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ABSTRACT

MICRO AND MACRO ASPECTS OF
HEALTH ECONOMICS IN TURKEY

There has been a major shift in economic policies in Turkey after 1980. The
Structural Adjustment Policies implemented in this context required an increased role for
the market and a reduced role of the state in economic activities. These policies caused
increased poverty, impeded social development, particularly in terms of the health services.
A significant observation as to the post 1980 health sector in Turkey has been inequity in
finance and provision of health care. The government health expenditures could not be
reduced and health service provision could not be improved.

Equity is both an analytical tool for assessing public responsiveness to the health
care needs of the population and an objective for the health sector. Due to imperfections in
the functioning of the health care market, there is a need for government activity. As such,
equity guides government in areas requiring intervention to improve finance and provision
in health services. Health care resources should be allocated according to need, where they
are needed most. In this way, improved equity in health sector brings increased efficiency.
Based on the data derived from a Health Services Utilization Survey (1992), the findings of
the equity analysis of the health sector in Turkey indicated that access to health services has
been significantly restricted in terms of financial status and geographical location.

The study also queries the relevance of health status, as representative of human
capital, in testing convergence in growth rates among provinces in Turkey. A Chronic
Disease Index (CDI) is derived from the aforementioned equity analysis and used in
convergence estimation. The findings suggested that the differences in health status have
been effective in explaining conditional convergence among provinces. The CDI also
constitutes a better indicative, as compared to conventional development indices, for sector
specific intervention requirements. This implies that an equity-based measurement provides
a better guidance in meeting sectoral requirements.

v



GENEL BILGILER

Isim ve Soyadi : Zeynep Giildem Okem

Anabilim Dali : Iktisat (Ing)

Tez Danigmani : Prof. Dr. Fatma Dogruel

Tez Tiirii ve Tarihi : Doktora — Fabruary, 2007

Anahtar Kelimeler : Saglik Ekonomisi, Hakkaniyet, Biiylime, Yakinsama
0z

TURKIYE’DE SAGLIK EKONOMISINIiN
MIKRO VE MAKRO BOYUTLARI

Tiirkiye’de ekonomi politikalarinda 1980 sonrasinda 6nemli bir degisim olmustur.
Bu cercevede, pazarin roliinlin artmasini ve devletin roliiniin azalmasini 6ngdren Yapisal
Uyum Politikalar1 uygulanmistir. Bu politikalar yoksullugu artirmis, oOzellikle saglik
sektorii acisindan sosyal kalkinmayi geciktirmistir. 1980 sonras1 Tiirkiye’de saglik
sektoriinde goze carpan bir 0Ozellik, saglik finansman1 ve hizmet sunumunda
hakkaniyetsizliktir. Devletin saglik harcamalar1 azaltilamamis ve saglik hizmeti sunumu
gelistirilememistir.

Hakkaniyet, devletin toplumun saglik hizmeti ihtiya¢larin devletce
karsilanabilmesinin degerlendirilmesinde analitik bir aractir. Aym1 zamanda saglk
sektoriiniin ulagmak istedigi bir hedeftir. Saglik hizmet pazarinin serbest piyasa
kosullarindan farklilagsmasi nedeniyle, devletin etkinligine gereksinim vardir. Bu kapsamda
hakkaniyet hedefi, devletin saglik hizmetleri finansmani ve sunumunun gelistirilmesinde
etkinlik gostermesi gereken alanlarin belirlenmesinde yol gostericidir. Hakkaniyetin
saglanmasinda, saglik sektorii kaynaklari en ¢ok ihtiyag duyulan alanlara ve ihtiyaglara
gore dagitilmalidir. Boylelikle, saglik hizmetlerinde hakkaniyetin gelistirilmesi,
verimlilikte de artis getirecektir. Bu calismada Saglik Hizmetleri Kullanim Arastirmasi
(1992) verileriyle yapilan Tiirkiye saglik sektoriinde hakkaniyet analizinin sonuglari, saglik
hizmetlerine ulasilabilirligin finansal ve cografi yerlesim acisindan oldukca kisitli oldugunu
gostermistir.

Bu ¢aligmada ayrica, beseri sermayeyi temsil eden saglik statiisiiniin, Tiirkiye’de
illerin biliylime hizlarinin yakinsamasi testinde anlamliligi da sorgulanmistir. Yukarida
anilan hakkaniyet analizinden bir Kronik Hastalik Endeksi (KHE) elde edilmis ve
yakinsama tahmininde kullanilmistir. Sonuglar, iller arasindaki kosullu yakinsamanin
aciklanmasinda saglik statiistindeki farkliliklarin etkili oldugunu gostermektedir. Ayrica,
sektorel miidahale gerekliliklerinin belirlenmesinde, KHE nin gelisme endekslerine gore
daha iyi bir ara¢ oldugu gosterilmistir. Bu, hakkaniyete dayali Olglimlerin sektorel
ihtiyaglarin karsilanmasinda devlete daha yol gosterici islev gordiigii anlamina gelmektedir.
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1. INTRODUCTION

Can poverty reduction help sustained economic growth in a developing country?
In an age when neo-liberal strategies are criticized for having caused worsened income
distribution and increased poverty, what are the possible remedies, other than sketchy
poverty reduction schemes, to the negative impact of the structural adjustment policies
(SAPs) on social sectors? If increased poverty is a major consequence of the neo-liberal
strategies, including the SAPs in developing countries, then, is not poverty reduction both a

problem posed and a solution suggested by neo-liberalism itself?

In the 1950s and 1960s, the approach toward poverty alleviation was growth
oriented. However, the practical experience in different countries proved the ineffectiveness
of this approach and the agenda shifted on to the importance of the improvement of human
capital for development. In the 1970s, the debate focused on directly targeting the poor,
accompanied by a parallel debate on the provision of basic needs and redistribution with
growth (Pfeffermann, 1991). The basic needs approach broadened the scope on poverty
alleviation and emphasized the importance of social indicators, such as health status and
literacy, which were considered as important as income growth in poverty reduction (Carrin

and Politi, 1996).



The criticism toward the neo-liberal growth strategy in the 1980s focused on the
increased number of the poor. The growth process had produced an opposite effect on
poverty by increasing the gap between the poor and the rich. Most of the public
intervention and investment promoted the relatively better-off sections of the society and
resulted in an exclusion of the poorest (Kurian, 1989). Hence, poverty reduction has always
been a most debated component of the neo-liberal growth strategy as well as its most

frequent consequence.

Can health status be a meaningful component of human capital in the neo-classical
growth formula? If so, can equity in health sector provide a reliable mediation? In the
context of developing countries, may equity in health sector be considered mutually

exclusive with poverty reduction schemes?

There are numerous societal factors affecting the health status; population health
dynamics, economy, education, social infrastructure and environment as well as the
availability of health services (Carrin and Politi, 1996). In order that the social and
economic policies influence the level of health status, first, the development strategies and
policies at the macro level should be equity-oriented. These must ensure human capital
development as well as economic development through health services and education
(Gunatilleke, 1995). Secondly, social sectors should be protected in economic restructuring
by more liberal market-oriented policies (Ranis et al, 2000). Gunatilleke (1995) emphasized
the significance of expanding access to health care and primary education in attaining
higher levels of well-being. Hence, the equity oriented development should comprise

primary health care and primary education for effectively reducing poverty.



Why is equity in health sector so significant? What is its relevance, particularly in
a medium income country like Turkey, which has been “structurally adjusting” for over
two decades that aimed at reducing government expenditures by encouraging ‘“‘cost-
effectiveness” and “efficiency” in public services including the health sector? Despite its
extensive discourse on equity, has the health reform in Turkey since the early 1990s

succeeded in ensuring its enhancement?

In trying to understand the framework drawn by the questions above, this study
aims at investigating micro and macro aspects of health economics in Turkey with
particular reference to equity in health sector. In doing so, the context of the study has been
framed over Turkey’s experience with the SAPs since the early 1980s in terms of their

effects on health sector.

Within this contextual framework, we have analyzed equity in health sector in
Turkey, considering its basic dimensions including finance and provision of health services.
This analysis is based on data derived from the Health Utilization Survey (HUS) conducted
in 1992. The main objective of this analysis has been to demonstrate structural inequalities
in health sector in Turkey. This has been instrumental in understanding how and why
equity can be relevant in enhancing the responsiveness of the health sector to the health

care needs of the population.



We have also tried to carry our findings from the above mentioned analysis over to
a larger framework involving the relevance of equity in enhancing health status, hence

human capital.

The scope of this study is not unrestricted as to the analysis of the effects of the
SAPs. There has been an extensive literature regarding the SAPs and their effects on
income distribution, employment, prices and so on. We have relied on the evidence
provided by various studies analyzing these effects and avoided an extensive endeavor in
this respect. Similarly, the scope of our analysis remains in a more limited context as to the
health sector in Turkey rather than an attempt to assess the economic policies in the past
three decades. Nor it claims an analytical introduction to the public expenditures in general.
We have also refrained from assessing every dimension the health status or the health
system may have involved in Turkey. Hence, our concern in this study excludes other
important dimensions of the health sector such as the service quality or other aspects that
affect the health status such as environmental pollution, food safety, sanitation, security and

life style.

This study, therefore, is a contextual analysis that tries to locate equity among the
central aspects in ensuring the enhancement of responsiveness of the health system to the

needs of the population. While doing so our basic arguments will suggest the following.

Firstly, despite their declared objectives in ensuring sustainable growth while
reducing public expenditures, the SAPs have brought adverse outcomes in many countries,

including Turkey (Rapley, 1996: 80; Cornia et al., 1987; Aricanli, and Rodrik, 1990; Kanji



et al., 1991; Huddle, 1997; Handa and King, 1997 and 2003; Cleaver, 2000; Caliskan,
2005). Since the early 1980s through the early 2000s, the government expenditures in
health have increased, but there has been no improvement observed neither in efficiency
nor equity in health services. As in many other countries, the SAPs brought increased
poverty and poverty alleviation schemes consecutively in Turkey. A most striking example
has been the Green Card (GC) scheme in 1992, which, in turn, has been a major cause of
increased health expenditures in time. The GC, on the other hand, has failed to address
effectively the poor. The SAPs also brought a reform need in the health sector which could
not be translated into a comprehensive framework with clearly defined policy preferences
and measurement capabilities. Equity has not been immune to these deficiencies, despite
the intensive discourse on its significance. It was neither clearly defined, nor any effective
measurement mechanism and criteria have been devised for its operation. We would argue
that an equitable health care would bring efficiency in both provision and finance as well as
it would address the health needs of the population, hence, it would render poverty

alleviation schemes like the GC unnecessary.

Secondly, in developing countries, there is a problem of welfare which extends
beyond the concerns of economic growth. In a medium income country like Turkey, there
are geographical locations and socio-economic groups that completely lack basic welfare
benefits, such as primary schools, health units, roads, electricity, water and sanitation.
Hence, the issue for the population concerned is more of an existential nature than the
efficiency or effectiveness of an existing service, which does not exist. Addressing these
needs naturally require government intervention. The extent, timing and targeting of such

intervention can be measured and defined by an equity analysis. Hence, equity is always



relevant and significant in terms of the responsiveness capability of the government to the

needs of the population, even if it lacks adequate resources to redistribute.

Thirdly, it should be borne in mind that the basic assumption of the neoclassical
theory that presumes perfect market conditions may not explain fully the nature of health
care market. There is imperfect information in the market due to a vast asymmetry of
information between the providers and users (Maynard, 1979). Users also lack the capacity
of knowing when, what and at which cost their needs would occur, hence the demand is
uncertain. There is also an induced demand outside the control of the user himself. The
providers, i.e. doctors, determine the extent of demand. In health economics, this is called
an ‘agency relationship’ to denote the suppliers of health care are also act as an ‘agent’ of
the demanders. Due to his knowledge and power, physicians make both supply and demand
decisions (Williams, 1986: 5). Furthermore, entry and exit in the ‘market’ is restricted.
Users and providers meet over normatively defined, i.e. professionally determined needs,
rather than felt needs (Le Grand, 1987; McGuire et al. 1992; Culyer and Wagstaft, 1992a).
Hence, goods and services in the health sector cannot be traded and treated in perfect
market conditions. Health and health care create externalities. Therefore, some degree of
government regulation is essential in the health sector (Klein, R., 1988; Donaldson and
Gerard, 1994: 21; Culyer, 1991; Culyer and Wagstaff, 1992b). Yet, none of the above
implies that individuals irrational in seeking health care. Their rational choice, however, is

restricted to their knowledge.



A fourth point in line involves that an efficient allocation of resources in provision
and finance in health sector may not be sufficient in producing the desired impact toward
the improvement of the overall health status (Gilson, 1988). Due to the limited nature of the
public resources, the government intervention in health sector needs to be a calculated one
which also takes into account the health care needs of the population. Equity provides this
capability by increasing the responsiveness and targeting capacity in the health sector. In an
equitable health system the government maintains a constant information and measurement

mechanism as to the sectoral and geographical needs requiring intervention.

Fifth, increased health expenditures do not mean an improvement in health status
(The WB, 1993: 54; Murray et al. 1994). On the other hand, if equity means an enhanced
responsiveness to the health care needs of the population, then any improvement in equity
will mean improved health status. This will in turn reflect positively on the human capital.
Human capital, which has become an important issue in the neo-classical growth literature,
is often perceived as education. Health, however, as suggested by some scholars, should
also be considered as an important factor in the composition of human capital (Schultz,
1961; Mushkin, 1962). The problem then, given the peculiarities of the health care market
referred above, is how should we make a desired improvement in health status measurable?
Equity in health care provides an answer by defining sectoral intervention areas in a

calculated manner.

Lastly, the neo-classical interest in human capital as to its contribution to growth
may be worth a reconsideration from another angle. That is, how can economic growth

contribute to the improvement of human capital and hence, the health status. We believe



equity can play a two way function here. With a growth induced improvement in the
provision and financial capabilities of the public sector, the health care needs can be
responded with an enhanced fairness and efficiency. Hence, equity is a two way framework

that may help to redistribute growth to those who need.

In the following chapters we have initially tried to provide a framework to
understand the relevance of equity in health sector in Turkey in a historical context since
the 1980s. In Chapter Two, the effects of the SAPs on the health sector in Turkey have
been categorized into direct and indirect effects. As to the direct effects, it has been
revealed that the government expenditures in health sector followed a gradual downfall
until the mid-1980s as originally intended. However, a recovery observed toward the end of
that decade continued, apart from the years of financial crises. A consideration of the
composition of the health expenditures revealed that this increase was mainly induced by
the indirect effects of the SAPs, such as increases in salaries and the costs of imported
pharmaceuticals due to continued inflation and devaluation respectively. The financing
pattern, on the other hand, started to restructure as the share of government financed health
services relatively decreased, premium financed share increased. In the meanwhile, the
overall coverage started to expand which was further accelerated by the introduction of the
GC scheme in 1992. The GC scheme was originally intended as an anti-poverty measure as
it did not cover ambulatory care and drug expenses. The composition of government
expenditures by type also changed at the expense of preventive services. This meant that
the resources have been allocated to more costly curative services and drug expenditures.
The preventive services which form an essential part of the public responsibility in health

sector have been fatally neglected. In almost more than two decades, there has not been any



improvement in health service provision indicators, such as population per doctor and per
bed. Similar findings also applied to basic health indicators. Regional disparities persisted

in the allocation of health care resources.

Chapter Three involves an assessment of equity in health sector in Turkey. To do
so, we have introduced a conceptual framework reviewing the theoretical origins and
operational dimensions of equity. Equity in finance and provision of health services in
Turkey is assessed by using data derived from the HUS conducted in 1992. Equity in
finance should not be separated from its impact on health service provision. The type of
financing mechanism determines who benefits by how much, for what and through which
mechanism in a health system (Cumper, 1986). The structure of a financial system has
effects on suppliers via the payment methods and users through the incentives or

disincentives created by the system.

The assessment of equity requires determining who is bearing the financial burden
to access health services and who benefits from health services. In terms of finance, it is
measured as the percentage of insurance coverage of the population and out-of pocket
payments made by different socio-economic groups in financing health services. In terms of
provision, equal provision ensures equal opportunity to access to the health services within
the population. Individuals from different socio-economic groups or regions should not be
adversely affected neither in expressing their health needs, nor in their access to and
utilization of health services. The consumer choice as to the type of health services
available (public or private) and equal utilization for equal need among different groups in

the population are the measurement criteria for equity in health service provision. Factors



in expressing health care needs and utilization patterns of health services can be determined
by logistic regression estimates. Based on these estimation, we have drawn a chronic
disease index (CDI) for each province in Turkey. This index has served us an illustration of
the health care needs of the population incorporating all socio-economic effects and

regional disparities.

The inequity problem in Turkey arises mainly from the inequalities in health
insurance coverage and the geographical distribution of health care resources. The health
insurance is linked with employment status and having regular jobs. Even among the
insured there are inequalities in the utilization of health services. The intensity of out-of-
pocket payments especially in the lower income quintiles indicates high inequalities in
finance. This is also valid for the insured. Having insurance does not necessarily provide a
protection against the costs of health services. The financial problems have been the most
frequently expressed reason for not using health services. The health system in Turkey has

not been responsive to the health care needs of the population.

The fourth chapter is an attempt to test the role of health status as a representative
of the human capital in convergence in growth rates among the provinces of Turkey. The
CDI is used as an indicator for health status in each province. It reflects the effects of socio-
economic variables, demographic variables and regional variations in probability of
reporting chronic disease. An overall comparison of the provinces in terms of the CDI
indicates the inequalities in the health care need. The simple ordinary least squares (OLS)
results suggest that there has been a convergence in gross value added per employee among

the provinces conditional on health status (i.e. the CDI) and when steady state factors are
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controlled with regional dummies. The result supported the need to improve equity in the

health system which will also improve convergence in growth rates of provinces.

While drawing our framework in the above, we have considered the viability of
reversing the relationship between the health status as a component of human capital and
growth. Does growth improve health status? The effects of an increase in GDP can be
inequitable and may not result in an improvement in the living conditions of the people.
This is particularly a chronic problem for the vulnerable sections of the population (Kurian,
1989). There are many studies proving that economic growth does not always lead to an
improvement of the well-being indicators. Having attained important GDP growth rates,
Brazil and Pakistan were unable to improve their health and educational indicators
compared to other countries with similar GDP per capita (Syquire, 1993). Despite their
positive growth rates in the 1990s, most of the countries in Latin America could not reduce
poverty (Birdsall and Londono, 1997). Countries with severe inequalities have not
successful in reducing poverty due to distribution and access problems in basic services,
such as health and education (Lipton, 1997). Hence, the key to understand the analogy that

flows from economic growth to health status is a more equitable health system.

Similarly, in order to understand the mechanism for inducing growth by improving
health status, equity also constitutes a useful analytical tool. In the absence of such analysis,
we may easily run the risk of oversimplification. Atun and Giirol (2005) argue that, health
expenditures contribute to economic growth and should be seen as an investment.

However, as per the findings of our analysis, we shall argue that it would be misleading to
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assume increased expenditures bring improved health status, unless equity is included as a

primary objective for the health sector.

We believe health economics constitutes a viable and indispensable area of

research. It should be studied more extensively and in larger detail in developing countries

where the problems of equity and efficiency persist.
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CHAPTER 2.

A FRAMEWORK FOR AN APPRAISAL OF THE HEALTH

SECTOR IN TURKEY AFTER 1980s

In the decade preceding the 1980s, most of the developing countries operated on
sizeable balance of payments deficits, because the cost of imports required for the
industrialization process were not fully met by export earnings. This deficit was covered by
capital account surpluses, caused by a resource transfer from developed nations in the form

of private loans, private investments by multi-national corporations and foreign aid.

In the early 1980s, current and capital account deficits increased sharply in the
developing countries. The current account deficit was related to the trends in the volume of
trade in 1970s. The capital account deficit was mainly due to the debt crisis in the Third
World in the early 1980s, particularly in the Latin American countries. In terms of the
donor countries and institutions, the debt crisis resulted in an overall caution and reduction
in the international development assistance. Hence, the introduction of “structural
adjustment policies” (SAPs) proposed by the World Bank for the heavily indebted Third

World countries had originally been a precautionary policy measure.
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The 1980s witnessed broad changes in the economic policies of Turkey as well as
other developing countries. The rationale behind these was to achieve a sustainable growth
through stable macro-economic conditions and to restore internal balance. The former
import substitution policies which relied heavily on the state role in economic activities
were replaced by an export led industrialization strategy which relied extensively on market
forces. As a traditionally borrowing country, Turkey’s macroeconomic policies needed to
be consistent with the SAPs, which required a modification of the structure of the economy
through an increased role of the market. This could be achieved through trade and financial
liberalization, a reduction in aggregate demand and a strong regulatory role for the state in
economic activities. A tight fiscal policy, i.e. the so-called austerity measures, accompanied
by a limited public spending, brought contraction in public sector investments, employment
opportunities, suppression of wages and social expenditures, especially in education and

health.

Ever since their introduction, the structural adjustment policies have been a cause
of concern about their effects on social development. In Turkey, the size of contraction in
the public sector through reducing employment opportunities and social expenses resulted
in high levels of unemployment and a widening gap between the poor and the rich. The
decline in education and health spending hampered the improvement of human capital. The
measures also led to a reduction of private consumption in the short run through changes in
trade and exchange rate regimes, taxes and subsidies. Continued devaluation adversely
affected the income distribution. Increasing price of the imported goods led to higher costs

in imports. As the wages were kept constant, the purchasing power of workers declined and
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consequently, the domestic demand contracted. Another distributional effect of the
devaluation was a rise in exporters’ earnings and importers costs. In the long term, the
devaluation sharply increased the cost of borrowing from abroad, which further led to a
decline in the economic activity and a rise in the price level. Reducing the role of the state
in economic activity and promoting privatization in order to improve efficiency reinforced
monopolistic profits that further deteriorated the income distribution (Rapley, 1996: 80ff).
Hence, in parallel to the reduced public expenditure, private spending for health especially

among the poor increased due to worsened income redistribution.

