sources: World Bank, "Statistical Handbook 1995," Studies of Economies in Transition Paper no. 19, Washington,
D.C., 1995; World Bank, "Turkmenistan: Rationalizing the Health Sector, "Washington, D.C., 1996; World Bank,
"Turkmenistan," World Bank Country Study, 1994; World Bank and IMF staff estimates.
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Uzbekistan (lower - middle income country)
1990 1991 1992 1993 1994

GDP (million sums) 32 62 447 5095 56828
Real GDP (million sums) 32 32 29 28 27

as %of 1990 100% 99.5% 89% 87% 83%
GDP (million PPP$) 57549 61500 55875 54202 53011

GDP Per Capita (sums) 1.6 3.0 21.1 234.8 2560.7
Real GDP Per Capita (1990 sums) 1.6 1.6 1.4 1.3 1.2

as %of 1990 100% 98% 85% 81% 76%
GDP Per Capita (PPPS) 2832 2970 2635 2497 2389

Total Government Expenditures (million sums) 14 22 224 1892 24804
Public Expenditures on Health (million sums) 1.5 2.8 21.1 210.4 2255.8

% of GDP 4.6% 4.6% 4.7% 4.1% 4.0%
% of Government Expenditures 10.7% 12.7% 9.4% 11.1% 9.1%

Real Public Health Expenditures (1990 million sums) 1.5 1.5 1.4 1.2 1.1
as %of 1990 97.8% 90.3% 77.2% 71.6%

Per Capita Health Expenditures (sums) 0.07 0.14 0.99 9.69 101.65
Real Per Capita Health Expenditures (1990 sums) 0.07 0.07 0.06 0.05 0.05

as % of 1990 100% 96% 87% 72% 66%
Per Capita Health Expenditures (PPP$) 131 135 124 103 95

PPP (sums/US$) 0.0006 0.001 0.008 0.094 1.072
GDP Deflator (1990 = 100) 100 191 1558 18176 210079

Sources: World Bank, "Statistical Handbook 1995," Studies of Economies in Transition Paper no. 19, Washington,
D.C.; 1995; World Bank and IMF staff estimates.
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