The foregoing criticism suggests that the success of the said policies required
complementary and regulatory role for the government in economic activity in order that
the destructive effects of a sheer economic liberalization on income distribution could be
alleviated. The government needed to improve the operation of the market, to develop a
sufficient infrastructure and to ensure that the investments kept apace. It had to strengthen
the industry without retarding the agriculture. More importantly, government was to
guarantee a better income distribution. For a successful ‘adjustment’, investing in people
was necessary. The government expenditures on health and education must not only be

protected, but also be allocated in a way to expand these services to the poor.

This chapter aims at providing a general framework for an analysis to the impact
of macroeconomic adjustment and stabilization policies on social development with

particular reference to the health sector in Turkey after 1980. Following a brief
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consideration of the role of the public sector as a spending agent in line with the SAPs, the
discussion will extend on to the public sector as a producing agent in health services. In
doing so, we shall provide an overview of the health services to consider the pattern of
health expenditures in Turkey. We will then try to assess the health expenditures based on
their finance and provision. We shall present the main health status indicators which are

affected by the said policies in order to explore more on welfare implications of the SAPs.

21 An Overview of the Implications of the Structural

Adjustment Policies on Human Capital

A reduced role for the state both as a spending agent and as a producer of goods
and services carries with it an in-built concern that the stabilization and adjustment results
in lower health expenditures and adverse effects on health status, particularly of the poor.
One line of argument typically represented in a well-known study by Cornia et al. titled
Adjustment with a Human Face (1987) emphasizes that the adjustment affect adversely the
level of living conditions of the poor. The study, basing on ten cases, concludes that the
adjustment have generally caused an erosion in the living conditions of the poor and
deteriorated nutritional status of children. The criticism leveled by Cornia et al. in their
study targets the early adjustment policies and suggests the need to look at alternative

approaches that protect the most vulnerable groups in the society.
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In a counter argument titled Adjustment Lending Revisited, published by the World
Bank in 1992, Corbo et al. (1992) concluded that adjustment contributed to a growth in the
gross domestic product (GDP) of the countries that used adjustment lending intensively and
hence the living conditions improved toward the late 1980s. Their findings, however, were
contradictory as the share of investment in GDP actually decreased in these countries,
hence the government education expenditures and school enrollment fell in some other
cases. A lower income level, increased prices and reduced government expenditures
deteriorated the living conditions, which in turn were reflected in infant mortality rates,

worsening nutritional status of the children and falling literacy rates (Kanji et al., 1991).

The implicit consensus in these studies is the need for investing in people for a
sustainable development and a successful structural adjustment. It follows that the public
expenditures on health and education need to be protected and expanded to the poor.
Correspondingly, since the early 1990s, a greater emphasis has emerged for poverty
alleviation in the World Bank agenda. Earlier lending had primarily aimed at improving
health services through spending directly on hospitals, health centers, medical supplies and
equipment (Summers and Pritchett, 1993). Since these facilities were mostly serving the
better-off, this strategy exacerbated the inherent inequalities and inefficiencies in the health
sector. Hence, a social conditionality was introduced in the adjustment loans. In fact, the
idea of the role of human development in growth process through human capital
accumulation acquired primary importance in the late eighties. This idea suggested that the

social costs of adjustment could be reduced through the introduction of social safety nets
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and a reallocation of public social spending to primary education and primary health care

without increasing the fiscal burden (Birdsall and Londono, 1997).

In a report published in 1990, the World Bank recommended a new strategy,
emphasizing poverty reduction and short-term poverty elimination (World Bank, 1990).
This strategy encompassed the acceleration of economic growth, the provision of social
services targeting the poor and creation of social safety nets. One of the main
recommendations in the 1990 report for rapid and sustainable progress on poverty

alleviation was the provision of basic social services to the poor.

The emphasis on poverty by the World Bank in the early 1990s was followed by
the Bank’s affirmed stance on investing in health, which was also chosen as the main topic
for the 1993 World Development Report (The World Bank, 1993). The 1993 report focused
on the improvement of health status in developing countries. In order to allow for a ‘cost
effective’ increase in public spending, particularly in primary health care, family planning,
nutrition and primary education, the report proposed three policies. The first one aimed at
promoting growth to ensure income gains for the poor and expand investment in education.
The second proposal involved health resources be directed toward more cost-effective
programs and the last one encouraged the private sector involvement and competition for
the finance and delivery of health services. Hence, reforming their health sector accordingly

was an ultimate objective set for the developing countries.
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As the emphasis on health continued through the nineties, in a report titled Health,
Nutrition and Population Sector Strategy, the Bank proposed a three-pillar scheme which
entailed the protection of the population from illness, malnutrition and high fertility. In
addition, equitable access to health services and sustainability of health care financing were

to be encouraged. (de Beyer et al., 2000).

Labonte and Schrecker (2004), however, refer to the fact that, despite the growing
literature on health reforms, the World Bank itself has also acknowledged the dramatic
decline in the health status in Central Europe and the former Soviet Union in a bid to
reform their health services. Indeed, the recent trend toward globalization has brought new
facts and risks in health status. Globalization, when defined as growing interconnectedness
of the world economies and societies, has affected health status by changing the structure of
the national economies and the household, the health systems and related risks. The
increasingly free movement of capital and labor affects health status in medical and
economic terms. The developing countries are more prone to those risks, to the economic
ones in particular, since the financial crises induced by rapid capital movements have
accelerated the growth of poverty (Kickbusch, 2000). Hence, the G7 countries who also
dominate the IMF and the World Bank, have tried to address the said decline and risks by
announcing in 2000 the “international development goals”, later known as the “Millennium
Development Goals”, which included health-related objectives and poverty reduction in the

world (Labonte and Schrecker, 2004).
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2.2 Analyzing the Cost of Adjustment to the Health Sector

Health status primarily depends on access to health services (Evans and Stoddart,
1990). However, the link between health and socio-economic variables cannot be ignored
as these factors are highly influential to the access and demand for health services.
Individuals belong to lower socio-economic groups (low level of education, unemployed,
low income) have worse health status on average. However, they have lower access and
demand for health services than those with higher socio-economic groups (Maynard, 1979;
McPake, 1993; Burstrom, 2002; Jowett et al, 2004). Government directly affects health
status by financing of health services and providing health care. In addition, government
influences health through the policies connected with household income and educational

level (Mesa-Lago, 1997).

The nature of the health care market differs from others in terms of its goods and
services as a government involvement is needed in the health sector. Health constitutes an
externality and has public good characteristics. Due to the externalities involved, health and
health care cannot be traded purely on market terms and cannot be treated as consumption
goods. There is imperfect information in the market, where consumers do not have enough
knowledge about health and the nature of the service they need, inducing an asymmetry of

information between the health care providers and patients. Moreover, the high uncertainty

20



in the demand for health care leaves the individuals with no knowledge as to when they
will need health care and how much it will cost (Self and Grabowski, 2003; Le Grand,
1987; Klein, 1988; Culyer, 1991; Black et al., 1982). Due to these market failures, the
government intervention has been generally regarded as necessary in most health systems
in the world. Such intervention may range from selectively imposed taxes and subsidies to
a full public provision of health care, transfer programs and/or regulatory frameworks (Self
and Grabowski, 2003). The degree of intervention varies in different countries, but the
governments retain a responsibility in provision and finance. In the United Kingdom, a
taxed based system is applied, in most of the OECD countries a social health insurance
operates, whereas in others like the Netherlands, the government maintains a strong

regulatory role (Saltman, 2004: 26).

As regards to the market-side dynamics, due to the advances in medical
technologies and the economic and political strength of the producers, the costs in health
services have been increasing rapidly. This has exacerbated the problem of control over
health service provision in an imperfectly functioning market. Aging population and
institutional inefficiencies have added to this problem and led to expansionary pressures on
public budgets. Hence, many countries have initiated health sector reforms that sought for a
restricted role for the government, particularly in health service provision. This tendency
has become more acute in the reforming countries like Turkey who received outside

financial assistance, which required the implementation of the SAPs.
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The impact of the SAPs on health and health sectors can be categorized into direct
and indirect effects. The direct effects arise from a reduction in the public expenditures.
Less public resources mean less input into health services. The government expenditures on
health services (the share of public health expenditures in GDP) may cause a decrease in
the quality and quantity of services provided. Public health services are likely to run on
fewer staff with reduced real wages, inadequate equipment and supplies, resulting in lower

quality in health services (van der Gaag and Barham, 1998).

Any analysis on the direct effects needs to address the issue of whether the process
of adjustment has (i) affected the per capita public health expenditure and the share of
public financing in health services, (ii) improved the quality and quantity of the service
provided (iii) enhanced the provision by the private sector. Our analysis here will mainly
focus on the first issue, whether the SAPs have altered the government involvement in the
health sector. The question of whether there has been any shift to the private spending in
response to the changing role of the government, however, is as important as the change in

the public spending in itself.

The indirect effects of the SAPs are reflected in the ability of households to
demand health care due to changes in aggregate consumption and income distribution. In
addition, a decline in education and health spending will necessarily hamper the
enhancement of human capital, resulting in a rise in the level of unemployment. The gap

between the poor and the rich widens, due to wage depression and unemployment. Large
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deficits, overvalued exchange rates, high taxes, inflation and so on adversely affect income
and consumption patterns. Due to worsened income and employment conditions,
government revenues from taxes and social security are reduced. The governments are
forced to move the tax system from progressive to regressive (indirect, sales) taxes that
further reduce the public sources for health. These factors may be more harmful on social

welfare than the reduction in the size of the government (Peabody, 1996).

Policies aiming at reducing the aggregate demand and employment, and promoting
private sector may also indirectly affect the health status. As argued earlier, these policies
may worsen the income distribution and reduce aggregate consumption, which in turn
reduce the ability of household demand for health and health care. The deterioration in
income distribution produces more pressures on low income earners in their decisions to
seek health care than the rich (Musgrove, 1987; McPake, 1993; Peabody, 1996). It also
affects the individuals’ choices in seeking care. They tend to apply more to public services.
However, public provision may have been reduced due to direct effects, 1. e. reduced public
expenditure. Therefore, the poor has been adversely influenced more than the rich, who still

has an access to private health services.

The causality underlying the changes in health and their relation to the health
system in general and the health expenditures in particular, can be difficult to observe due
to various reasons. Firstly, the health status is affected by a wide range of historical,

cultural, political and geographical factors as well as social and economic factors. It is
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difficult to track the specific impact of each of these factors on the health status. Secondly,
the social costs of reducing demand and employment, suppressed wages and salaries,
raising prices and reducing government role in public services other than health services
(i.e. reduced education expenditures, particularly primary education, deterioration in
nutritional status, less government spending on water and sanitation projects) mostly appear
in the long run. The overall health status depends on the stock of capital, i.e. the medical
infrastructure, safe water, sanitation, that accumulates over a certain period of time
(Musgrove, 1987). Last, but not the least, there may be inefficiencies in the health care
system that may impede an overall enhancement in the health status. If, for instance, the
health expenditures are overwhelmingly allocated to curative services provided in urban
hospitals, they are less likely to improve the health status, which is generally measured by

life expectancy or infant mortality (Self and Grabowski, 2003; Handa and King, 2003).

As the task of examining the effects of the SAPs on output, employment, factor
payments and prices lay beyond the scope of this thesis, our analysis will not cover the
indirect effects of the SAPs on health sector and health status. Instead, we will focus on the

analysis of the direct effects.

24



2.3 Government Involvement in the Health Sector in Turkey

After 1980

A ‘structural adjustment’ in public sector requires the restriction of the public
sector involvement in economic activities, especially on investment, production and
employment. One of the most important changes in the role of the state in the post-1980 era
in Turkey was the abandonment of formal planning. Although five-year plans have still
been in place, they no more guide the implementation as they did in the 1970s. In terms of
the implementation, the shift from import substitution industrialization to an outward-
oriented development strategy reduced the role of the state in industrialization process. In
addition, public investment in manufacturing and investments by the state-owned

enterprises were also reduced.

Despite these changes, what the post-1980 experience in Turkey actually
witnessed was a restructuring rather than a reduction in the role of the state. Throughout the
1980s, the share of current and transfer expenditures in public expenditures increased,
while the share of investments decreased. The public investments shifted from
manufacturing to infrastructure and continued to account for more than 50% of the total
investments. The share of public enterprises in manufacturing output and the share of

public ownership in the banking sector did not change (Ekinci, 2000). Hence, public sector
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reform and privatization, as the most important aspects of the structural reform, failed to

have been fully accomplished.

In the period between 1981 and 1990, the wages and salaries accounted for around
25 percent of the budgetary expenditures, whereas the share of the interest payments was
around 15 percent, and incentives and tax rebates accounted for 12 percent. Bond financing
became almost a single source for financing deficits following the financial liberalization in
1989. After 1990, interest payments on domestic debts made up almost 50 percent of the
government budget that caused increased share of transfer expenditures while the share of
current public expenditures decreased in addition to low investment expenditures (Soral,
2003). Although, size of the government budget seemed to have increased, when the
interest payments were deducted, the real expenditures had been reducing (Yilmaz and

Susam, 2001).

2.3.1 Health Sector Expenditures

Any reduction in the size of the government relative to the size of the economy
will have negative consequences for public health expenditures (van der Gaag and Barham,

1998). Health expenditures' are probably the best qualitative and quantitative indicator of

! The definition of health care expenditures in this study comes from an operational definition which includes
all expenditures incurred on preventive and curative services for individuals and on population-based public
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the public resources directed to health care in a country. The composition of health
expenditures complement the analysis of the government role in the health sector, as it
affects the provision of health services, i.e. public/private mix and the composition of

spending and the source of financing.

The question as to whether the public involvement in health sector declined during
the adjustment depends on the analysis of trends in the real growth of the GDP, the share of
health in total government expenditures, in GDP and per capita health expenditures. Trends
in the share of health expenditures indicate whether the health expenditures were kept
stable during the period when overall public expenditures declined. Per capita health
expenditures show whether the required changes in available resources for health care can

keep up with population growth.

A cut in government expenditures may result in an increase in the cost of health
services. This might be due to lower subsidies to health services implying that individuals
must use lower quality public services or higher priced private/public health services. The
cost of imported drugs and technology would rise as a result of currency devaluation,
higher import barriers or the elimination of import subsidies. There may be a significant

reduction in remuneration and the number of staff working in the health sector (Sahn and

health programs (Murray et al., 1994). Programs that indirectly affect health, such as food and environmental
programs related to water and sanitation are excluded.
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Bernier, 1995). Hence, the allocation of limited health budgets by activity, such as primary”
and secondary’ health services and by type (such as capital and current expenditures), and
within current expenditures the share of salaries, drugs and other supplies may change

(Govindaraj et al., 1997).

The composition of health expenditures is significant also for comparative analysis
in terms of the main components of the health care services. In the first instance, the
salaries of the health personnel account for most of the public health expenditures in many
countries. Here, if the increase in health expenditures is mainly induced by an increase in
the salaries of the health personnel, this should not be interpreted as an expansion in health
care services. Rising salaries, on the other hand, may bring an increase in quality and
quantity of the service provision as this would increase the work satisfaction and restrict
personnel outflow to the private sector. Secondly, if the share of drugs and medical supplies
are high in health expenditures and most of them are imported, the rise in health
expenditures can be induced by an increase in the cost of the imported drugs merely due to

devaluation.

The economic crises in the years 1994, 1999 and 2001 caused the growth rates
sharply fell to negative rates (-6.1, -6.1 and -9.1 percent respectively). It may be said that

the long term objectives of the SAPs have failed (Caligkan, 2005). The resources devoted to

? Primary health services (sometimes referred to as preventive) mainly refer to non-hospital based services.

? Secondary (otherwise referred to as curative) usually refers to hospital-based services.
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the health sector in Turkey had traditionally been considerably low as compared to other
OECD countries where the average is around seven percent. In Turkey, the share of the
health expenditures in GNP remained around 3 to 4 percent during the 1980s and 1990s
(see Figure 2.1), with a gradual fall to 2.9 percent in mid-1980s. It started to increase
toward the late 1990s with a peaking 7.7 percent in 2004, but still remained lower than the

OECD average of 8.9 percent (OECD, 2006).

Figure 2.1: The GNP Growth Rate and the Share of Health Expenditures in Turkey
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Source: SPO, 2005. See Table A.1 in Appendix A for data.

With the implementation of the SAPs in Turkey, the per capita health expenditure
displayed a downward trend in Turkey until the mid-1980s, and later increased up to USD
130 toward the end of 1990s (see Figure 2.2). The trend was severed by deep fluctuations
following the financial crises in 1994, 1999 and 2001. After 2001, the per capita health

expenditure started to increase, but still remained the lowest among the OECD countries. In
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2004 the per capita health expenditure was USD 580 whereas the OECD average was USD

2,666 (OECD, 2006).

Figure 2.2: Per Capita Health Expenditures in Turkey (in US dollars)
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Source: SPO, 2005. See Table A.1 in Appendix A for data.

The share of public sector expenditures in total health expenditures displayed a
similar trend with per capita health expenditures (see Figure 2.3). Public share in
expenditures decreased from 51.4 percent in 1980 to 43.9 percent in 1984, recovering
toward the late 1980s. This increase was mainly induced by an increase in real wages of the
public employees after 1989, which lasted until 1994. After 1998 there was a sharp increase
in the government’s share in health expenditures peaking at 80 percent in 1999. The fact
that the public share has always constituted more than seventy percent in total health
expenditures in the majority of the OECD countries indicates the higher role required for

the public sector in health services (OECD, 2006).
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Figure 2.3:  Share of Public Health Expenditures in Total Health Expenditures in

Turkey
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Source: SPO, 2005. See Table A.1 in Appendix A for data.

Considering the share of the Ministry of Health (MoH) in the government budget,
there was almost a fifty percent reduction between 1980 and 1985 (from 4.21 percent to
2.54 percent). Although the 1990s experienced a recovery in the MoH budget, its share fell
to 2.43 percent in total government budget in 2004, which was smaller than the 1980 figure
(MoH, 2004a). Given that around 80 percent of the MoH budget was devised to cover the
personnel costs and the share of investments stayed relatively stable (SPO, 2005), the
remaining funds were far from being sufficient to cover the operating costs, which in turn

resulted in a decline in the overall quality of the health services.

A breakdown of the spending by type of services helps us explore how health

problems are tackled. This should also provide an indication for the relative efficiency in
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health care provision. Table 2.1 indicates that the health expenditures more than 90 percent
of the health expenditures were spent on curative services and drug expenditures. This

means that preventive services have been allocated a significantly small allowance.

Table 2.1: Health Expenditures by Type of Services (%)

Years Curative Drugs Other

1995 48.04 46.08 5.88
1996 49.25 45.23 5.53
1997 48.17 43.44 8.39
1998 44 .82 48.09 7.10
1999 47.30 46.66 6.04
2000 44.16 50.47 5.37
2001 43.07 51.20 5.73
2002 42.33 52.66 5.01
2003 44.74 50.23 5.03
2004 46.54 48.39 5.07
2005 46.77 47.66 5.57

Source: Statistical Yearbook of the Ministry of Finance, MoH, SSK, BK and ES,

Preventive services create positive externalities. They have public good

characteristics; hence their provision falls under the responsibility of the government. The
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MoH is the sole provider for preventive services in Turkey. However, the share of
preventive care in the MoH budget fell from 7 percent in 1992 to 3 percent in 1998, while
the inpatient treatment accounted for around 50 percent and 64 percent respectively (Savas
et al.,2002: 60). Although, the share of health expenditures in GNP has increased in recent
years, the share of preventive services continued to fall (The World Bank, 2003, Vol II:
155). A National Burden of Disease and Cost Effectiveness Study has found in 2004 that
the 15.5 percent of total deaths at national level were caused by Group I diseases, i.e.
contagious diseases, maternal causes, perinatal causes and nutritional deficiencies (MoH
and Bagkent University, 2004), whereas this figure is 6.3 percent in the European Union
(DPT, 2005). This figure is strikingly higher for the age group 0-14 years, where the
majority of deaths occurred due to Group I diseases. Most of the death causes in Group I
diseases can be prevented if adequate access to health services, immunization and
environmental hygiene (water sanitation and food safety) are ensured by preventive
services (MoH and Hacettepe University, 2003). The diminishing share of preventive care
in the MoH budget signifies that one of the most important health services under the public
responsibility has deteriorated. According to the OECD health data in 2005, Turkey has the
lowest figure in per capita public spending in preventive services. This amount was USD 5

in 1999 and fell to 4.8 in 2003 (TEPAV, 2005: 19).

The allocation of health expenditures by type of services also helps us explain the
variation in total health expenditures. The high share of pharmaceutical expenditures can
partially be explained by the increased cost of imported active ingredients in drugs due to

the devaluation of the Turkish lira. There has also been a downward trend in the domestic
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production of raw materials in the pharmaceutical industry and the utilization of the
imported ingredients increased in the production of domestic raw materials. In addition, the
liberalization of imports, the lifting of price controls in the domestic pharmaceutical market

encouraged more pharmaceutical imports (The World Bank, Vol.II, 2003: 172fY).

2.3.2 Health Sector Finance

The source of financing for health expenditures (“Where is the money coming
from?”’) is another important aspect in assessing the role of the government. Health
expenditures are financed by general taxation, social insurance contributions, voluntary
private health insurance contributions, out-of-pocket payments and donations. The first two
of these are related to the government’s role. This can be observed in the proportion of total
health care expenditures financed by public and private sources and the percentage of the
population covered by public and private health insurance schemes (Self and Grabowski,
2003). Furthermore, there may be structural changes in the financial sources for public
health expenditures associated with reductions in the government budget. The sources of
finance for public expenditures, i.e. the share of government contributions, social insurance
contributions, direct payments (user charges, flat-rate payments etc.) and other sources,
vary in their reliance on public funding or out-of-pocket payments (Montoya-Aguilar and
Marchant-Cavieres, 1994). An increasing reliance on out-of-pocket payments means a
corresponding increase in private funding, i.e. those who need health services have to pay

more. Since health status is positively correlated with income (Murray et al., 1994), the
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low-income families who may need more health care will suffer more and their demand for

and utilization of health services will be adversely affected.

In Turkey, health services are financed by the general budget, insurance premiums
and direct payments. From 1992 to 1998, the share of general budget in financing health
services decreased from 46 percent to 41 percent respectively (Table 2.2) (TCSB, 1996;
1997; 1998 and 2004). The share of social security premiums increased from 23 to 31
percent and the private financing persisted around 30 percent in the same period. In order to
compensate the reduced share of the budgetary expenditures, the scope of the revolving
funds in health institutions was expanded in 1983, which was later extended further to the
university hospitals in 1989 (Soyer, 2000) and primary health service providers (i.e. health
centers, health units) in 2001 (The World Bank, 2003: 60). The revolving funds allowed the
public hospitals to charge the patients for their services and finance their operating costs

which were no more covered by the reduced budgetary expenditures.

The Health Accounts Survey (MoH, 2004) indicated that in 2000, the share of the
social security schemes in the financing of the overall health expenditures was 34.9 percent
and the share of the general budget was 28 percent, whereas that out-of-pocket payments
and private insurance was 27.6 and 4.4 percent respectively. From 1992 to 2000, the share
in total health expenditures of private and premium-based funding combined has increased
from 54 to 67 percentage points, whereas the share of the public funding has decreased

considerably from 46 to 28 percentage points in the same period.
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Table 2.2: Sources of Financing in Health Expenditures in Turkey (%)

Years General Budget Social Security Private Spending
Premiums

1992 46 23 31

1993 47 22 31

1994 46 24 30

1995 43 27 30

1996 43 25 32

1997 43 28 29

1998 41 31 28

2000 28 35 32

Source: TCSB, 1996; 1997; 1998, and 2004.

There have been three different types of social insurance schemes in Turkey: the
Government Employees Retirement Fund (Emekli Sandigi, ES), the Social Security
Institution (Sosyal Sigortalar Kurumu, SSK) and the Social Security Institution of
Craftsmen, Tradesmen and the Self-Employed (BAG-KUR) financed by insurance
premiums and transfers from the general budget. The membership to these schemes is
based on the employment status. In 1992, the government introduced a fourth scheme
known as the “Green Card” (“Yesil Kart”, GC) in a bid to extend the publicly financed
health services to those who had not been covered previously by the existing schemes. It
was aimed at protecting the poor from the costs of inpatient services. Hence, it originally

constituted an anti-poverty measure, rather than a proper insurance coverage. It was not
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until February 2005 that the scope of the GC scheme was extended to include
pharmaceutical benefits and outpatient services. The Green Card, now offering total
exemption to the lowest or no income-earners, was financed in full by the General Budget.
The number of GC holders reached 10.7 million in 2005 (MoH, 2006). However, there
have been problems as to the reliability of the income determination procedures in issuing
the GCs. The income assessment (i.e. means testing) procedures have not been adequately
defined and applied. The GC scheme has failed to cover fully the targeted population. This
is induced by several factors. Firstly, those who work in the informal and agricultural
sectors are inclined to understate their incomes, as they are dependent on highly fluctuating
levels of income. The self-employed in the informal sector are also concerned in terms of
taxation. Hence, there is a high risk of mistargeting to the poor (Okem and Ozgiilbas,
2002). Secondly, the problem of double-counting has become widespread that many GC
holders also have BAG-KUR or SSK membership. Thirdly, their access to health services
have been limited in practice since the GC holders are not served in all public hospitals and

they have difficulties in using hospital services (Maral et al., 1996).

The figures in Table 2.3 indicate a steady increase in the overall number of those
insured since 1980. These figures, however, should be treated with caution. First, there is a
double-counting of members and dependants, who have been insured by more than one
social security institution, mostly coinciding on one end with the GC scheme. Secondly,
only the active and pensioned numbers are known. The number of dependants on the other
hand, is estimated basing on the average household size in Turkey, estimated as 4.5 in 2000

(SIS, 2004). Thirdly, a significant number of the BAG-KUR members are not actually able
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to benefit from health services, because they do not pay their premiums regularly (The

World Bank, Vol.II, 2003).

Table 2.3: Insurance Coverage by Type in Total Population (%)
BAG- Total

Years ES SSK KUR Private GC Uninsured  Insured

1980 12.04 23.86 10.15 0.44 - 53.52 46.48
1985 11.44 26.80 15.79 0.57 - 45.40 54.60
1990 11.37 34.36 19.98 0.55 - 33.73 66.27
1995 11.51 45.78 18.99 0.47 2.13 21.12 78.88
1996 11.83 44.23 18.64 0.49 3.22 21.60 78.40
1997 11.85 47.04 19.63 0.49 4.64 16.35 83.65
1998 12.07 49.43 20.11 0.48 6.22 11.68 88.32
1999 12.15 45.99 20.79 0.50 7.55 13.02 86.98
2000 12.24 47.40 22.14 0.48 9.50 8.24 91.76
2001 12.44 45.14 22.18 0.47 11.36 8.41 91.59
2002 12.93 47.35 22.25 0.46 13.35 3.64 96.36
2003 13.04 49.49 22.42 0.42 13.59 1.05 98.95
2004 12.91 53.24 22.61 0.42 13.16 -2.34 102.34

Source: SPO, (2005), MoH, (2004a).
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Figure 2.4 illustrates that the relative share of the ES coverage has fallen by more
than ten percent in the years 1980 through 2004 (SPO,2005). Since the ES membership by
definition means public employment, it follows that the direct government financing (in the
form of ES contributions) has also fallen in the overall insurance coverage throughout the
said period. It may be argued that, instead the additional public transfers have phased in
with the introduction of the GC scheme in 1992. But, as discussed above, the GC served as
an anti-poverty measure, rather than a social insurance scheme until 2005. Figure 2.4 also
illustrates that the relative shares of the SSK and BAG-KUR® coverage significantly
increased by about 30 and 12 percentage points respectively throughout the same period.
Given that the SSK and BAG-KUR coverage accounted for around three fourths of the
population by 2004, we may argue that the main tendency in national insurance pattern in
Turkey in the past 25 years has been toward less government financing and more premium-

based coverage.

* The BAG-KUR members covered by the Law No.1479 have been provided with health benefits since 1986.
This coverage has been expanded onto the beneficiaries’ dependants under a new Law No.3235 since 1999.
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Figure 2.4: Population Covered by Social Security Schemes (%)
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Source: SPO, 2005. See Table A.3 in Appendix A for data.

2.3.3 Health Service Provision

Understanding the effects of reduced government expenditures on the quality and
intensity of health services requires complex and comprehensive analyses. Since the level
of quality is highly linked with the process, then a focus on health services provision may
nevertheless give us some insights. As seen in Figure 2.5, since 1980, beds per thousand
population remained constant around 2.5. This is significantly lower than the OECD
average of 6.25. The number of physicians per thousand, although doubled since 1980 to

reach 1.4 in 2004, still remained far behind the OECD average of 3.1 (OECD, 2006).
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Figure 2.5:  Health Service Provision
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Source: SPO, 2005. See Table A.4 in Appendix A for data.

The health service provision has been acutely insufficient and unequal in Turkey.
The population per health unit exceeds by far the ideal figures (designed for 2000 to 2500
persons) in the Eastern and Southeastern Anatolia as well as in big cities. Around 12
percent of the health centers do not have physicians and around two thirds of the health
units do not have midwives. The health personnel shortages are the highest in the Eastern
and Southeastern Anatolia, so is the population per health personnel (DPT, 2005, also see
Table A.5). Since midwives are the only service personnel posted at health units in rural
areas, their absence means that people living in rural areas have no access to a fundamental
public service. Due to difficult living and work conditions, the rate of annual personnel
turnover is estimated to be around 35 percent in the Eastern and Southeastern Anatolia.
Similarly, private health service providers are fewer in these regions (The World Bank,
2003, Vol.II: 58). Although, the number of health personnel in primary health services is
also low in Marmara region, there have been a relatively higher number of private service

providers as well as the SSK-operated health institutions, which were later transferred to
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the MoH in 2005. The lower levels of disposable income and insurance coverage in Eastern
and Southeastern regions have also exacerbated the problem of service provision and access

in health services in these areas.

There are inequalities also in the allocation of hospital beds. The number of beds
in the Central Anatolia is threefold greater than that of the Southeast. Ankara, Istanbul and
[zmir combined boast 36 percent of the total beds and half of the physicians (The World

Bank, 2003, Vol.2: 69).

2.4 Concluding Remarks

The post-1980 era in Turkey has been characterized by fundamental changes in the
economic policy. Having replaced the import substitution policy with an outward-oriented
growth strategy, Turkey aimed at macroeconomic stabilization by financial and trade
liberalization. This would require a reduction in the state involvement, coupled with tight
fiscal policies. Contracting public expenditures in line with the structural adjustment
policies in throughout the 1980s entailed significant consequences particularly on social
sectors. Consecutive financial crises in the 1990s, continued devaluation of the Turkish lira,
persisting high inflation and high real interest rates have resulted in a significantly

worsened the income distribution.

As regards to the health sector, the impact of structural adjustment on the supply

side has been reflected directly through the contractionary pressures on public expenditures.
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Whereas on the demand side, there have been indirect effects reflected through the
increased prices of medical goods and services (price effect) and reduced household real
income (income effect). Other indirect effects were observable mainly in falling

employment levels, henceforth the overall insurance premiums (Musgrove, 1987).

As such, the post-1980 era in Turkey has experienced mainly four trends
simultaneously operating in the health sector. The first observable trend involves that
contrary to contractionary pressures on the government expenditures from 1980 through
2004, there has been an increase in the overall public spending in the health sector. This
increase has been, however, does not reflect necessarily an improvement in health services
in Turkey in the said period. Because the increased public expenditures financed mainly the
GC scheme introduced as an anti-poverty measure in 1992, as well as the increased cost of
pharmaceutical imports and the health service personnel.” The share of public expenditures
on preventive services that fall under the public responsibility, however, decreased
considerably. The MoH, being the sole provider of preventive services reduced its spending
on preventive services, diminishing the role of the public in one of its most important
responsibility in health services. This was further exacerbated due to the absence of health

personnel at the primary level.

> The GC scheme introduced in 1992 was originally designed and served as an anti-poverty measure. This
was in parallel to the World Bank poverty alleviation strategies encompassing the provision of social services
targeting the poor and the creation of social safety nets (Birdsall and Londono, 1997). In Turkey, the GC
scheme failed to cover effectively the poor due to problems in its implementation. The increase in the wages
for the health personnel in the era from 1989 to 1994 has been another major cause of the increased public
spending. In addition, the continued devaluation increased the cost of pharmaceutical imports, coupled with a
parallel increase in the dependency to imported pharmaceuticals and raw materials. A careful investigation of
the pattern among the OECD countries indicate that the lower income countries spend more on drugs than the
high income countries, mainly due to the high cost of imported drugs and lower labor costs. (Huber and
Orozs, 2003).
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A second trend in the post-1980 era in the health services in Turkey has been
observable in the changing structure of financing and coverage. From 1980 through 2004,
the insurance coverage has been extended from slightly more than 46 percent to all. In the
meanwhile, however, the government-funded portion has diminished relatively vis-a-vis the
share of the premium-financed services in the health provision.® The government-funding
refers to the share of the ES financing that decreased from more than 25 percent of the total
in 1980 to about 13 percent in 2004. The share of the SSK and BAG-KUR financing
however, remained constant of about 75 percent of the total insured, hence the increase
from 46 percent to full coverage has been mainly due to an expansion in the premium-
based coverage. This indicates that, from 1980 through 2004, the government gradually
transferred its financing burden over to the citizens, who need to finance their health needs

by their premiums.

A third trend has been the failure by the consecutive governments in their efforts
to remedy the structural inefficiencies within the health system in Turkey. Inefficiency in
health sector basically arises from the composition of spending. Allocation of resources to
inefficient services results in poorer health status. As discussed earlier, the preventive
services have been significantly neglected in the post-1980 era. When coupled with the

existing inadequacies in primary care, the cost of curative services increases. There is no

® The GC-financed share, funded in full by the government (slightly more than 13 percent of the total), has not
been included, since the GC scheme by 2004 functioned still as an anti-poverty measure, rather than a full
insurance coverage.
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referral system’ in Turkey. People can directly go to hospitals, where the cost of medical
care is much higher than the primary level. Hence, the resources have been wrongly
allocated more to curative services (hospitals) and less to primary care (health
centers/units).® Therefore, the share of inpatient care in total health expenditures remains

significantly higher than it should be.”

The method of payment for health services is another factor affecting the overall
efficiency of the health system and hence, the health expenditures. In Turkey, health service
providers are paid on the basis of fee-for-service, which generates unnecessary care. Since
there is no efficient control mechanism, the health service providers provide more to earn
more. This has been further exacerbated by a performance-based payment system toward
the physicians, who are paid more by examining more patients.'® Similar reasons apply to

the high share of drug expenditures in total health care expenditures. There are no clear

" The referral system defines the point of service for the patient for first contact with the health care system.
The first contact care provider is often called gatekeeper and this is in most cases the primary care physician.
The gatekeeper may refer patients to specialist services in case of medical need. This implies that it will be
the doctor who defines need for services and not the patient. Also, this doctor is the least costly service
provider in the system, i.e. the primary care physician. In health care markets, the patients do not have
sufficient knowledge to judge their medical needs, therefore waste and inefficiency occurs if decisions on
utilization are made by the patient without involving expert opinion (by the doctor). This provides rationale
for guiding patients to the relevant expert as first contact in health care.

¥ The resulting inadequate care at primary care also encourages people in their belief that they can get better
care in hospitals. But when allocated sufficient resources, more than eighty percent of health problems can be
solved at primary level with much lower costs than the hospitals (McCallum et al., 2005).

? In 2001, of the total health expenditures in Turkey, a 43 percent share was allocated to the curative care
(outpatient and inpatient combined in secondary care, i.e. hospitals), 51.2 percent to drugs and 5.7 to other
services. Whereas the OECD average in 2001 was that out of the total health expenditures, a 38 percent share
had been allocated to inpatient care, 31 percent to the outpatient services, 21 percent to drugs and medical
appliances and 10 percent to the administrative expenses and general public health programs.

' This system was first introduced in 2003 for a trial operation in 10 provinces and extended to others in
2004. Originally, the system aimed at encouraging full time service in the hospitals supported by payments
out of the revolving funds of the hospitals (MoH, 2006). However, its introduction boosted the health
expenditures by stimulating unnecessary service provision.
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reimbursement rules and procedures for drugs. While unnecessary utilization and provision
of health services induce utilization of more drugs, the uncontrolled demands as well as

habitual and casual use of over-the-counter drugs foster the higher expenditures.'!

A fourth trend that concomitantly operated in the post-1980 era in Turkey has been
the continued structural inequalities in the health care services. As the high share of
curative services and drug expenditures in total health expenditures suggest, the health
system has been progressively prone to more inequalities. The beneficiaries of the
increased health spending are mostly those who can enter into the health system. Better
socio-economic status and place of settlement would come to mean better access to the
health services. Health spending does not reach those who need, but cannot access to health

services due to financial and geographical impediments.

The efficiency problems in the health system combined with inequality in access
have been exacerbated by the uneven distribution in health service provision. There are vast
differences in the geographical distribution of health care resources. The increased health

expenditures in the post-1980 era have not improved the health service provision.'> Turkey

' Tendency to prescribe unnecessary drugs is another reason for high drug expenditures. This pattern is
further complemented by unregulated promotion activities by the pharmaceutical companies.

"2 The World Development Report 1993 indicates that higher expenditures in health sector do not always
result in improved health status (The World Bank, 1993: 54). Countries spending more on health in their GNP
achieved poorer results in their health status. Compared with other high-level income countries, an additional
five percent share of the GNP in the US achieved less life expectancy for its population. Singapore, on the
other hand, spent four percent less of its GNP than others at the same development level, attained same life
expectancy. Basing on the data derived from 138 countries, Murray et al. (1994) ended up with similar
findings: rising health expenditures will not necessarily result in an improved health status. Some countries
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still remains far behind the developed countries in terms of provision' and basic health
status indicators.'* These indicators could have been improved with sufficient primary care,

provision of which essentially falls in the responsibility of the government.

The post-1980 implementation of the SAPs imposed restrictions to the role of the
government in Turkey. While such imposition could have been deemed justifiable in terms
of the general fiscal rationalization, yet it also contradicted with the required contribution of
the government in terms of the characteristics of health care market."> As argued, health
and health care create externality. Health services have public good characteristics, which
cannot be traded and treated at par with consumption goods, due to the said externalities.
There is imperfect information in the health care market induced by an asymmetry of
information between the doctors and patients as well as the risks and uncertainties involved
in need for health and health care (Le Grand, 1987; Klein, 1988; Culyer, 1991; Black et al.,

1982).

have higher life expectancies with higher income, but some achieve this without spending more, whereas
some others have lower life expectancy even if they spend more.

3 In 2003, the population per physician in Turkey was 718 and per hospital beds were 389, whereas in the
EU-15 it was 350 and 130 respectively (DPT, 2005: 6).

' In 2003, the infant mortality rate (IMR) was 25.6 per thousand, the child mortality rate (CMR —under five
years of age) was 37 per thousand in Turkey, whereas the IMR and CMR averages in the EU-15 were 7 and 8
per thousand respectively. Again in 2003, the maternal morality rate in Turkey was 62 per hundred thousand
and delivery with health personnel was 78 percent, while the maternal mortality average in the EU-15 was 3
per hundred thousand and delivery with health personnel was 100 percent (DPT, 2005: 6).

' The discussion was from Mushkin’s (1958) paper on health economics, where she stressed that health is

different from other commodities, demand and supply do not determine the market price; there are
externalities, few profit motives, and consumers do not choose between health and other goods.
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By the early 1990s, approximately 60 percent of the global health expenditures had
been financed from public sources (Murray ef al., 1994). The public share in health
expenditures rises with income; reflecting that more is spent on health and social insurance
in rich countries, whereas more is paid through out-of-pocket in the poorer countries.
Hence, the role of the government in health sector is particularly pertinent as to the
allocation of health resources, poverty alleviation schemes, payment mechanisms,

regulation and control.

Musgrove (1987) argued that social welfare is a function of distribution,
particularly of the distribution of income and relative patterns of consumption by different
income groups. This is extremely valid for the health sector. An efficient distribution of the
health expenditures can be attained by prioritizing the preventive/primary care. As the low-
income groups devote relatively limited resources to health care from their income, the
prioritization of the preventive/primary care will contribute more effectively to the

improvement of overall health status.

We have already argued that the health expenditures in Turkey bear neither
efficiency nor equality in their allocation and utilization. This argument, however, has
limitations as it does not indicate how different socio-economic groups in different
geographical locations are affected in the population. Hence, this is an equity problem. The
provision and financing of health services have direct consequences on the need for and

utilization of health services and ultimately on the health status. Therefore, in the next
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chapter, we need to assess equity in the health sector in Turkey. Basing on the data derived
from the Health Services Utilization Survey conducted in 1992, we will try to investigate

the patterns of need and utilization in health care by different population groups in Turkey.
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CHAPTER 3

AN ASSESSMENT OF EQUITY IN HEALTH SECTOR IN

TURKEY

Health systems are generally assessed in terms of the degree of achievement of
their objectives. These objectives comprise mainly health maximization, efficiency and
equity. However, the particular characteristics of the health care market, as discussed in the
previous chapter, separate health and health care from other goods and services. These
peculiarities shape the objectives in health policies and thereby determine the structure;

organization, financing and provision in the health system.

In discussing equity, a consideration of the distribution of wealth and income
necessarily constitutes a starting point. This would involve the inherited wealth and
abilities, training and education, personal capabilities and chances. An equity team in the
World Health Organization (WHO) emphasized that income, employment, education,

housing and health environment should be seen as the social and economic determinants of
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health (WHO, 2005). As these are not equally distributed in the society, the distribution of
health too cannot be expected to be equal. Therefore, one may justifiably be critical toward
the WHO motto “Health for All” as set forth in the Alma-Ata Declaration of 1978 and the
“Millennium Development Goals” set by the United Nations. Yet, there is an important role
for the policy makers in designing health service delivery (allocation of health care

resources) and the financing mechanisms (“who pays?”’) to improve equity in health care.

In a health system, the rules of allocation of health care resources determine access
to health services; i.e. whether the individuals benefit according to their needs. Whereas,
the principles of paying for health services determine whether the burden is distributed
according to ability to pay. A combination of the two sets of rules described above defines
the capability of responsiveness of a health system to the health care needs of its
population. This capability is an indication of equity in a health system. Therefore, this
chapter aims to assess how responsive the health system in Turkey has been to the health

care needs of the population.

The main objective of the health services is to ensure the availability of an
adequate amount of health care to the entire population. The income differences,
employment status or residential location (i.e. urban/rural, regional) should not prevent any
individual from receiving medical care when needed. Health is thus an individual right for
everyone, referred to as such in the constitution of Turkey. However, there are important

problems in receiving better health care by the population. This is related not only to the
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inadequacy of resources in the health sector, but also to their uneven distribution
throughout the country, across different geographical regions and urban/rural settlements.
These deficiencies are accompanied by differences in income levels and social security
coverage, leading to disparities in access to and utilization of health services and hence,

variations within the population in terms of health status.

Since the early 1990s, enhancement of equity has been one of the main objectives
of the reform efforts in the health sector in Turkey. These efforts, however, have focused
more on the financial aspects of the health system (MoH, 1992 and 1993; T.C.
Basbakanlik, 2005: 61ff), with an underlying view to reducing the financing burden on the
government. Despite their continued emphasis on the issue, the reform efforts acutely
lacked a clear and comprehensive definition of equity, nor have they ever involved

sufficient tools to measure equity against the specified policy preferences.

The fundamental challenge in enhancing equity in Turkey has been to enhance the
coverage of the health system to the entire population and geography. This requires, before
all, the expansion of the health insurance coverage and ensuring an even geographical
distribution of the health care resources. Currently, only the employed have health
insurance in Turkey. The rest are covered by their status as dependents and the GC scheme.
There are inequalities between these groups in receiving health care based on their
coverage status. There are also cross-cutting socioeconomic and geographical disparities,

disabling these groups in their utilization of health services. Furthermore, as discussed in
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the previous chapter, there are vast inefficiencies involved in the GC coverage. Hence,
despite the fact that the figures indicate an overall coverage of some 102 percent, the health

insurance coverage in Turkey is far from being universal in terms of equity in health care.

In this chapter, we shall try to demonstrate the aforementioned aspects of inequity
by using the Health Services Utilization Survey conducted in 1992 throughout Turkey. We
will try to evaluate the health care needs, access to health services and utilization patterns
across different demographic and socioeconomic groups as well as geographical regions.
Our analysis will focus on the health service delivery and financing mechanism, as the two

fundamental departments of the health system.

This chapter further aims to reveal main intervention areas in health policy toward
the enhancement of equity in Turkey’s health system in terms of policy making for a more
equitable delivery and finance. In doing so, it is essential to understand the varying ways of
approaching the concept of equity and social justice that guide the definition of policy

preferences in designing the delivery and financing mechanisms in health systems.

3.1 Defining Equity in Health Services

Equity can be evaluated by considering the distribution of the benefits and costs in

the health care system. This requires the clarification of simple, but equally fundamental
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questions as to who gets the health gain and who pays? (Mills and Gilson, 1988; Zschock,
1979). While the former question relates to the provision of health services, the latter is
concerned with the financing of them in a country. These questions, in turn, can be
answered basing on certain policy preferences generally induced by the political views,
social values and cultural traditions in a society. There are varying approaches to the
problem of justice'® which may help us clarify the way we understand equity. These

approaches can be classified under Libertarian and Egalitarian view.

The Libertarians focus on the willingness and ability to pay of the individuals that
would ultimately result in the rationalization of health care. Libertarian view emphasizes
the role of private sector in health care and restricts the role of government in providing
minimum standard of care to the poor. Hence, their criteria for equity is defined as the
extent to which people are free to use the health care that they wish to use. Hence,
individual preferences are important in utilization of health care decisions (Musgrove,
1986; Gilson, 1988; Pereira, 1993; Donaldson and Gerard, 1994; Wagstaff et al.,
1991,Wagstaft and van Doorslaer, 1993: 10). The Libertarian approach includes the

entitlement, the decent minimum, the utilitarian and the Rawlsian maximin.

The entitlement approach, as originally argued by Robert Nozick, a libertarian
philosopher involves a rejection of equality. He suggested that individuals are entitled to

their true earnings or inheritance. The market forces determine the allocation of health care

16 For a detailed discussion of theories of justice in the context of health services, see Gilson,1988; Pereira,
1993; Musgrove, 1986; Van Doorslaer ef al., 1993 and Wagstaff et al., 1991).

54



resources. No one has a right to health care unless it has been acquired through the market.
Therefore, attempts at redistributing resources should be considered an injustice

(Musgrove, 1986; Gilson, 1988; Pereira, 1993).

The Decent Minimum approach argued by other libertarians, in a bid to rectify
Nozick’s unwavering libertarianism, suggests some sort of safety net to ensure a minimum
standard, under which individuals should not be allowed to fall. This standard simply refers
to health. The state involvement in the provision of health care is limited, not to mention of
course, a universal coverage, which is inapplicable. This approach adds in the classical
libertarian recipe value judgements as to what constitutes the decent minimum, when and

where (Gilson, 1988; Wagstaff, ef al., 1991; Pereira, 1993; Van Doorslaer, ef al., 1993).

The utilitarian view is based on the principle of "the greatest good for the greatest
number". This implies the allocation of resources so as to maximize the overall utility in a
society, by maximizing the utility for each individual. It requires a comparison of the
individual utilities to allocate the resources to those who can benefit the most. Hence, this
view is more concerned with efficiency than equity and certainly not with issues of
redistribution. Moreover, there are technical problems associated with the impossibility of
measurement and comparison regarding individual utilities (Gilson, 1988; Pereira, 1993;

Donaldson and Gerard, 1994; Mooney, 1987).

The Rawlsian Maximin suggests that the aim of social policy is to maximize the
position of the worst-off in the society. This makes equity and justice as the primary aims

of social policy. The theory considers that the production and distribution of a set of
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primary goods should not be left to the individuals, where the primary social goods include
basic liberties, freedom of movement and choice of occupations, power, income and
wealth, and social basis of self respect. The main problem with this theory is the
identification of the least-well-off. Besides, health and health care are not designated as
primary social goods (Gilson, 1988; Wagstaft, et al., 1991; Pereira, 1993; Van Doorslaer, et

al., 1993).

The egalitarian view, by contrast, is mainly concerned with fairness in
distribution. It accepts access to health care as right for everyone and should not be
influenced by the existing distribution of income and wealth. This implies equalizing
individual net benefits in health care. Due to imperfections in the health care market (i.e.
asymmetric information, restrictions to entry and exit, existence of externalities), there
should be active involvement for the government both in health services finance and health
service provision. Egalitarians base their argument on needs. Health care should be
distributed according to need and financed according to ability to pay (Culyer and

Wagstaft, 1992a).

Despite their varying configurations in health service provision and finance, most
of the European health systems, including Turkey, are based on the egalitarian principle.
(Donaldson and Gerard, 1994; Van Doorslaer et al., 1993; Wagstaff et al., 1991; 1999).
Lower socioeconomic groups characterized by low income and less education generally
have higher rates of morbidity and mortality than higher socio-economic groups and are

expected to use more health services (Burnstrom, 2002). Hence, their access to and
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utilization of health services should not be adversely influenced by their socio-economic

status.

3.2 Measuring Equity in Finance and Provision of Health

Services

There are mainly two dimensions, horizontal and vertical, in measuring equity in
the provision and financing of health services. Horizontal equity implies equal treatment of
equals, in other words, an equalization of risks and burdens. Vertical equity indicates
unequal treatment for unequals, in other words, a progressivity (Hoare and Mills, 1986;

Donaldson and Gerard, 1994: 75; Wagstaff and Van Doorslaer, 1993: 15ff).

As to the assessment of equity in provision of the health services, indicators of
horizontal equity are more applicable (Wagstaff and Van Doorslaer, 1993: 17). An
equitable distribution of benefits in health care requires equal treatment for equal need,
irrespective of differences in ability to pay. This is referred to as horizontal equity as
generally applied to the measurement of health care provision (Donaldson and Gerard,

1994: 74). This requires equalization of specific parameters, i.e. access, utilization, health'’

7 Our concern here will be the process of health services production and delivery, rather than the final output,
which is health itself. The rejection of the latter as a health policy objective can be justified on several
grounds. First, there are many factors influencing health other than health care, like housing, education,
environment, nutrition, sanitation, etc. Secondly, genetically inherited health conditions and natural
deterioration in health over time render equality in health physically impossible (Whitehead, 1992). Thirdly, it
is difficult to define what “good health” means, since such an objective would impose some level of quality of
life that would prevent individual choices. Fourth, equity would be too costly to enhance as it may result in
equality in health (Le Grand, 1987; 1991).
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across socioeconomic groups (Mooney, 1987). Basing on horizontal equity, Mooney
defines the following hierarchy for the equity objectives in health care provision (Mooney,

1983; 1992).

Equality of expenditure per capita: Health care budget is allocated to different
regions according to the size of the regional population. This takes no account of the
differences among the individuals as to their illness and needs for health care, the

likelihood of receiving care and the cost per patient of the care provided (Musgrove, 1986).

Equality of inputs (resources) per capita: Allocations are based on the regional
population size and price levels to ensure equal ability to purchase inputs across regions; so
that the high price regions would receive more resources (Gilson, L. 1988; Mooney, 1987).
This too does not take into account differentials in needs and assumes resources will be

enough to meet the needs of the population.

Equality of inputs for equal needs: Inputs are allocated according to the variations
in needs, age and sex pattern in the population. However, this would prove hardly equitable
in areas where the cost of provision of health care is high (Mooney, 1987; Donaldson and

Gerard, 1994: 75).

Equality of the opportunity of access for equal needs: It takes into account
differential costs to the patient. Equal access can be defined as equal costs to the patient in

terms of both money and time (i.e. travelling, waiting, treatment time) (Wagstaff, et al.,
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1991; Mooney, 1983). The problem in this definition could be the definition of access.
Equality of access either in terms of different geographical areas or different social groups,
or both should be clear (Mooney, 1987). It is a supply side phenomenon and does not take
into account differences in individual preferences and does not result in equal utilization of

health services.

Equal utilization for equal need: It considers both supply and demand for health
services and positively discriminates those who are less willing to use health services
(Gilson, 1988). This is relatively easier to measure, although the definition assumes

demand for health care should be the same for equal need (Mooney, 1987).

Equality of marginal met need: This is based on a regional ranking of health needs,
allowing all regions to meet the same marginal need (Gilson, 1988). Needs are ranked
according to priority and equity is defined as an allocation of resources where marginal met
need is equalized (Culyer and Wagstaff, 1992b). Again, here the measurement of marginal

need is difficult.

Equality of Health: Here, the goal is to make the level of health the same across all
regions and in all social groups. This would lead to a very unequal distribution of resources
in favor of the least healthy. As argued earlier, it is not realistic to expect the same level of
health for everyone, as the external factors cannot be changed. There may also be
insurmountable difficulties in measuring and redistributing health for that very reason

(Donaldson and Gerard, 1994; Whitehead, 1992; Le Grand, 1987; 1991).
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As to the assessment of equity in the finance of health services, on the other hand,
indicators of vertical equity seem to be more relevant. The issue of equitable distribution of
costs means that health services should be financed according to ability to pay. Individuals
who are unequal ability to pay should make dissimilar payments. This is referred to as
equity in the finance of health care. It is about who should pay and in what relation to their
level of income. Increased equity in financing implies improvement in financial access to

health services.

The financing mechanism also determines who benefits by how much, for what
and through which ways in the health system (Cumper, 1986). The source and availability
of finance indicates the types of health services provided within an available budget. Other
crucial policy preferences involve which health services are to be covered or not covered,
which services should be provided free or associated with co-payments from users. For
example, preventive services should be provided free to the entire population as they create
positive externalities and prevent higher costs incurred in curative services. Diseases or
accidents occurring in work environment should be treated free or treatment of chronic
diseases should be exempted from co-payments. Emergency services should be given to all
who need. Cosmetic surgery should be excluded from any publicly provided insurance

package.

Health financing also involves decisions about method of payment to providers.

The payment methods may take the form of fee-for-service, capitation, per diem, case-
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based and other innovative ways involving incentives for equity and efficiency in a health
system. These methods should encourage improvements in the health service provision and
assure the quality of care. The rules set for the implementation and utilization of health
services may involve certain level of premiums, specific duration of premium payments
and referral rules. These decisions are also integral to health finance. All such decisions
discussed above involve equity implications. Any change in the financial system will have
effects both on suppliers (via the payment method) and users (through the incentives or
disincentives introduced within the system). Therefore, analyzing equity in finance should

not be separated from its consequential impact on health service delivery.

An evaluation of equity in the financing of the health sector needs to determine
first the comprehensiveness of the coverage in the health care system toward its respective
population. According to Hoare and Mills, coverage “[is] an eligibility to receive treatment
when needed, free or reduced cost or may ensure that any fees incurred by the household
will be reimbursed in whole or in part by a third party” (Hoare and Mills, 1986: 45).
Empirical evidence has proved that health insurance had significant effect on health service
utilization and demand for seeking care (Maynard, 1979, McPake, 1993, Liu et al., 1999).
Therefore, the extent of coverage is one of the basic indicators. The share of out-of pocket
payments in financing health services, i.e. user fees, cost of travel and waiting time also
constitute significant factors affecting health care utilization that should be examined
within the context of financial access (McGuire et al. 1992; Gilson, 1988; Gilson and Mills,

1995).
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As suggested earlier, health care should be financed according to the ability to pay,
which represents a vertical interpretation of equity in finance (Musgrove, 1986; Wagstaff
and Van Doorslaer, 1993: 15; Van Doorslaer et al., 1993; Wagstaff et al., 1991). An
assessment as to who is bearing the financial burden requires analyzing how progressive
the system operates among various income groups. The progressivity refers to the extent to
which payments rise or fall proportional to the income of the individuals. One way of
measuring this is to compare the share of each income group and their contribution. If the
relationship is progressive, the extent of progressivity should also be measured by using
progressivity indexes basing on the income distribution and tax burden in the society (Van
Doorslaer et al., 1993; Wagstaff. et al., 1991; Van Doorslaer et al., 1993; Wagstaff et al.,
1999; Liaropoulos and Tragakes, 1998). Yet, there are significant difficulties encountered
particularly in the developing countries in determining ability to pay, income distribution

and tax burden, due to insufficient data.

3.3 Data and Methodology

In an equitable health care system, there should not be significant discrepancies
among socioeconomic groups, geographical areas or place of settlement, age-groups and
sex, in terms of the probability of their seeking care when ill and utilization of health
services. For analytical purposes, this study will be based on the principle of equal

opportunity to reach health services in terms of finance and delivery.
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The analysis herein aims to perform a three-fold assessment. First, the health
financing system will be assessed in terms of “equity in financial access” among different
socio economic groups and place of residence (urban/rural and geographical areas).
Secondly, equity in health care delivery will be assessed in terms of “equity in utilization of
health services” and “equal utilization for equal need” across different socio economic
status and geographical location. Thirdly, we will try to dissect the factors leading the
individuals’ report their health needs and the utilization patterns for health services by

different demographic and socio economic groups.

We have stated earlier that the scope of this study does not allow for an assessment
of equity in health (i.e. final output). Yet, we shall try to present the situation in terms of
health service needs of the population to understand the required health care to meet these
needs. Perceived health, long-lasting illness or morbidity are commonly used as indicators
of health and need for health care (van Doorslaer et al. 1993; Keskimaki, 1995; Burstrom,
2002; Waters, 2000). Self-reported morbidity (chronic illness) is used by the comparative
studies in general, as an indicator of health need (Pannarunothai and Mills, 1997;

Falkingham, 2003).

In our analysis, health care utilization will be measured by diagnosed morbidity

(chronic disease diagnosed by physician) and by categorizing respondents into those who
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had and had not been hospitalized and seen by a doctor (Burnstrém, 2002; Santana, 2002;
Keskimiki, 2003). The information on where health care was obtained (public or private)
will define the extent to which the public sector satisfied the perceived needs of individuals

from different income groups.

Equity in finance in health care will be measured over the insurance coverage and
out-of-pocket payments across income groups (Pannarunothai and Mills, 1997).
Households with unequal ability to pay (determined on the basis of household income)
should pay unequally. Hence, among the measures of vertical equity, our data permits us to
assess out-of-pocket expenditures and their share in household income in different
socioeconomic groups. In addition, we shall try to analyze the types of health expenditures,
such as formal and informal payments, accommodation and transportation expenditures by

socioeconomic groups and place of residence.

The data used in the analysis is derived from The Health Services Utilization
Survey conducted in 1992 (MoH, 1995). This has been a pioneering and unique survey in
health field which aimed to provide baseline information on the socioeconomic and
geographical properties of the population using health services and the factors influencing

o .18
such utilization °.

'8 There have been two sets of data used to assess the factors affecting utilization of health services in Turkey
(The World Bank, 2003, Vol.2: 28). Yet, neither of them were specifically designed to detect the utilization
patterns in health services. The first survey was conducted in six provinces in 1999 to study the user
satisfaction in health services. The second set of data was compiled in 62 provinces in 2001 as part of a Social
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These findings indicate the lack of financial resources had been the most important barrier
in accessing health services. A recent study on the household health expenditures in 2002-
2003 confirmed the financial concerns to be the main reason (60 percent) for not seeking
health care. The problem persisted for the uneducated, uninsured, as well as for those

residing in the rural areas and in the eastern part of Turkey (MoH, 2006: 58).

The findings of a comparable study conducted in Tajikistan confirmed the above, as the

cost of care constituted a barrier for the poor in their access to health services (Falkingham, 2003).

The data involving a wide range of demographic and socioeconomic
characteristics regarding the health service users was collected from 32 provinces (see
Appendix B). Level of education, household income, employment and insurance status
were used as main socioeconomic indicators. The information regarding the health status of
the respondents was also available by the questionnaire where health status is measured as
perceived morbidity. The survey included questions, among others, as to whether any
household member suffered from a chronic illness in the preceding twelve months, whether
they used health services in the two weeks preceding the survey and/or they were

hospitalized in the preceding twelve months, the type of services'’ used and health

Risk Mitigation Project by the World Bank. The 2001 study could have represented Turkey, but the relevant
information is available only for 1584 cases. More recently, the National Health Accounts Household Health
Expenditures 2002-2003 may also be considered representative for Turkey (MOH, 2006). This survey adopts
a different sample and there are differences in variables specifications. Hence, comparisons drawn herein are
subject to this caveat.

' The Survey classified the type of health services in three different ways. One is public and private, where
public covers the MoH, SSK, university, military and other publicly owned hospitals and private includes
private physicians, private hospitals, private laboratories, pharmacies, traditional healers. Second
classification is made according to degree of complexity of the health service given. Primary services are
mostly ambulatory provided by health posts, health centers, SSK dispensaries and private physicians.
Secondary services are services provided in hospitals public and private. Training and research hospitals
operated by the MoH, SSK, military and the universities are classified as tertiary. Another category classified
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practitioner consulted, reasons for not using health services, cost of services to the users;
direct costs, cost of drug and medical supplies and cost of transportation. The sample
covered 7500 households containing 30,155 individuals, of whom a 48.96 percent was male
and 51.04 percent female. 56.76 percent of the respondents resided in urban,” 43.24

percent in rural areas.

The household surveys have limitations, involving respondent errors and recall
biases. In our case, this has been an inherent problem, such as our utilization of self-
reported morbidity as an indicator for the health need and reported utilization within the
past twelve months. The questionnaire was designed to inquire application to hospital due
to acute, mild, chronic and other conditions in the past twelve months. The answer to this
question depends on the capacity to recall by the respondent. There is not another control
question to check the validity of the answer, i.e. whether the respondent had really been ill.
There was only one direct question about seeking care when ill, but it was asked only to
those under fifteen years of age. There could be reimbursable expenses which might have
led to overestimation in household expenditures. Reliability of answers on household

income may also be justifiably questioned.

separately included modern health services, traditional healers, advice of relatives, neighbors, self-treatment
and no treatment.

2% Settlements with a population of 10,000 or more inhabitants were classified as urban.
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Age specific analysis could have been better in reflecting health and health care
need. Cash prices and price time variables (travel, waiting and treatment time) might be
included in logit analysis. Inclusion of out-of-pocket payments was not preferred as their
inclusion would decrease number of observation in the analysis. Questionnaire did not
allow making calculations of price time variables. A large number of health economics
studies established that the time required to use health services is an important determinant
for health service utilization. Heller (1982) found a significant influence of time required to
use medical services in Malaysia. The negative effect of transportation time supported the
restrictive effect of distance of health services to their utilization. The quality of care is not
investigated in this study. Therefore, we cannot comment on differences in quality of care

in health service utilization by socio economic groups.

Our analysis will initially seek whether there were differences in need, access and
utilization of health services across income quintiles, insurance status and type, residential
status (i.e. urban/rural), geographical location, educational status and demographic
characteristics (i.e. gender and age groups). In exploring these relations, comparisons of
sample statistics across different parameters will adopt a chi-square test”' and logit models.
The logistic regression analysis will be carried out utilizing the maximum likelihood
estimation procedure. The analysis will devise the econometric computer program Stata
and Excel. The demographic characteristics of the sample, i.e. sex and age group as well as

the econometric and statistical findings are presented in detail in Appendix C.

*l A chi-square test is used to test the hypothesis that the rows and columns in a two-way table are
independent.
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3.4 Equity in Need

Equity in health care need is investigated by looking at the variations in self-
assessed health and self-reported illness across demographic and socioeconomic variables.
The self-reported morbidity represented by chronic* illnesses is used as an indicator for
health need. Before the reported illness, however, we need to look at how people assessed

their health, from poor to excellent.

A majority of the respondents reported that they had good health. Women assessed
their health status as worse than men for all age groups except for the 0-15 years of age
(Table 3.1). In the overall, the frequency of reporting chronic illness was 29.21 percent and
reporting chronic illness increased with age, as expected (see Table C.6 in Appendix C).
Women reported around ten percentage points higher chronic illness than men in the same
age group, except for the youngest age group (Table 3.2). This result was consistent with

that of self-assessed health.

Similarly, the rate of chronic illness diagnosed by physician in women was higher
than men, except for 0-15 years of age (P<0.001). Considering the socioeconomic

conditions in Turkey, it is expected that women are less likely to use health services. This

2 Reported chronic illness includes those who reported that they had diabetes, hypertension, heart problem,
bronchitis, blood disease, kidney problem, tuberculosis, stroke, goitre, cirrhosis, rheumatism, orthopaedic
problem, prostate, tumour, other congenital anomaly and other chronic disease.
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may be induced by lower education levels of women than men (27.44 percent of the female
respondents, 8.9 percent of the male respondents were illiterate, Appendix C, Table C.2),
since better education improves awareness in health and a healthy living. Moreover,
education increases the probability of having a job and improve one’s income status, hence
the living conditions and health status (Kenkel, 1991). But, as shown in Table 3.8, the
utilization rate was the highest for the illiterate. Cultural factors might have also restricted
women in their decisions to seek care. Considering the results, this particular finding did

not confirm the general expectation.

Hospital utilization, on the other hand, was lower for females in the lowest and
highest age groups than it was for males, despite their self-assessment had been lower in
the highest age group. Between 15-45 years of age, female hospitalization was higher than
males (Table 3.2). This might have reflected the fact that they are more likely to use

maternity services as the said interval is the reproductive age for females.

The question on seeking care refers whether the respondents reported that they had
been to hospital in the last two weeks due to acute, mild or chronic conditions, having a
toothache, accident or visual problems. This question was asked under 15 years of age. In
the overall, seeking care was as low as 4.98 percent, 4.37 percent for girls and 5.58 percent

for boys. The difference was significant (P<0.001, see Table C.12 in Appendix C).
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Table 3.1: Self-Assessed Health by Gender and Age Group (%)

Women Men

0-15 16-45 46-64 65+ 0-15 16-45 46-64 65+

Poor 1.8 5.85 1523  16.37 2.14 3.40 9.14 1239
Fair 9.29 18.55 31.60 31.79 9.09 15.06 25.77  27.37
Good 74.06 65.57 47.07 43.79 74.11 68.17 52.80 46.64

Excellent 14.78 9.93 6.19 8.05 14.67 13.37 12.29  13.61

Source: HUS, 1992. All Chi” significant at (p<0.001)

Table 3.2: Reported Illness and Utilization by Gender and Age Group (%)

Female Male

0-15 16-45 46-64 65+ 0-15 16-45 46-64 65+

Chronic Disease

(CD) 10.68 3798  78.01 80.54  11.09 26.78  58.62 74.17
CD diagnosed
by physician 7.13 2554  59.08 65.95 7.79 17.12  43.87 56.19

Hospitalized in
the last year 1.85 6.19 694 9.73 2.07 2.55 6.37 11.03

Source: HUS, 1992. All Chi” significant at (p<0.001). See Tables from C.6 to Table C.11 in
Appendix C.
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A similar finding was obtained in the Social Mitigation Project in 2001; where
women reported higher illness™ and more likely to seek treatment® (The World Bank,
2003, Vol II: 37). Other comparative studies reported similar findings in utilization. In
Sweden, women used health care more than men, where medical care was obtained from

care weeks in hospitals (Sundberg, 1996: 60).

In Finland, women of 25-64 ages had more inpatient days than men. The annual
rate of hopitalization was also higher in the lower employment status® and in females
(Keskimiki ef al. 1995). Women in Tajikistan perceived to have suffered more from
chronic illness in the last six months or an acute illness or injury in the past month than
men. Their hospital utilization in the last year was also higher than men between 16-64
years of age (Falkingham, 2003). Various research from developing countries reported
females needed more health care especially in reproductive health services, they had less
access to household resources and health services, while they remained under higher risk of

poverty (WHO, 2005).

In view of the situation about health and health care needs, we will try to explore

in the following the reasons underlying the said differences.

» Medical need (reported illness) included more on acute cases such as, fever, headache, pain, stomach
disorder, toothache. In addition, the recall period for reported illness was one month.

* Definition of seeking treatment was not specified in the reference.

* Occupational groups were classified considering from highly skilled to unskilled workers, farmers and
retired/students.
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3.5 Equity in Finance

Health insurance affects individual’s decision to seek care. People do not incur to
the full cost of health services when they are insured. It reduces the financial burden of
using health services and protects people partially or entirely from costs of using these
services. Therefore, it encourages utilization of health services. Moreover, the relevant
literature suggests that price elasticity of demand for health services is higher for lower

income groups.

Insurance coverage which results in a reduction in price of health care increase
utilization of lower income groups more than higher income groups (Maynard, 1979;
McPake, 1993; Jowett et al., 2004). However, coverage is not sufficient to guarantee the
adequate provision of health care. It should enable protecting people from risks of financial
difficulty and provide ease of access (Donaldson and Gerard, 1994; 144). Even if people do
not have to pay at the point of service use, there may still be difficulties in reaching health
facilities and doctors due to inadequate and inequitable supply of health care resources.
They may face high costs of transportation or longer time to access health services or else,
specific rules to benefit from health services, such as referral rules or premium payment

requirements.
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3.5.1 Financial Access by Socioeconomic Groups
The insurance coverage and its type (i.e. public or private) by household income?
quintiles indicate the extent to which the health insurance schemes protect groups with least

ability to pay.

More than half of the respondents (52.17 percent) were not covered by any
insurance scheme. About fifty percent of the insured were the SSK members, 25 percent
belonged to the ES and 16 percent to the BAG-KUR. The share of private insurance
constituted a very small share of about 4 percent. These percentages were in compliance

with the existing situation in insurance membership in Turkey in 1992 (MoH, 1997).

Insurance status was found to be significantly associated with household income.
The lower income quintiles were covered much less than higher income quintiles, which
added a further barrier in access by the poor (see Figure 3.1). In the poorest quintiles, only
about 26 percent were insured. Even in the middle income level, the insurance coverage
was 51.5 percent. The fairness is also found to have deteriorated concerning the situation
for higher income groups. Yet, almost 30 percent of the richest was not insured, meaning

that they do not pay social insurance premiums. Furthermore, despite significant

%% Household income is calculated as household yearly income both in kind and in cash.
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association between work status®’ and insurance cover, only 54.8 percent of the employed
had an insurance cover. This proves that people were employed without insurance (see
Table C.14 in Appendix C). On the other hand, 47.7 percent of the unemployed reported

that they had been covered. These could either be the dependents or the self-insured.”®

Figure 3.1:  Insurance status by Household Income Quintiles (%)

100

Poorest 20% 2th 3rd 4th Richest 20%

‘ O Insured @ Uninsured

Source: HUS (1992). See Table C.13 in Appendix C. All Chi” significant at (p<0.000).

Considering the type of insurance, the ES and SSK schemes covered higher
income quintiles more. The share of BAG-KUR membership was almost evenly distributed
among all household income groups (see Figure 3.2). The type of occupation has been

strongly associated with the type of insurance as shown in Table 3.3. Employees worked as

27 Work status denotes whether the respondent had worked during the previous week before the survey was
conducted.

% The self-paying voluntary scheme was introduced in May 1979 in BAG-KUR (4.5.1979, Law no: 2229).
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civil servants have been mostly covered by the ES, whereas paid-workers have been
covered mostly by the SSK. 4.04 percent of the public employees who were uninsured
might have been the casual (i.e. temporary) workers. One fourth of the paid workers and 70
percent of the casual workers were uninsured. Only the 27.40 percent of the employers and
19.47 percent of the self-employed belonged to BAG-KUR. About one third of the
employers and two thirds of the self-employed were uninsured. This also indicates an
important loss in terms of their contributions to the social security, hence the risk pooling
among the rich and the poor, young and old and healthy and unhealthy. As the health
system in Turkey is concerned, the 30 percent of the richest still lacked insurance, with
more access to the health services without paying premiums to the system as shown in

section 3.6.3.

Figure 3.2: Insurance Schemes by Income Quintiles
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Source: 1992 HUS, see App. C, Table C.15. All Chi’ significant at (p<0.000).
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Table 3.3: Health Insurance by Occupation (%)

.. Unpaid
Type of Civil Worker Casual  Employer Self- family
Insurance servant employed

worker
ES 74.15 6.03 3.67 14.38 3.56 2.66
SSK 17.40 63.87 22.50 26.03 13.4 12.68
BAG-KUR 1.39 2.03 1.61 27.40 19.47 8.57
Private 3.03 1.64 2.30 2.74 2.03 1.33
Uninsured 4.04 26.43 69.92 29.45 61.46 74.76

Source: HUS (1992). All Chi” significant at (p<0.000).

3.5.2 Financial Access by Residential Location

The differences in health insurance cover and type (public/private) in terms of
residence (urban/rural) and geographical location suggest equity in financial access. The
percentage of the insured was almost the double in the urban vis-a-vis the rural areas (see
Table 3.4). People with insurance in western and central Anatolia were more than in the
east. The uncovered in rural areas, as well as the eastern and southeastern Anatolia
exceeded 70 percent. As argued, the insurance status is closely related with the type of
employment. A significant majority of the people who live in eastern Turkey do not have
regular jobs and are less likely to be under coverage. Almost 60 percent of the people living
in the eastern and southeastern provinces work in the agricultural sector (see Table C.16 in

Appendix C).
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Table 3.4: Insurance Coverage by Settlement and Geography (%)

Place of Settlement Covered Not Covered
Urban 62.94 37.06
Rural 28.12 71.88
Thrace 60.83 39.17
Aegean-Marmara 60.25 39.75
Mediterranean 42.63 57.37
Central Anatolia 52.84 47.16
Blacksea-West 51.93 48.07
Blacksea-East 50.23 49.77
Eastern Anatolia 27.77 72.23
Southeast Anatolia 26.87 73.13

Source: HUS (1992). All Chi” significant at (p<0.000)

There has been observed in 2002-2003 a modest improvement in the insurance
status according to the income level (MoH, 2006: 18). About 72 percent of those in the
poorest income quintile remained uninsured, but a 19.2 percent of these were issued with
GC. This means that although the earnings of the poorest did not improve, the government
started to subsidize their health expenditures. A similar case can be made for the second
income quintile, where a 44.6 percent remained uninsured and a 15.46 percent were GC
holders. Insurance status for those in the higher income groups improved since 1992, yet a
14.5 percent remained uninsured. The pattern where the higher income groups have been
covered by the ES and SSK persisted (MoH, 2006: 18). The insurance status as to the place
of settlement did not change. Those who live in rural areas and in the east have been
covered poorly: 43.15 percent of those living in the rural areas and 45.17 percent of those

living in the eastern Turkey remained uninsured.
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3.5.3 Out-of-pocket Payments by Socioeconomic Groups

Payments made by individuals are another source of finance for health services.
The egalitarian interpretation of equity in finance requires vertical equity, i.e. the
households with unequal ability to pay should pay unequally. We will try to explore
whether out-of-pocket payments have been related to ability to pay in the health sector in
Turkey. To do so, we need to look at the mean values of out-of pocket payments for health
services by income quintiles, the share of out-of-pocket health expenditures in household

income and the distribution of out-of-pocket payments by type of expenditures.

Out-of-pocket health expenditures are represented by payments made to hospitals,
primary service providers (health units, health posts), private physicians, dental services,
other health personnel, folk practitioners and out-of-pocket drug expenditures in the last
two weeks prior to the survey was conducted. These include payments to doctors or health
service providers in return for a receipt, payments for drugs, equipment and analysis, cash
payments other than with a receipt, presents or donations to the health personnel or

providers, transportation and accommodation costs and over-the-counter drug expenditures.

The mean value for out-of-pocket payments is TL 546.80 for 2,944 patients who
utilized health services in the last two weeks (see Table 3.5). The three income quintiles
from the bottom paid higher than the average. The poorest paid 25 percent higher than the
average, while those in the fourth income quintile paid around 20 percent less than the

average. Those insured paid lower than both the average and the ones without insurance.
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Members of the ES, SSK and private schemes paid less than the average, whereas BAG-
KUR members paid 75 percent more. This should not entirely be due that BAG-KUR
members are high-income earners. As seen in Figure 3.2 (see Table C.14 in Appendix C for
values), BAG-KUR membership and income level displays a quadratic relation.”’ Instead,
it could be related more to our finding in Section 3.6.1 that the BAG-KUR members used

private facilities more than others.

The findings of a survey on household health expenditure in 2002-2003 (MoH,
2006) confirm that there has been no improvement in the individual ability to pay, hence in
equity in terms of out-of-pocket expenditures. The annual out-of-pocket expenditures have
still been the highest for the poor, the uninsured as well as for those living in rural areas and
in the eastern Turkey. BAG-KUR members have made the second highest expenditures

after those with private insurance and the uninsured (MoH, 2006: 24).

An analysis of the share of health expenditures in household income on the other
hand, brings striking results. The poorest paid a 28.7 percent of their household income for
the utilization of health services, more than five times the amount paid by those in the
second quintile (7.3 percent) which followed.® This may be implicated mainly by three

important factors. One is that, as displayed in Figure 3.1, the poorest has the second lowest

97,85 percent among the poorest had BAG-KUR membership. The percentage of BAG-KUR membership
falls in the second and third quintiles, but increases to 7.99 percent for the fourth and to 10.28 percent for the
richest.

3% Pannarunothai and Mills (1997) found that in Thailand too, the share of health expenditures in household
income was the highest in the poorest quintile. More interestingly, in Thailand, the poorest paid also a
significant 21.2 percent of their household income for health services, more than eight times the amount paid
by those in the second quintile (2.6 percent) which followed.
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insurance coverage (26.43 percent), so he needs to spend more on health care which
includes the formal payments associated with the health services received. For the very

same reason, the poorest also made the highest mean level of informal payments.

The second must be related to the inefficiency in the health care provision in
Turkey. When the relative shares of the different types of health care expenditures (i.e.
drugs and equipment, consultation, hospital costs) in household income by quintiles are
considered, payments made by the poorest to cover the hospital costs stand out by far the
largest among others (see Table C.19 in Appendix C). Hence, the poorest had to pay for the
costly hospital services. This is due to the insufficient primary care, which might have

costed significantly less, particularly for the poorest.

Thirdly, the levels of household expenditure reflect individual’s choice of
treatment. The poorest may arguably spend only for the absolutely essential health care, i.e.
catastrophic and emergency needs (Gertler et al., 1987). Hence, the high share of health
expenditures in the household income of the poorest is a guide in understanding the issues
relating to the income elasticity of different groups, which requires further research to

support decisions on income subsidies.
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Table 3.5: Out-of-pocket health expenditures by Income Quintiles and
Insurance Status

Mean value of out-of- Share of health exp. In
pocket health exp. household income
Number of Number of
Observation TL Observation %
Average 2944 546.8 2373 6.2
Household Income quintile
Lowest 20%°" 202 681.5 202 28.7
2nd 382 577.2 382 7.3
31 406 658.8 406 4.9
4h 544 432.4 544 2.1
Highest 20% 839 543.3 839 1.2
Insurance Status
Covered 1762 541.2 1486 5.1
Uncovered 1176 556.6 883 8.1
Type of Insurance
ES 426 518.3 366 7.9
SSK 950 450.0 825 3.8
BAG-KUR 241 957.2 186 54
Private 69 356.9 55 6.0

Source: 1992 HUS. For estimations and confidence intervals see Table C.17 and C.18 in
Appendix C.

Another issue has been that the informal payments were as high as formal
payments. The reason behind making informal payments is to assure the quality of service.
These may in the form of thank-you gifts to doctors and tips to other health personnel. This
may be the main reason why the third quintile had made highest amount of informal

payments, as it had also been the most hospitalized in the past year (see Table 3.8).

*1 7500 individuals who reported that they had zero income were excluded from the analysis. That’s why the
number of individuals in each income quintile may suggest that the income distribution in Turkey was fair,
which was not the case considering these excluded individuals.
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Informal payments exist also in Central Asia (Falkingham, 2003), but in a different
context involving low salaries and morale in the health sector. Individuals at first quintiles
in Tajikistan made substantially smaller payments and gifts than those in the fifth quintile.
This was partly due to the poor were using largely the primary care where informal

payments were not common and low (Falkingham, 2003).

Figure 3.3:  Out-of-pocket Payments by Income Quintiles
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Source: 1992 HUS. See Table C.20, C.21 and C.22 in Appendix C.

The differences in the scope of the benefit packages as well as their payment
methods across the different insurance schemes also play an important role in health

expenditures by the households in terms of the type of insurance schemes. The mean value
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of health expenditures was the highest for BAG-KUR members among insurance groups, it

was about two times higher than other insurance schemes.

Table 3.6: Total Formal Payments According to Insurance Status and Type

Formal Payments Informal Payments

Number of Mean Number of Mean

Observation (TL) Observation (TL)

Insured 1523 441.9 179 412.0
Uninsured 1125 457.4 100 310.2
ES 344 448.2 40 375.3
SSK 824 331.5 94 384.4
BAG-KUR 229 790.0 27 705.7
PRIVATE 61 325.2 6 167.0

Source: HUS (1992). See Table C.20 and C.21 in Appendix C.

3.5.4 Out-of-pocket Payments by Residential Location

In the rural areas, mean of formal payments was about ten percent higher than in
the urban areas. Likewise, the payments for transport and accommodation were almost
forty percent higher in the rural areas (Figure 3.4). The former is an indication of the
difficulty in financial access, while the latter is that of physical access to health services in
rural areas. Individuals living in the Southeastern Anatolia had to bear the highest costs in
all types of payments, followed by those living in eastern Blacksea (Figure 3.5). In the
southeast, mean of formal payments was more than fifty percent higher than the average,
while their informal payments were sixty percent higher and their payments for
transportation and accommodation were almost forty percent higher. Those living in the
west, except for Thrace, made lower amounts of out-of-pocket payments than those living

in other regions.
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Figure 3.4: Out-of-Pocket Payments by Place of Settlement
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Source: HUS (1992). See Table C.23, C.24 and C.25 in Appendix C.

Figure 3.5:  Out-of-Pocket Payments by Geographical Regions
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Source:

HUS (1992). See Table C.23, C.24 and C.25 in Appendix C.
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3.6 Equity in Health Service Provision

Equity in health care provision means there are no differences in utilization
patterns by socioeconomic groups and place of settlement. Utilization of public or private
facilities by income groups, health insurance status and type indicate affordability of using
different type of health service. These relations are also the indicative of the extent public
sector meets individual needs for health care since public services are free. The similar
analysis for the utilization of public/private health services according to different
geographical areas and urban/rural settlement designate the degree of equality in

geographical access.

3.6.1 Consumer Choice in Health Services (Type of Health Seeking

Behavior) by Socioeconomic Groups

Utilization is measured as the frequency of hospitalization in public or private
institutions within last year and type of health service used within last two weeks. The
public institutions provided for the ninety percent of the health services utilized by all
socioeconomic groups and settlement areas. The difference across income groups in
utilization of public and private hospitals was significant at a level of ten percent.
Interestingly, the percentage of utilization of private facilities by the poorest quintile was

almost the same as the richest (Table 3.7). Utilization of public or private facilities in the
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past year showed no significant difference by status but by type of insurance. Utilization of
private hospitals was the highest among the BAG-KUR members, even higher than the
privately insured. There is, again, inequity in utilization by different insurance schemes of

health services within the past two weeks.

Table 3.7:  Hospitalization by Socioeconomic Groups, Type and Location

Public Private
Income Quintile
Poorest 20% 91.35 8.65
2nd 97.73 2.27
31 89.89 10.11
4t 89.77 10.23
Richest 20% 91.07 8.93

All Chi” significant at (p<0.1)

Type of Insurance

ES 95.05 495
SSK 92.84 7.16
BAG-KUR 81.82 18.18
Private 89.47 10.53
Uninsured 90.05 9.95

All Chi” significant at (p<0.005)

Place of Settlement

Urban 89.12 10.88
Rural 95.62 4.38
All Chi” significant at (p<0.001)

Geographical Area

Thrace 86.96 13.04
Aegean-Marmara 89.10 10.90
Mediterranean 87.10 12.90
Central Anatolia 92.09 7.91
Blacksea-West 100.00 0.00
Blacksea-East 95.89 4.11
Eastern Anatolia 96.58 342
South east Anatolia 100.00 0.00

All Chi” significant at (p<0.001)

Source: HUS (1992).
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The differences in utilization by income groups and insurance schemes were
observed also in Thailand. In Thailand, the poorer segments of the population and low
income card holders used public hospitals, the rich and those with civil servants scheme

and the privately insured used private hospitals (Pannarunothai and Mills, 1997).

Utilization of private facilities in urban areas was two times higher than those in
rural. Private facilities were mostly used in the western part of the country, whereas no
record was found for the western Black Sea and the southeastern Anatolia (Table 3.7),

probably due to lack of private institutions.

Figure 3.6 suggests there was significant difference in health care utilization by
income groups in the past two weeks, but the size of the variation was small. Public
hospitals were the first place for application for all income groups. The lowest income
group used health centers as a second place for reference, while others used private
physicians. The utilization of private physicians was also high for the poorest (see Table
C.26 in Appendix C). Furthermore, despite the fact that health centers do not charge for
their services, the frequency of application by the poor to the private physicians was almost
as high as the health centers. This utilization pattern might have been induced by several
factors. The first and the foremost could be the perceived inadequacy and dissatisfaction in
care in health centers (TUPAYV, 2005). Health centers located in remote areas throughout
the country mostly do not provide effective service due to lack of personnel and equipment.
Moreover, as the health system in Turkey relies heavily on the secondary level, people
prefer to be seen by a specialist rather than general practitioners working in health centers

(MoH, 1999). Also, the poor applied to the private physicians, despite higher charges, more
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than higher income groups. This shows, among others, that public services have not been

responsive to the health care needs of the poorest segment of the population.

Figure 3.6: Type of Services Applied in the Past Two Weeks by Income Groups (%)
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Source: HUS (1992). See Table C.26 in Appendix C. Chi” is significant at (p<0.05)

As argued earlier, the relationship between the socioeconomic status and the type
of health service used is designated by the degree of equity in terms of health services
provision. In a different context in the post-Soviet Tajikistan, as contrast to the case in
Turkey, the poor tended to use primary care rather than more costly hospital care. They
were even more likely to be treated at home by an assistant physician, nurse or midwife,

while the rich were more likely be treated by physician in polyclinics or hospitals

(Falkingham, 2003).

There was a significant difference in choosing different health services in terms of

insurance status (Figure 3.7). The insured were particularly used public hospitals (53.55
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percent), whereas the uninsured chose mostly the private physicians (33.52 percent). The
applications by the uninsured to public hospitals were half of those by the insured (see
Table C.27 in Appendix C). People who had no insurance coverage had to use private

services by almost ten percent more than the insured.

Figure 3.7:  Types of Services Used in the Past Two Weeks by Insurance Status (%)
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Source: HUS (1992). See Table C.27 in Appendix C. All Chi® significant at (p<0.01)

The first point of contact for the ES and SSK members were public hospitals. The
BAG-KUR members chose first private physicians and then public hospitals. Their
utilization of public hospitals remained around twenty percent lower than the ES and SSK
members (Figure 3.8). One reason for this could have been that the BAG-KUR members
are self-employed and could afford more expensive health care. However, the intensity of
BAG-KUR membership did not vary significantly among the income groups. The BAG-
KUR membership was 10.28 percent in the highest income level whereas it was 7.85

percent in the lowest (see Table C.28 in Appendix C). Hence, the BAG-KUR members also
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had to use the more costly private services even they had the insurance, similar to the

pattern concerning the out-of-pocket health expenditures.

Moreover, as emphasized earlier, the health benefits provided by BAG-KUR have
been more restricted than other insurance schemes (for an indicative comparison of the
rules and benefits in different insurance schemes concerning the health services in Turkey,

see Appendix D).

Figure 3.8: Types of services used in the past two weeks by insurance schemes
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Source: HUS (1992). See Table C.28 in Appendix C. All Chi” significant at (p<0.01)

3.6.2 Consumer Choice in Health Services (Type of Health Seeking

Behavior) by Residential Location

There was also a significant in the variation between the urban and rural areas in

terms of applications to the health service in the last two weeks. Application to public
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hospital as a first point of contact was around fifteen percent higher in the urban compared
to rural areas. In the rural areas, people went to health centers along with hospitals.
Application to the private physicians was higher in the rural than in urban areas (Figure

3.9).

Figure 3.9:  Types of services applied in the past two weeks by place of settlement
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Source: HUS (1992). See Table C.29 in Appendix C.

3.6.3 Equity in Utilization for Equal Need by Socioeconomic Groups

Cases with chronic disease within the last twelve months have been selected for
our analysis in order to assess the equity in utilization for equal need. The chronic disease
cases diagnosed by a physician serve as a measure of equity in utilization for equal need.
The distribution of self-reported illness and utilization across household income groups is

an indication of the relationship between the financial resources of the households and their
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needs. Other socioeconomic factors such as education via increasing employment
opportunities and the earning capacity, employment and insurance status also reduce

financial obstacles to reach health services.

The incidence of reporting illness by socioeconomic indicators is displayed in
Table 3.8. The illiterate was the worst, as they reported chronic disease by almost two times
more than the other groups. This could be induced by their low income earning capacity,
hence bad living conditions and their being less aware about living healthy. This
implication has been well documented and tested in the relevant literature (Kenkel, 1991).
Better education improves people’s understanding of the relationship between health
behavior and health outcomes. A significant number of studies in health economics
reported a positive correlation between schooling and good health (Grossmann, 1975;
Kenkel, 1991). In addition, the effects of schooling is better understood as the more
educated have better jobs, higher wages and health insurance, which reduces the likely
financial barriers in access to health service. Hence, although better educated are healthier,

they are also more likely to use health services.

It seems that low level of education did not adversely affect health service
utilization. The percentage of the chronic disease diagnosed by a physician was also the
highest for the illiterate. The illiterate also used hospitals by around fifty percent more than
the others. A similar observation was found in Thailand, where the household heads with
lowest education reported higher chronic illness than the better educated. Those with the
lowest education were more likely to seek care and use public services. (Pannarunothai and

Mills, 1997).
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The poor reported chronic illness slightly more than the rich. There was not clear
relation between the income level and the propensity to report chronic disease diagnosed by
a physician. The rate of diagnosis by physician increased with income level up to the third
quintile and then decreased for the higher income levels. A subsequent analysis in 2001
with restricted data indicated that the reported acute illness was inversely related with
income levels, as the poorest reported illness five percentage points more than the richest.
However, those who sought care when ill were proportionately higher in the top income

quintile than in the bottom (The World Bank, Vol.II: 35).

Early cross sectional demand studies found income had negligible influence on
individuals’ decision to seek care (Heller, 1982; Akin ef al., 1986). The relatively small
sample sized research in Cameroon reported less clear relationship between income and
utilization. Income had positive and statistically significant effect for the poorest and the
richest income quintiles, negative and statistically significant for the second and fourth
income quintiles (Litvack and Bodart, 1993). Similarly, Pannarunothai and Mills (1997)
also found no consistent relation between reported chronic and acute illness with income in

Thailand.

The findings of a study conducted by Keskiméki e al. (1995) revealed that various
socioeconomic groups in Finland used hospital services equitably according to their need
where need is measured by overall morbidity and mortality at the end of 1980s. The
Finnish health system does not address any socioeconomic differences in hospital use or the

quality of hospital services. Occupational group, education and disposable income were the

93



other socioeconomic indicators. In Sweden, lower income groups reported more illness and
equity in utilization for equal need was attained in 1990 (Sundberg, 1996: 139). However,
the situation changed toward the late nineties due to market-oriented reforms and
organizational changes. Introduction of user fees and substantial cuts in the number of
hospital beds, changes in treatment recommendations and shorter hospital stay deteriorated
access and utilization. An inverse relationship between income level and health service
utilization was found in the analysis based on the Swedish Survey of Living Conditions

1996-1997 (Burnstom, 2002).

The ease of access for the employed and having an insurance coverage was
significantly associated with reported morbidity and use of health service. A 49.21 percent
of the respondents were insured and their level of reporting chronic illness was higher than
the uninsured. A similar trend was observed for the employed. The utilization was also
higher for the insured, however, the unemployed used hospitals more than the employed.
Our findings appear to be analogous to the findings in Sweden, where the unemployed
experienced more sick weeks and had more visits to doctors than the employed in Sweden

(Sundberg, 1996: 59).
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Table 3.8: Reported Illness and Utilization by Socioeconomic Groups (%)

Socio-Economic Chronic Illness  Chronic disease Hospitalized in
group diagnosed by the last year
physician

Educational Status

[lliterate 58.10 43.07 6.19
Literate/no diploma 31.21 22.51 343
Primary 33.79 22.97 4.57
Secondary 22.34 15.31 3.17
High School 27.88 20.16 4.04
University 30.89 19.97 4.02
(P=0.000) (P=0.000) (P=0.000)
Household Income
Poorest 20% 32.06 22.42 3.82
2nd 32.11 23.04 3.63
3 32.80 23.32 5.01
4" 30.05 21.31 4.49
Richest 20% 29.35 21.22 4.32
(P=0.000) (P=0.032) (P=0.011)
Insurance status
Covered 35.36 25.78 5.44
Uncovered 29.10 19.85 3.01
(P=0.000) (P=0.000) (P=0.000)
Employment status
Employed 35.03 23.19 3.02
Unemployed 27.86 20.10 4.51
(P=0.000) (P=0.000) (P=0.000)

Source: 1992 HUS.

The difference was not large in reporting chronic illness among the different types
of insurance schemes. The percentages of chronic disease diagnosed by physician were also
similar in different insurance schemes. However, hospital utilization was lower for BAG-

KUR members than those with the ES and SSK. Members of the ES can access all public
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and university hospitals®>. The SSK also had its own hospitals. Although, it is a well-known
fact that there had been problems in utilizing the SSK health benefits, the findings imply
that the SSK members used health services almost as high as the members of other schemes
(Table 3.9). The utilization by members of the private insurance schemes was similar to
those with the uninsured. This could be due to private health insurance was started in 1987

and their benefit package was restrictive at least in the nineties (Karacik, and Atli, 2006).

Table 3.9: Reported Disease and Utilization by Type of Insurance (%)

Type of Insurance  Chronic Disease Chronic disease Hospitalized in the
diagnosed by physician last year
ES 35.85 27.03 5.77
SSK 35.44 2591 5.85
BAG-KUR 36.59 26.19 4.44
Private 34.81 22.22 3.52
Uninsured 29.10 19.85 3.01
(P=0.000) (P=10.000) (P=10.000)

Source: HUS (1992).

The low level of utilization for BAG-KUR members can be explained by the fact
that, the members do not pay their insurance premiums regularly, therefore temporarily lose
their right to benefit until they pay their premium debts. The civil servants and the ES
members had more access. They are not under risk of inability of paying premiums as their
premiums are paid by the government budget. The ES members can benefit as soon as they
are entitled to a salary, while SSK members should pay premiums for at least ninety days

and BAG-KUR members for at least 242 days (see Annex D for an indicative comparison).

> The ES covered all active and retired civil servants, including the military, which operate their own
hospitals.
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The three different insurance schemes had different rules for access and different benefit
coverage for their members. These rules and benefits have been set by a Budget
Implementation Directive (“Biitce Uygulama Talimati” - BUT) issued annually by the
Ministry of Finance. This directive covers all aspects of health delivery for different service
providers and for varying types of services, including referral procedures, procedure costs,
dental, prescriptions and reimbursement requirements. The BUT rules have been applied by
the ES and BAG-KUR, whereas the SSK implemented a more restrictive self-generated
framework for health benefits. The ES members can apply all public institutions through a
referral procedure initiated by their institutions. The institution’s doctor has the right to
refer his patients to the outpatient clinics in any public hospital. The retired ES members
need not a referral, as they can go directly to any provider. The SSK members should have
a referral from an SSK hospital to apply university hospitals. The BAG-KUR members can
only apply to health service providers if they are contracted by BAG-KUR. Most of the
university hospitals, however, are not inclined to accept BAG-KUR members, even though
they have contracts with this institution. Furthermore, BAG-KUR does not cover
transportation and other affiliated costs. Therefore, it is natural to expect differences in the

utilization patterns of members of different insurance schemes.

3.6.4 Equity in Utilization for Equal Need by Residential Location

We have emphasized earlier the unequal distribution of provision of health

services across the country. Therefore, the probability of reporting illness and seeking care
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could display variations between the urban and rural areas, as well as among the
geographical regions. There have been, however, no significant difference found between
the urban and rural areas in reporting illness and in the share of chronic disease diagnosed
by a physician (Table 3.10). Yet, the people living in rural areas were hospitalized less than

those in the urban areas.

There was a significant difference in the proportion of the population among
regions in terms of reported and diagnosed chronic disease. The health system seemed to
display the highest responsiveness in the eastern Black Sea, where the proportion of the
diagnosed chronic disease cases was closest to the reported rate (See Table 3.10). On the
other hand, the said proportion had been the lowest in the Southeastern Anatolia. This
might have been induced by a lack of awareness about health and health care due to high
level of illiteracy (40 percent of the population was illiterate in the Southeastern Anatolia
(See Table C.3 in Appendix C). Conversely, as we have found earlier that the illiterate had
the highest level reporting chronic illness (see Table 3.5). Here, the only plausible
explanation for this controversy can be the regional difficulties in financial and physical
access to health services. The data presented in Table 3.10 supports this view, as the said
region also displayed the lowest level diagnosis. A recent study by the World Bank also
confirmed this view, relating the situation with the problem of accessibility of health
services and financial access of inhabitants in the regions (The World Bank, 2003, Vol.Il:

36).
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Table 3.10:  Reported Illness and Utilization by Place of Settlement

Place of Settlement Chronic Disease Chronic disease Hospitalized in the
diagnosed by physician last year
Urban 29.36 20.65 4.71
Rural 29.01 20.73 3.53
(Pr=0.506) (P=0.867) (P=0.000)
Thrace 32.11 22.13 4.19
Aegean-Marmara 30.10 23.32 4.77
Mediterranean 28.32 22.10 4.46
Central Anatolia 28.61 23.39 5.07
Blacksea-West 28.74 22.83 5.17
Blacksea-East 38.42 35.71 4.68
Eastern Anatolia 26.15 22.05 3.41
South east Anatolia 24.39 16.12 1.53
(Pr=10.000) (P=10.000) (P=0.000)

Source: 1992 HUS data

3.7 Reasons for Not Seeking Health Care

The reasons as to why the respondent had not been to doctor by income quintiles
and geographical areas are indicative of the situation in financial and geographical access.
Apart from not being sick, affordability was the main reason for not seeking care in all
groups (75.84 percent). This rate was particularly high in lower income and education, as
well as for those living in rural areas and in the Southeastern Anatolia (Table 3.11 and
Table 3.12). The exceptions were the university graduates and those living in the eastern
Black Sea, who reported their lack of insurance coverage as the most important reason for

not seeking care. This finding runs contrary to the generic expectation that university
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graduates are more likely to have jobs and hence insurance. People living in urban areas

also mentioned the importance of insurance status in their decisions in seeking care.

Table 3.11: Reasons For Not Seeking Medical Assistance by Socioeconomic Groups

Don’t know Don’t

Socio-economic doctor/instit No No No like

group ution Insurance Money  Time  doctors  Other
Poorest 20% 0.00 1.07 91.10 0.71 2.85 4.27
2nd 2.44 8.56 79.71 1.96 391 3.42
31 0.52 10.82 72.16 3.61 8.76 4.12
4t 4.35 9.09 68.77 3.16 8.70 5.93
Richest 20% 1.84 15.44 59.93 5.51 6.62 10.66
[lliterate 1.05 8.60 78.62 1.47 4.61 5.66
Literate/no diploma 1.04 4.50 79.24 3.46 4.50 7.27
Primary 2.61 10.29 74.67 3.92 5.07 3.43
Secondary 1.85 10.19 65.74 2.78 11.11 8.33
High School 0.00 13.79 48.28 6.90 10.34 20.69
University 0.00 37.50 12.50  25.00 25.00 0.00

Source: HUS (1992). All Chi” significant at (p<0.000)
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Table 3.12: Reasons For Not Seeking Medical Assistance by Place of Settlement and
Geographical Areas

Don’t
know Don’t
Place doctor/insti No No like
of Settlement tution Insurance Money No Time  doctors Other
Urban 1.45 11.21 67.55 3.56 8.18 8.05
Rural 1.65 7.28 81.94 2.62 2.82 3.69
Geog. Areas
Thrace 1.00 6.97  72.64 1.99 6.97 10.45
Aegean-Mar. 4.44 0.00  63.33 4.44 13.33 14.44
Mediterranean 0.43 12.02 72.53 2.15 8.15 4.72
Central Anatolia 3.09 790  76.63 3.44 4.12 4.81
Black sea-West 7.52 9.02  61.65 3.01 9.02 9.77
Black sea-East 0.00 46.67  40.00 13.33 0.00 0.00
Eastern Anat. 0.31 1574  68.83 7.41 3.40 4.32
South east Anat. 0.20 499  89.82 0.20 2.20 2.29

Source: HUS (1992). All Chi” significant at (p<0.000)

These findings indicate the lack of financial resources had been the most important
barrier in accessing health services. A recent study on the household health expenditures in
2002-2003 confirmed the financial concerns to be the main reason (60 percent) for not
seeking health care. The problem persisted for the uneducated, uninsured, as well as for
those residing in the rural areas and in the eastern part of Turkey (MoH, 2006: 58). The
findings of a comparable study conducted in Tajikistan confirmed the above, as the cost of

care constituted a barrier for the poor in their access to health services (Falkingham, 2003).
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3.8 Logistic Regression Models of Reported Morbidity and Utilization

The two-way cross tabulations do not entirely establish the relationship between
socioeconomic and demographic variables in treatment seeking behavior. In this section we
will try to analyze the impact of socioeconomic and demographic variables, as well as the
location and supply of health care in reporting illness, seeking care and utilization of health
service. Utilization is defined as chronic disease diagnosed by physician, hospitalization in
the last twelve months and application to a hospital in the past two weeks. Considering the
variables that may affect the probability of reporting illness, seeking care and utilization, a
logistic regression analysis will be used to explore the determinants of morbidity and
utilization patterns. Dependent variables are chosen among the questions which have
dichotomous responses of 0 and 1 (i.e. reported as having chronic disease or not, being
diagnosed by a physician for having a chronic disease or not, seek care or not, applied to a

hospital or not). The estimated logistic regressions are as follows:

(1) Whether the respondent reported that he had chronic disease

(i1) Whether the chronic illness diagnosed by a physician

(iii)  Whether the respondent sought medical care for his children under the age of 15

who had been ill in the past two weeks.

(iv)  Whether the respondent had been hospitalized in the past twelve months

(v) Whether the respondent applied to hospital in the past two weeks
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The probability is obtained using the following formula:

Probability (event) = 1/1+e, where Z is the estimated model using logistic regression; i.e.
7= fBy+ S3:X and f3; coefficient is the natural logarithm of the odds® of the i™ independent
variable when it increases by one unit. The coefficients of independent variables are not
easy to interpret apart from the sign. The sign of the coefficients of the logit estimation
shows the direction of the effect of independent variable to the probability of dependent

variable.

The independent variables which would affect the probability of need and
utilization of health services are age, sex, education level, income level, health insurance
coverage by type, geographical location, place of settlement (urban/rural) and employment
status. Beds per 10,000** have also been added to investigate the effect of supply factors for
reporting illness and seeking care. All variables are listed in Table 3.13. The excluded
variables are dummies for female, living in rural, unemployed, illiterate, uninsured and
living in central Anatolia. It is possible that indicators of socioeconomic variables were
correlated with each other. The correlation matrix shown in Table C.30 in Appendix C

indicates weak correlation between the variables.

3 0dds is defined as the ratio of the probability of occurrence of an event to the probability of not occurrence
of the same event.

** Although, it is common to use beds/doctors per 1000 in the literature, due to inadequate supply of number
of beds and doctors in Turkey, the variable, beds per 10000 was used for more meaningful interpretations.
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Table 3.13:

Description of Variables Used In Logistic Regression

Variables Description Value
age Age Real value
sex Sex 0 = female, 1= male
hhinc Household Income Real value
hhinc2 Household Income square Real value x Real value
hhsize Size of household Real value
urban Place of settlement 0 =rural, 1 = urban
employ Last week employment 0 =unemployed, 1 = employed
nodiploma Illiterate 0 = others, 1 = illiterate
litnodip Literate but no diploma 0 = others, 1 = Literate but no diploma
primary Graduated from prim. school | 0 = others, 1 = Graduated from prim.school
secondary Graduated from sec. school | 0 = others, 1 = Graduated from sec. school
highschl Graduated from high school | 0 = others, 1 = Graduated from high school
universt Graduated from university 0 = others, 1 = Graduated from university
Thrace Thrace 0 = others, 1 = living in Thrace
Ageanmar Agean-Marmara 0 = others, 1 =living in Agean-Marmara
Mediter Mediterranean 0 = others, 1 = living in Mediterranean
Ctranat Central Anatolia 0 = others, 1 =living in Central Anatolia
Whlackse Black Sea-west 0 = others, 1 =living in Backse-west
EaBlackse Black Sea-east 0 = others, 1 =living in Blacksea-east
EaAnatolia | Eastern Anatolia 0 = others, 1 =living in Eastern Anatolia
SEAnatolia | Southeastern Anatolia 0 = others, 1 =living in S.Eastern Anatolia
covered Insurance status 0 = uninsured, 1 = insured
ES Insurance scheme (ES) 0 = others, 1 = ES member
SSK Insurance scheme (SSK) 0 = others, 1 = SSK member
BK Insurance sch. (BAG-KUR) | 0 = others, 1| = BAG-KUR member
private Insurance scheme 0 = others, 1 = had private insurance
Nolnsurance | Uninsured 0 = others, 1 = no insurance
totbedsp Total beds per 10000 Real value
chronic Reported chronic disease 0 =none, 1= had one or more chronic illness
chrondr Diagnosed chronic disease 0 = none, 1= diagnosed by physician
seek Seek care when ill last

2weeks under 15 years of 0 =none, 1= been to hospital due to illness

age
hosplly Hospitalization last year o
hospl15 Been to hospital last two 0 =none, 1= hospitalized last year

weeks

0 =none, 1= been to hospital last two weeks
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The results of the estimation are presented in Table 3.14. The first column of Table
3.14 shows the logit estimation results as to the probability of reporting chronic illness. The
probability of reporting chronic illness increased with age, as expected. Males were less
likely to report their chronic illness as compared to females. Better education seemed to
affect negatively the probability of reporting illness. The literate reported less than the
illiterate, as higher education improves living standards and reduces of probability of
having an illness. A similar analogy could be drawn as to the effect of the income level. As
the income level increased, the probability of reporting chronic illness decreased.
Employment status too displayed analogous effects: larger the household size, lesser the
probability of reporting chronic disease. Larger household means less per capita income for
each household member and hence lesser probability of reporting illness. Insurance status
positively affected the probability of reporting chronic illness. A significantly higher
probability was found for the SSK and private insurance members as compared to the
uninsured. BAG-KUR membership was not significant in the probability of reporting
illness. As regards to the place of settlement, those living in urban areas were more likely to

report than those living in the rural areas.

Similar relations have been found for the utilization, defined as the probability of
chronic disease diagnosed by physician, except for the household income and insurance
type. The results are shown in the second column of Table 3.14. The household income was
insignificant and thus not effective in the probability of being diagnosed by physician for

having chronic illness. ES and SSK membership had higher probability of being diagnosed
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as compared to the uninsured, whereas BAG-KUR and private insurance membership

remained insignificant.

Location played a significant role in influencing probability of being diagnosed by
physician for having chronic disease. Chronic illness was more likely to be diagnosed by a
physician in urban areas than the rural. This might be induced by better physical access in
the urban areas. Reporting chronic illness and physician’s diagnosis varied among
geographical regions. The respondents who lived in the eastern regions, except for the
Southeastern Anatolia, were more likely to be diagnosed by a physician for having chronic
disease than those living in Central Anatolia. Despite having increased the probability of
reporting, the number of total beds per 10,000 had no significance in the probability of

diagnosis.

As to the probability of seeking care when ill, the survey targeted the children
under fifteen years of age (column three in Table 3.14). The probability of seeking care
when ill was higher for the younger and for males. The household income increased the
probability of seeking care. The household size, on the other hand, negatively effected, as
expected. The insured were more likely to seek care more than the uninsured, except for the
BAG-KUR members. As the level of education increased, the probability of seeking care
also increased as compared to the illiterate. A similar relation, however, did not hold for the
better educated. Variables for the high school and university degree had been insignificant.

Employment status and place of settlement did not have significant effect. The respondents
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living in Thrace, Agean-Marmara, Mediterranean and the Black Sea regions had lower
probability for seeking care than those living in central Anatolia. The effect of supply

variable was positive and significant.

Most of the variables similarly affected the probability of using hospitals for the
past twelve months and the past two weeks. However, both had very low explanatory
power, low R? (column four and five in Table 3.14. Probability of applying to a hospital®
was positively affected by age, living in an urban area and insurance status. Males and
families with larger households were less likely to use hospitals. Level of household
income did not appear to affect the probability of hospitalization during past twelve
months, whereas in the past two weeks hospital utilization was positively, but weakly
affected by income level (significant at 10 percent). Probability of hospital utilization was
positively affected by having insurance, except for the BAG-KUR members. The
probability of hospital utilization for the past two weeks was lower for those with higher

education than the illiterate.

33 Been to hospital includes both past twelve months and past two weeks.
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Table 3.14:

Summary Results of Logistic Regression Estimates

Estimated Models
Indepen-
dent
Variables Reported Chronic Disease Diagnosed Chronic Disease
Marginal Marginal
Coefficients effects Coefficients effects
age 0596898 0.0121745 0506238 0.0076231
male -4286994™"" -0.0868134 | -3685152"" -0.0551401
hhinc -2.922304""" -0.596413 ns ns
hhinc2 ns ns ns ns
hhsize 0570895 -0.0116441 | -.0416408"" -0.0062704
urban 0893448 0.0181745 0.942189" 0.0141315
employ -0.0872481"" -0.0175974 |  -.1209151°"" -0.0178027
litnodip ns ns ns ns
primary -.1386361" -0.0279796 -.1026095" -0.0152796
secondary -.2857964" -0.0553691 | -.2394862"" -0.0339461
highschl -.2693948™ -0.0521188 -.1539923™ -0.0222297
universt -3837685 -0.0718592 | -.4397659"" -0.0577896
Thrace ns ns -.1468065"" -0.0214186
Ageanmar -2181342"™ -0.0430496 | -.2043715" -0.0294555
Mediter 1498396 0.031272 .10039° -0.0154734
Whlackse ns ns ns ns
EaBlackse 6115645 0.1371809 74705 0.1358302
EaAnatolia ns ns 0.1044839" 0.0161224
SEAnatolia 153197 0.0320359 ns ns
ES ns ns 1953169 0.0308063
SSK 121079 0.0250586 2238074 0.0349024
BK ns ns ns ns
Private 2445656" 0.0522743 ns ns
totbedsp .0032385" 0.0006605 ns ns
constant 2.016802°"" 2.416986 "
Pseudo R? 0.2160 0.1775
N 27404 27404

Source: HUS (1992). For details of estimations see Tables C.31, C.32, C.33. C.34 and C.35

in Appendix C.
Note: significant at 10 percent, significant at 5 percent,  significant at 1 percent.

ns: not significant. N: number of observations.
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Table 3.14 (Continued)

Estimated Models

Indepen- Seeking care Hospitalization
dent
Variables (under age 15) last year

Coefficients | Marginal effects | Coefficients | Marginal effects
age -2152085" -0.0067053 | 0.0206878° 0.00067
male 2580047 0.0080524 | -.2100574""" -0.0068409
hhine 11.36966 0.3542446 ns ns
hhinc2 -50.27706 -1.566483 ns ns
hhsize -.1408977""" -0.00439 | -.0649927""" -0.0021259
urban ns ns | .2088841°" 0.0067532
employ ns ns | -.5350895" -0.0152566
litnodip 3414096 0.0115504 | -.2832146" -0.0084829
primary 5766795 0.0217452 ns ns
secondary .7438418™ 0.0304866 | -.2756705"" -0.0081665
highschl ns ns ns ns
universt ns ns ns ns
Thrace -3262529" -0.0091242 | -3065746"" -0.0091287
Ageanmar -2667326" -0.0076011 | -.1957736" -0.0060293
Mediter ns ns ns ns
Whlackse -.5122289° -0.0129521 ns ns
EaBlackse -.8095358™"" -0.0183644 ns ns
EaAnatolia ns ns -0.2034836" -0.006208
SEAnatolia ns ns | -.8887734"" -0.0214779
ES 3880565 0.0140278 | .4049637""" 0.0153717
SSK 0.2129907" 0.0070187 | .4693837"" 0.0172467
BK ns ns ns ns
Private 7893147 0.0356451 ns ns
totbedsp 0151494 0.000472 ns ns
constant -1.639336 -3.341322"
Pseudo R? 0.1016 0.0563
N 10198 27403




Table 3.14 (Continued)

Estimated Models

Indepen-
dent
Variables Been to hospital (last two weeks)

Coefficients Marginal effects
age 0118559 0.0004667
male -.1445667" -0.0056715
hhinc 2.355467 0.0927149
hhinc2 ns ns
hhsize 1262163 -0.0049681
urban 4147508 0.0159997
employ -2979621"" -0.0108528
litnodip -.390821"" -0.0136623
primary -.48004"" -0.0176428
secondary -.5333632"" -0.0174475
highschl -.4528565" -0.0149917
universt -.5598288""" -0.0174067
Thrace ns ns
Ageanmar ns ns
Mediter ns ns
Whblackse ns ns
EaBlackse ns ns
EaAnatolia 2776865 0.0120446
SEAnatolia ns ns
ES 87022817 0.0472459
SSK 7847189 0.0376019
BK ns ns
Private .5489053"" 0.0276793
totbedsp ns ns
constant -3.040318""
Pseudo R? 0.0636
N 27286
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A logistic regression analysis conducted for perceived acute morbidity and hospitalization
in Thailand, found that the probability of reported acute illness was reduced by being male,
belonging to the fourth income quintile as compared to the fifth, having higher education
level and being uninsured (Pannarunothai and Mills, 1997). The probability of
hospitalization was not affected by income level. Absence of insurance and higher

education level reduced the probability of hospitalization.

3.9 Differences in Health Care Need: A Chronic Disease Index

(CDI) by Provinces in Turkey

Among the logit models presented in Section 3.8, the model for the probability of
reporting chronic illness is chosen to derive a Chronic Disease Index (CDI) for all
provinces. The coefficients of the estimated model are assumed to represent all provinces.
Using these coefficients’® and mean values of explanatory variables for each province in
1990", a CDI is calculated using the probability formula P(Chronic) = 1/1+e* (for details
of calculations see Appendix E). The calculation of CDI takes into account the

socioeconomic variables, demographic variables as well as the supply factor.

%% The logit equation for chronic illness estimated once again by using the variable ‘insured’” which combined
the ES, SSK, BAG-KUR and private insurance. The result of the new estimation is also shown in Appendix
C.

3" The mean values of the explanatory variables are drawn from the 1990 census and statistics compiled from
the ES, SSK and BAG-KUR.
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This calculation shows us the value of the probability of reporting chronic illness
for each province for the year 1990. Then, the CDI is compared with the Development
Index (DI) calculated by the State Planning Organization (DPT, 1996). The DI is composed
of demographic, employment, education, health, industry, agriculture, construction,
finance, infrastructure and other wealth indicators. These were calculated using the 1990-

1993 data.

The ranking of the provinces according to the DI and CDI is shown in Table 3.15.
Two important observations arise from such comparison. First, the provinces with a high
level of socioeconomic development had a high CDI value. There are extensive industrial
facilities in these high-ranking provinces according to the DI. These industrial activities
resulted in pollution and increased incidence of catastrophic illnesses. This is a medical
explanation of the situation. However, a pure medical explanation may not be enough.
There is also a need for socioeconomic explanation. A second observation supports this
need. The provinces with a low DI had also a low CDI value, meaning that the less
developed provinces had lower probability for reporting chronic disease. These are the
provinces in the southeastern and eastern Anatolia. This does not mean that the people
living in these provinces are healthier than those living in cities with a high DI. Therefore,
the explanation cannot be strictly medical. The first reason for a low CDI could be that the
people were unaware of being unhealthy due to low level of literacy in the east. However,
our analysis has indicated that the probability of reporting chronic illness was the highest
among the illiterate as shown in Table 3.8. Another important finding has been that the

people in eastern Anatolia had important problems in terms of financial and physical access
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to health services. Therefore, the reason for a low CDI in these provinces is more related to

the accessibility of health services. This is an equity problem.

The DI compiles many welfare indicators drawn from various social and economic
sectors. It leaves us, however, with little indication about the individual sectoral needs and
areas requiring government intervention for the further enhancement of responsiveness.
The sector specific indexes may prove more indicative as in the case of Kocaeli, which
ranks third in terms of the DI, but scores the worst in terms of the CDI. The DI ranking may
not precipitate any particular intervention with special reference to the health services in
Kocaeli, whereas its CDI ranking urges immediate measures with a view to upgrade the
health status in that province. Hence, sector specific indexes are more relevant for
identifying necessary interventions for enhancing responsiveness. Equity assessment is the

most effective analytical tool to serve this purpose.
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Table 3.15:

Index (CDI) by Provinces

DI CDI
Provinces® Ranking DI Value Ranking | CDI Value
Istanbul 1 4.879015 37 0.0949
Izmir 2 2.707983 50 0.1116
Kocaeli 3 1.745641 65 0.6249
Ankara+Kirikkale 4 1.732766 30 0.0846
Bursa 5 1.561681 27 0.0830
Eskisehir 6 1.010243 35 0.0932
Antalya 7 0.979019 48 0.1042
Tekirdag 8 0.912105 38 0.0958
Adana 9 0.825002 29 0.0838
Icel 10 0.692054 18 0.0766
Mugla 11 0.625896 51 0.1150
Aydin 12 0.572214 26 0.0826
Balikesir 13 0.566499 44 0.0992
Kirklareli 14 0.554468 58 0.1330
Kayseri 15 0.530593 16 0.0746
Denizli 16 0.501473 34 0.0918
Bilecik 17 0.474944 46 0.1014
Edirne 18 0.408019 53 0.1162
Canakkale 19 0.351583 52 0.1158
Isparta 20 0.337425 57 0.1229
Manisa 21 0.308470 40 0.0963
Usak 22 0.249609 49 0.1098
Gaziantep 23 0.199953 20 0.0772
Hatay 24 0.189559 17 0.0749
Sakarya 25 0.154779 31 0.0852
Bolu 26 0.147192 45 0.1004
Burdur 27 0.144998 54 0.1165
Kiitahya 28 0.093397 28 0.0836
Nevsehir 29 0.006389 12 0.0691
Konya-Karaman 30 -0.002589 14 0.0708
Elaz1g 31 -0.024586 21 0.0803
Trabzon 32 -0.034803 61 0.1440
Samsun 33 -0.042239 23 0.0807
Zonguldak-Bartin 34 -0.054947 42 0.0982
Kirsehir 35 -0.116527 6 0.0611
Rize 36 -0.122267 56 0.1224
Malatya 37 -0.179552 7 0.0617

A Comparison of the Development Index (DI) and Chronic Disease

% The analysis is based on 65 provinces by merging some provinces into one. For a similar application, see

Filiztekin (1999).
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Amasya 38 -0.193947 43 0.0987
Afyon 39 -0.228109 32 0.0872
Kastamonu 40 -0.331970 59 0.1382
Corum 41 -0.338263 8 0.0619
Giresun 42 -0.342129 64 0.1847
Artvin 43 -0.361540 24 0.0814
Nigde-Aksaray 44 -0.364809 10 0.0655
Erzincan 45 -0.369077 39 0.0959
Sivas 46 -0.408015 19 0.0768
K.Maras 47 -0.450686 13 0.0704
Tokat 48 -0.481332 60 0.1396
Cankiri 49 -0.506919 22 0.0804
Sinop 50 -0.512526 55 0.1207
Ordu 51 -0.535689 62 0.1562
Erzurum 52 -0.550649 33 0.0874
Diyarbakir 53 -0.614462 5 0.0599
Yozgat 54 -0.639394 15 0.0712
S.Urfa 55 -0.657586 3 0.0580
Tunceli 56 -0.694920 47 0.1015
Adiyaman 57 -0.752853 1 0.0498
Gilimiighane-Bayburt 58 -0.790981 63 0.1661
Kars-Ardahan-Igdir 59 -0.930731 41 0.0974
Van 60 -0.955459 2 0.0569
Hakkari-Mardin-Siirt-

Sirnak-Batman 61 -1.006897 4 0.0582
Bitlis 62 -1.056951 11 0.0677
Bingol 63 -1.060746 36 0.0936
Agr 64 -1.134534 25 0.0820
Mus 65 -1.244671 9 0.0644

115



3.10 Concluding Remarks

As we have argued earlier, equity implies the responsiveness capacity of the health
system to the health needs of the population. Existing resources in a country may be
insufficient for an adequate and evenly distribution of welfare benefits, but responsiveness
of a health system can be improved, despite scarce resources, by ensuring more equity in

terms of finance and provision of health services.

In the previous chapter, we have argued that there has been no improvement in the
finance and provision of health services in Turkey, despite the increased health
expenditures. In this chapter, we have tried to explain this phenomenon through an analysis
of equity in the health system in Turkey. Our analysis, based on the data drawn from a
Health Utilization Survey (HUS) conducted in 1992, has helped our understanding as to
what is the problem of inequity in the health system in Turkey and what can be the areas of

intervention toward a more equitable health sector.

The utilization of health services is influenced by health, income, education, time,
money costs, supply of healthcare resources and the access to health care (Wagstaft, 1986).
Money costs are reduced through insurance, therefore rendering coverage an important
aspect of the finance of health system. By the time the HUS was conducted in 1992, more
than half of the respondents did not have insurance®”. The uninsured exceeded 70 percent

among the poor. A public insurance scheme is expected to provide health benefit coverage

%% By taking into account the dependents of the insured and the Green Card holders, one may reasonably argue
that insurance coverage has exceeded 102 percent [sic] by 2004.
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to its members. However, our analysis showed that this has been hardly the case in Turkey.
There had been three public insurance schemes® with different benefit packages. However,
due to differences in the rules of entitlement and coverage as well as in health service
provision, the public insurance system remained patchy and disorganized. This has been

ultimately reflected in the inequality among the different insurance schemes.

The findings of our analysis have indicated that the insurance status was highly
associated with income, employment status and type of occupation. The insurance coverage
increased with income level. However, more than a third of those in higher income
quintiles had not been insured (Figure 3.1). Almost half of the employed (Table C.14),
about thirty percent of the employers and sixty percent of the self-employed had been
uninsured (Table 3.3). These indicates a significant loss in terms of insurance premiums
and hence, a source of finance. Therefore, the objective of risk pooling through insurance

could not be attained and its sustainability was curtailed.

There have been out-of-pocket payments, formal and informal payments as other
important source of finance in health services. Having insurance did not protect people
from the costs of health services in full. We found that the insured still had to make both
formal and informal payments in using health services. Also, the mean value of out-of-
pocket payments was higher for the poor than the rich. Similarly, the share of out-of-pocket

health expenditures in household income had been strikingly higher for the lowest than

* These have been merged into a Social Security Institution (Sosyal Giivenlik Kurumu -SGK) only recently in
2006.
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other quintiles. Hence, the system has not been progressive as it failed to ensure payments

in accordance with the ability to pay.

The system operates more costly than it seems, as there are also indirect costs.
Most of the family members of patients using public hospitals have been made to provide
patient care during hospitalization. Therefore, the total cost of using health services may be
even higher than those reported. An in-depth study should be undertaken to find out the
overall costs to the patients. Among these, it is believed that informal payments constitute a
pathological implication generated by the health system in Turkey, the extent of which

should also be thoroughly investigated.

Utilization of public health services was above ninety percent. All income groups
and people living in urban areas were utilizing public hospitals as a first point of contact.
For the uninsured, BAG-KUR members and the privately insured however, the private
physicians constituted the first point of contact. More interestingly, the lower income
groups applied to private physicians more than the higher income groups (Figures 3.6, 3.7
and 3.8). The main reasons that the private physician is considered as a mean for entry into
health system have been practical and cultural rather than economic. People are ready to
pay for the private physicians, especially those working part time at public hospitals so that
they can be referred to those hospitals for diagnostic tests and procedures. Besides, as the
main focus of the system has been the curative services, patients prefer to be seen by a

specialist rather than a general practitioner.
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In our analysis, we have considered reported chronic illness as an indicator of the
health need. For utilization we considered physician’s diagnosis of chronic disease, hospital
use for the past twelve months and the past two weeks. We found both the reported and
diagnosed chronic illness (i.e. the need and utilization) had been responsive to education,
insurance and employment status. But, there was no clear relation between income levels
and utilization. Unemployment constituted a barrier to application to the system but not for
hospital use. Insurance status was highly influential in utilization. Our findings concerning
the utilization pattern have largely corresponded to those found in similar studies in other

countries.

Access to the system is yet another major problem in itself. In terms of finance, we
have already emphasized the prominence of the insurance status over income level. In
terms of physical access, the deficiencies in provision and unequal distribution of health
care resources have caused acute problems of access particularly in the rural and eastern
parts of Turkey. We found that people living in these areas were uninsured, reported lowest
level of chronic disease and used fewer services. They made substantially higher out-of-

pocket payments than those living in other areas.

It is although that the public services have been the main provider, the poor, the
uninsured and rural population had difficulty in access to and utilization of these services.
However, the associated costs make the utilization of public services difficult. This has

been confirmed by our finding of the lack of financial resources as the main reason for not
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seeking care. We would therefore conclude that the government has not been effective in

targeting the most vulnerable.

The conventional development indices may not suffice for the explanation of
particular disparities in different sectors. In order to understand the specific needs requiring
intervention in health sector, we have compiled a CDI by provinces in Turkey. The CDI
serves as an indication of health status derived from the socio-economic, demographic,
geographic variables as well as supply factors. A comparison between the DI and the CDI
ranking of provinces proved that the health care needs of the population may differ from
what a conventional development index suggests. We found that, although for different
reasons, the least developed provinces had better health status than the most industrialized
ones. The CDI enabled us to take a closer look at the underlying reasons, i.e. purely

medical, social, economic, financial, physical, cultural and geographic factors.

In our analysis, we focused on curative services. Curative services are more
subject to out-of-pocket payments and are more frequently used and reported by
individuals. In addition to the above, curative services constitute the overwhelming part of
the health system in Turkey. However, the health care also covers promotive, preventive
and rehabilitative services, which require public responsibility. Therefore, these services
other than the curative should be studied in detail to complement our understanding of

equity.
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Our analysis has also been restricted to the process up to utilization. The final
outcome, i.e. the health status, is not included in the scope of our analysis. We have limited
our analysis by excluding other factors affecting health status other than health care.
Further assessment can be made by controlling the factors other than health care with such
tools to measure health status as Quality Adjusted Life Years-QALY, Disability Adjusted
Life Years-DALY, EQ-5D (Mooney, 1992: 44ff; Mooney and Olsen, 1991: 117ff;
McGuire et al., 1992: 21ff; Dolan, 2004; 46ff; The World Bank, 1993: 29; EuroQol
Group). However, engaging these tools requires a type of questionnaire designed to

measure all dimensions of health from physical to social.
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CHAPTER 4.

AN ESSAY ON EXPLAINING DIFFERENCES IN

ECONOMIC GROWTH ACROSS PROVINCES OF

TURKEY: DOES HEALTH STATUS MATTER?

The reason for the rise in the growth performance developed countries after the
Second World War should be more than increase in physical capital and labor force. The
variation in growth performance has been partly explained due to differences in their

human capital levels and the prominence given to the human capital formation.

It has long been stated that human capital is a complex input that consists of both
knowledge and health capital. The theory of human capital was pioneered by Schultz, who
suggested in 1961 the role of education and health in human capital in growth. Following to
his work, Mushkin emphasized the relevance of health and the inseparability of health and

schooling within the concept of human capital and in the process of economic growth

(1962).
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Health and schooling constitute a joint investment in an individual. One may not
think of a person attending a school or becoming a part of the labor force without a good
health. The success of the health intervention depends on the educational level in the
society. Better educated people are aware of the importance of a healthy living and it would
be easier to attain a better health status in an educated society. An improvement in health
terms of an increase in life expectancy reduces depreciation rate of investment in education
and increases the return to investment in education. While better education improves

productivity in the production process, it also increases the return on investment in health.

Despite its importance, health has been usually ignored as part of the human
capital. Education improves quality of the labor force. But health ensures the performance.
It is essential for both the quantity and the quality of labor. Healthier workers are more
productive and earn better wages. They are less likely to be absent from workforce because
of illness. Extension in longevity through improvements in health decreases the
depreciation rate of human capital, making investment in education more attractive.
Increased life expectancy may affect intertemporal discount rate and therefore lead people
to save more. Healthier people have a stronger incentive to invest in education, because

they expect to collect the benefits of such investments over longer periods (Zamora, 2000).

The empirical growth studies on human capital in growth gradually focus on the
role of education in analyzing the process of economic growth and differences in growth

rates among countries and regions. The omission of health as a basic component of human
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capital may also result in overestimation the effect of education (McDonald and Roberts,
2002). The analysis of the role of health in per capita growth regression will complement

role of human capital in growth studies.

This part will aim at searching for the effect of health status in the rate of
convergence in growth rate across provinces of Turkey. The descriptive part will outline the
recent growth literature with special reference to human capital. A brief review of the
literature will be presented on empirical applications of health as part of human capital in
growth. The empirical application will try to analyze the importance of health in explaining
regional differences in the economic growth in Turkey. There are studies exploring the
effect of human capital on growth and convergence in growth rates among provinces of
Turkey which have incorporated education as a representative of human capital (Cegen et
al., 2003; Tansel and Glingdr, 1998; Gilingor, 1997). This empirical trial will adopt health

status as part of the human capital.

In the previous chapter we have argued that, health system in Turkey has not been
responsive to the health needs of the population. In order to understand the extent of such
need, we derived a CDI for each province using the results of logit estimation for the
probability of reporting chronic illness. This index reflects a combination of the effects of
socio-economic variables, demographic variables and regional variations in reporting
chronic disease. We would argue that this index can be instrumental in exploring the effect

of health status to the rate of growth of convergence among the provinces.
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4.1 Human Capital and Theories of Growth

The convergence hypothesis of the neoclassical growth model, pioneered by
Solow, predicts that countries with similar technologies, saving rates and population growth
rates should converge to similar steady state levels of per capita income. This is due to the
assumption of diminishing marginal productivity of capital; poor countries with a lower
level of capital per labor will grow faster during the transition period and will catch the rich

countries. (Barro, 1991; Barro and Sala-i-Martin, 1995).

The neoclassical answer has been criticized with regards to its insufficiency in
attaining higher and sustainable growth paths, its restrictive assumptions*' and its inability
to explain the wide differences across countries in growth rates. Its basic premises are
claimed to fail exactly reflecting most of the stylized facts. There exist significant
differences in growth rates among different countries. The real output grew by more than 6
percent annually in Asia, 3.7 percent in Latin America and 2.8 percent in Africa in the past
two decades (Agenor and Montiel, 1996). There are also unavoidable differences in wealth
across the countries. The average per capita output of the highest five countries was twenty

nine times higher than the average per capita output of the five lowest in 1985

I These basic assumptions involve that the markets are assumed to be clear and competitive; population,
labor growth and technological change are exogenous to the model, technology depends on labor force;
capital and labor ratio depends on the factor price ratio; production function exhibits diminishing returns to
capital and labor separately and constant returns to both inputs jointly and identical rational individuals
(Verspagen, 1992; Ehrlich, 1990).
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(Schmitz,1993). The growth rate of world's technological leader has not been falling in

contrast to the predictions of the neoclassical model (Grossmann and Helpman, 1994).

The failure to explain the real world situation and the need to find mechanisms to
sustain the high levels of growth of output led to endogenous growth literature.
Endogenous growth theory reformulated the assumptions of neo-classical growth theory
and modeled the steady state growth occurs endogenously. The focus has shifted towards
technological change regarded as an endogenous phenomenon that affects growth.
Knowledge, human capital, research and development influence technological
improvement in the production process. The production function displays increasing returns
arising from specialization and investment in knowledge capital, since knowledge is being
treated as a public good with spillover benefits. Hence, investment in human capital may
sustain long term growth. An important policy implication is that, government should
subsidize the externality generate on activity; the improvement of human capital,

knowledge, research and development and technology.

Accumulation of human capital, as emphasized by Romer (1986) and Lucas
(1988) in an endogenous growth framework, models the technological progress or the
growth of total factor productivity as a function of educational level or human capital
(Lucas, 1988; Rebelo, 1991; Romer, 1990a; Romer, 1990b). The presumption in this model
is that an educated labor force facilitates creation, adoption and implementation of new
technologies and hence generates growth. Romer (1990a) developed a model assuming that

human capital is the key input to research sector. Creation of new ideas is a function of
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scientific knowledge which forms human capital. Lucas stressed the spillover benefits
arising from human capital (1988). Due to spillover benefits, the rate of return on human
capital increases which further leads to higher rates of investment on human and physical

capital.

In response to the endogenous growth literature, Mankiw, Romer and Weil (1992)
augmented the Solow model by adding human capital into the production function as a
separate factor of production along with physical capital and labor, while maintaining the
assumption of exogenous technological change. A large number of empirical studies have
followed to explain the concept of ‘conditional convergence’; that is convergence in growth
rates across countries that are conditional on human capital (Barro, 1991; Mankiw et al.,

1992; Benhabib and Speigel, 1994; Murthy and Ukpolo, 1999).

Human capital is generally represented by education in most studies on growth.
The empirical studies usually adopt the school enrollment ratio, i.e. primary/secondary
school enrollment ratios, number of school years completed or literacy rates are used as a
proxy for education. The findings of the cross-country analyses have indicated that the
impact of the initial level of human capital on economic growth was found significant
(Barro, 1991; Mankiw Romer Weil, 1992; Barro and Lee, 1993; Benhabib and Spiegel,

1994; Barro and Sala-i-Martin, 1995; Murthy and Chien, 1997; Barro 2001).
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4.2  Health in Human Capital and Growth Studies

An improvement in human capital requires not only a better education but also
better health and nutritional conditions. Health status is usually represented by life
expectancy, mortality rate, nutritional status or sometimes health expenditures. As argued,
although it has been recognized as a main component of human capital since the 1960s, the
effects of health, however, have not been thoroughly discussed in the growth equations

until the early 1990s.

One line of argument, basing on an endogenous growth framework, suggests that a
higher health status improves labor productivity and can be effective on economic growth.
Based on the Lucas model (1988), van Zon and Muysken (1997; 2001) introduced a
theoretical framework in order to incorporate health in growth by a simple model of
endogenous growth in which a good health serves a necessary condition for labor supply.
They demonstrated that growth may disappear in countries where there are high rates of
decay in health or less productive health sector. Yetkiner (2002) indicated the significance
of health in growth process through its effect on labor productivity and hence labor supply.
According to his theoretical analysis, health indeed supports capital accumulation via labor

productivity.

Since Barro (1991) and Barro and Sala-i-Martin (1992), several studies have
investigated the positive effect of health on economic development, especially in the
context of “conditional convergence”, using health proxies for explaining the long-run

growth differences across countries. Results suggest a strong and robust effect of health in
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explaining income per capita differences. Using an augmented version of the Solow model,
Knowles and Owen (1995) included both ‘health capital’ and ‘education capital’ as the
main components of human capital in the production function. According to their findings,
the relationship between per capita income and health status (proxied by life expectancy)
was stronger than the relationship between per capita income and education (proxied by
average number of years of schooling of the population aged 25 and over). In a subsequent
study, Knowles and Owen (1997) formulated health and education as labor augmenting in
production function. They again found similar results favoring health. McDonald and
Roberts (2002) incorporated both health and education in a dynamic panel data model in
order to capture country specific and time specific effects in the augmented Solow model.
They found that, the roles of different forms of capital in the growth process change in
countries with different income levels of countries. To them, health capital was more
important in low income countries, while education capital was more important in high
income countries. Most of the cross-country studies incorporating health status found a
significant and positive effect on per capita income growth rate. In fact, initial health
seemed to be a better predictor than initial education (Barro, 1996; Cermeno, 2000; Mora

and Barona, 2000).

Webber (2002) also used the augmented Solow model, but employed different
variables as a proxy for health and education capital. He claimed that nutritional status and
different levels of school enrolment ratios were more conducive to policy formulation. His
results conflicted with previous studies on this ground and suggested that nutritional status

would make a modest contribution to economic growth while enrollment ratios had
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significant and positive effects. Accordingly, he proposed policies favoring investment in

education relative to investment in health for higher growth.

Bloom, Canning and Sevilla (2001) tested the existence of an effect of health on
labor productivity and measured its strength. They incorporated all major components of
human capital, average years of schooling, work experience and health proxied by life
expectancy in the aggregate production function. Constructing a panel of countries
observed every ten years from 1960-1990, they found that life expectancy had a positive
and statistically significant effect on economic growth. Their result suggests that each extra
year of life expectancy raises the productivity of workers and leads to a 4 percent increase

in output.

To focus on a single country may help capture country specific conditions that
may be crucial to economic growth and give better insights for policy formulation. The
empirical application on the causal relationship between human capital and economic
growth in a single country has been limited and again education is the common factor
representing human capital (Tallman and Wang, 1994; Cheng and Hsu, 1997; Asteriou and

Agiomirgianakis; 2001).
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4.3 Convergence Among the Provinces of Turkey: Does Health

Status Matter?

There are studies examining the problem of convergence across provinces in
Turkey. These studies vary in terms of their findings. Tansel and Giingor (1998) found
absolute convergence in labor productivities across provinces between 1975-1995, whereas,
Filiztekin (1999) found divergence in per capita output among provinces for the same
period. The study found conditional convergence when regional dummies were included to
control for the differences in steady states. Dogruel and Dogruel (2003) also found absolute
convergence in per capita GDP between 1987- 1999. In his recent analysis, Filiztekin again
found divergence in gross value added per capita values among provinces (2004). Using
gross value added per person in working age he found convergence, but the rate of
convergence was slow. Neither convergence nor divergence was obtained using gross value
added per employee values of provinces (Filiztekin, 2004). Tansel and Giingér also
analyzed conditional convergence through accounting for human capital (1998). Human
capital was represented by mean years of schooling. Including human capital increased the

convergence rate among provinces.

Incorporating health status as a component of human capital has been a rather
neglected venue in research on conditional convergence across Turkey’s provinces. Has
health status been effective on the rate of convergence across provinces? Using the
methodology of Barro and Sala-i-Martin (1995: 388), the existence of convergence in

growth rates among provinces of Turkey and whether this convergence is conditional on
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health status will be explored. In order to test for convergence Barro and Sala-i-Martin

derived the following equation (1995: 387).

[1] (1/T) log (viyio) = a — [1-e”)/T].1og (vio) + uio.r

The equation implies average growth rate from interval 0 to T, where yj; and yio are
level of real per capita GDP for the last and initial period, 1 denotes a province or a country,
a is the intercept and ujor is the average error terms between time period 0 and T. The
coefficient on initial income shows the direction of convergence and f is the rate of
convergence. A negative and significant association between the initial income and a

growth rate indicates absolute convergence.

In order to explore whether health status improves convergence across provinces a

health indicator is added to the equation. The analysis is on estimating the convergence of

growth rates across provinces that is conditional on health status. The following equation

was estimated using simple ordinary least squares (OLS) regression technique.

[2] (1/T) log (yit /yio) = a — [(1-”")/T].log (yio) + log CDIL + uio 1

where CDIj, represents health status at initial year. Regional dummies will also be added in

order to control differences in steady states across provinces.
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The data for gross value added output per employee is taken from Filiztekin®
(1999). As mentioned before, CDI for each provinces derived in section 3.8 could be used
as an indicator for health status. Chronic illness reduces days at work, workforce and
productivity and hence deteriorates growth. It is expected that the sign of CDI will be

negative.

We have drawn the CDI using the results of logit estimation of probability of
reporting chronic illness. The variables used in calculating the probabilities for each
province were 1990 values of median age, percentage of males in the population,
urbanization rate, average household income, average household size, total beds per 10.000,
percentage of employed in total population, education levels, percentage of insured in total
population in each province and regional dummies. However, the whole CDI may not be
directly convenient for the purpose of convergence in growth rates conditional on health
status. Because, CDI contains variables which may positively or negatively affect growth
rate as well as neutral factors. A new CDI is obtained using the variables that may affect
convergence in growth among provinces. Hence, variables which are thought to be neutral
or negatively affect the growth rate are extracted from the CDI. The new index is renamed

as the decomposed CDI.

The result of the logit estimation for the probability of reporting chronic illness
helps us in categorizing explanatory variables that may affect positively the convergence in

growth rates across provinces. The variables that are assumed to positively affect growth

42 Unpublished data used in Filiztekin (1999) obtained from the author.
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rate can be those which have negative in sign in the logit estimate; these are the variables

reducing the probability of reporting chronic illness.

Median age, beds per ten thousand, insurance coverage and urbanization had
positive impact on probability of reporting chronic illness, but are assumed as they are
neutral in the growth process. Insurance coverage could indirectly affect growth rate. The
effect of insurance on growth is represented by the variable ‘employed’. Therefore,
insurance cover can be ignored in calculating decomposed CDI. Urbanization increased
reporting chronic illness as it may ease access to health services. On the other hand,
urbanization may have deteriorating effect on health status of individuals and increases the
probability of having chronic illness. Hence, its effect on growth is not very distinct. The
probability of reporting chronic illness decreases as the average household size increases.
Thinking in terms of their effect on growth, household size could positively affect growth if
the households can enter into labor force, otherwise it slows down growth. The
unemployment rate in Turkey was 8.6 percent in 1990 (TUIK, 2005). Hence, the effect of

household size is assumed to be indeterminate.

According to the results of logit estimation reported above, males are less likely to
report their chronic illness than females. Since male population has been more likely to
enter into labor force in Turkey (TUIK, 2007) and they are less chronically ill as per our
findings, this situation promotes growth. People become more conscious of their health and
have better health status as the level of education improves (Kenkel, 1991; Grossman,
1975). The result of logit estimate also supported this; as education level improves, people

were less likely to report chronic illness. Empirical studies on growth supports that
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education induces growth rate (Barro, 1991; MRW, 1992; Barro and Lee, 1993; Benhabib

and Spiegel, 1994; Barro and Sala-i-Martin, 1995; Barro, 2001).

Being employed had a negative sign supporting that they can earn more, live better
and less likely to become ill. Employment has positive impact on growth. This is true for
the average household income (Sundberg, 1996: 60). As average household income raises
people can better look after themselves, live in better conditions, have better nutrition

which improves the productivity of labor and hence promoting growth.

In sum, in order to calculate the decomposed CDI, we have chosen the male,
average household income, the employed, the graduates from primary to university level, as
these are the variables which lower the probability of reporting chronic illness, hence
promote growth. It is also assumed that, there was no structural change between 1980 and
1990. Therefore, the coefficients obtained from the logit estimate using 1992 cross-
sectional data are used to calculate both for 1980 and 1990 decomposed CDI using the
probability formula explained in section 3.8. The calculation of the decomposed CDI is

given in Appendix F.

Table 4.1 presents the OLS results for the simple cross-sectional convergence and
convergence conditional on health status. The results of the first three estimates between
1980 and 1990 were all insignificant. Results of estimation of the models for 1990 and
2000 support statistically significant convergence in gross value added per employee across
provinces conditional on health status and as regional dummies are added to the simple

equation. The decomposed CDI that is represented by the probability of reporting chronic
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illness, is expected in sign and significant at ten percent. This suggests that chronic illness

impedes the rate of growth.

Table 4.1: Single Cross-Section Results of Estimating Convergence Across

Provinces in Turkey

OLS OLS estimates OLS with regional
Estimates with dummies and
decomposed CDI decomposed CDI
1980-1990
In(GrossVApEmployee;oso) 0.0038 0.0128 -0.0146
(0.0068) (0.0152) (0.021)
In(decompCDI,o0) 0.0044 -0.0007
(0.0066) (0.008)
Constant 0.0083" 0.0156 0.015
(0.0041) (0.0118) (0.012)
R’ 0.005 0.012 0.216
1990-2000
In(GrossVApEmployee;gg0) - 0.0064 -0.0138 -0.0305"
(0.0042) (0.0089) (0.0104)
In(decompCDI,99) -0.0043 -0.0086"
(0.0045) (0.0043)
Constant 0.0104" 0.0031 0.0028
(0.0030) (0.0082) (0.0078)
R’ 0.034 0.048 0.349

Standard errors of estimates are in Earentheses
" denotes significance at 1% level, ~ denotes significance at 10% level.
Regional dummies are for Marmara, the Aegean, Black Sea, Mediterranean, Central
Anatolia, East and Southeastern Anatolia.
The estimated coefficients for regional dummies are not reported.
Appendix G provides detailed results of estimations.
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4.4 Concluding Remarks

Inclusion of health status as representative of human capital results in convergence
among Turkey’s provinces when steady state factors are controlled with regional dummies.
Therefore, an inclusion of health status as a component of human capital along with

education may prove useful in testing convergence among Turkey’s provinces.

For analytical purposes, both the CDI and the decomposed CDI can be considered
as an attempt to objectively signify and measure health status. Equity analysis, as argued in
the previous chapter, is a feasible means of obtaining such measurement. Equity in the
health system is an important objective for the government in enhancing its responsiveness
capacity to the health care needs of the population. Given the peculiarities of the health care
market, government can play a significant role by performing sectoral intervention for
improving the health status, if it is adequately informed of the objective dimensions of the
health status. Hence, we believe that studies into health economics need to understand and
account for constructing and measuring such indexes and encourage their utilization by the

growth studies.
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S.  CONCLUSION

There are fundamental differences between the libertarian and the egalitarian
views as to the fundamental concepts in economic theory, such as the nature of the market,
the role of the government, distribution of welfare, the allocation of resources and the like.

Equity is not immune to this debate.

For untamed libertarians such as Nozick, the role of government should be
restricted to providing minimum standard of health care to the poor. Their focus is on the
willingness and the ability to pay as a means of rationalization in health care. Hence, their
criteria for equity denote the extent to which people are free to use the health care they
wish. The main concern of the egalitarian view, on the other hand, involves fairness in
distribution. To them, access to health care is a right for everyone and should not be
influenced by the existing distribution of income and wealth. This implies equalizing

individual net benefits in health care.

How, then, should we handle the basic question about equity in health care, as a
matter of individual preferences or needs? As argued earlier, the nature of the health care
market does not allow a free and unimpeded operation of individual preferences. From the
perspective of the individuals, the idea that persons suffering from contagious diseases

should be left to their individual preference, for instance, may be considered as ethically
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correct. But, if they are not adequately treated, they will create negative externalities and
risks on the public health. This is justifiable neither socially nor economically. At the same
time, services such as immunization, sanitation and disease prevention, promotion of
healthy living create positive externalities that produce economically justified benefits. As
such, there are publicly defined needs which go beyond individual preferences. Hence, in

health care, there are needs before preferences.

Health care should be distributed according to need and financed according to
ability to pay. These require the active involvement by the public sector both in provision
and finance in health services. Equity, then, refers to a system of fairness toward the needs
of the population which should be responded by public provision. However, as argued
earlier, it is not feasible to envisage a complete equality in health. Because, there are natural
and biological variations (i.e. sex, genetic inheritance, natural capabilities, luck and effort)
in the population. These variations cannot be accepted as inequalities. Hence, we should

make a distinction between differences and inequalities.

Differences can be attributed to biological reasons, while inequalities are related to
differences that can be corrected. Inequalities provide information about the existing
problems in the system and give some understanding as to the relevant intervention areas.
In their intervention to the health system, the governments may have limited resources in
responding to the health care needs of the population. This requires the enhancement of

their responsiveness capacity by improving equity in health care.
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Equity in health services is assessed in terms of finance and provision. In finance,
it is measured in terms of ability to pay, i.e. by means of insurance coverage or out-of-
pocket payments. In provision, it is measured as the type of health care facility used. In
both, the objective is ensuring equal opportunity for equal need, i.e. fairness in financial

and physical access to health care by different socioeconomic groups and in different areas.

In the early 1980, there were major shifts in the economic policy in Turkey to
ensure macroeconomic stability and sustain growth by liberalization and market oriented
reforms. The ensuing stabilization program and the SAPs restricted the public involvement
in the economy in order to reduce government expenditures. Turkey’s experience with the
SAPs did not differ extensively from other countries where income distribution worsened,

unemployment and poverty increased.

An overview of Turkey’s health sector since the 1980s indicates that, its share in
the GDP has increased. But, the share of the MoH in the general budget fell. The MoH is
the major provider of health care and the sole provider of preventive services. This
reduction implied a parallel reduction in the role of the public in one of its most important

responsibilities in health services.

In the meanwhile, the structure of financing health services has shifted from a
government funded pattern to a premium based funding. As the insurance coverage
increased from slightly more than 46 percent in 1980 to ‘full coverage’ in 2004, the share

of the government funded coverage (i.e. the ES) was halved. This indicates that, from 1980
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to 2004 the government gradually transferred its financing burden over to its citizens who

had to finance their health needs by paying premiums.

The increased poverty, on the other hand, necessitated the introduction of the GC
scheme in 1992 as an anti-poverty measure, which in turn, created an additional burden on
the government budget. The GC scheme, on the other hand, failed in targeting the poor.
Besides, the share of health expenditures in GDP increased because of the increased cost of
curative services and drugs due to continued devaluation and rise in the price level. Hence,
despite the increase in the share of health expenditures in GDP, no improvement in the

provision of health services has been observed.

The post-1980 experience of Turkey with neo-liberal growth strategies has
exacerbated existing structural inefficiencies and inequalities in the health sector. The fact
that, a considerable part of the health expenditures has been spent on curative services and
drugs implies that the beneficiaries of the health care in Turkey have been those who can
enter into and use the health system. This is where our analysis has necessitated a thorough

assessment of equity in the health system in Turkey.

Who are able to use health services and how much they have to pay in order to use
them? Ideally, those with health insurance coverage use health services without paying out
of their pockets. By the time the Health Utilization Survey was conducted in 1992, we
found that financial and geographical access had been the main impediment in attaining in
equity in health services in Turkey. The financial inequity arose from inequalities in

insurance coverage by socioeconomic groups and regions. These were mostly the
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unemployed, those in the lowest income quintile and those who lived in the rural areas. We
found the health system in Turkey was not financially accessible for the most vulnerable
groups in 1992. This deficiency, which included a third of those in higher income quintiles
also amounted to a significant loss in terms of the premium revenue, rendering a risk
pooling through insurance within the system unattainable. Furthermore, the differences
among the insurance schemes in terms of the rules of entitlement and benefit packages

resulted in inequality in financial access and utilization.

There have also been out-of-pocket payments, formal and informal, operating as
an important source in financing health services. This meant that having insurance did not
protect the people from the costs of health services in full. The poor had to pay more than
the rich. The share of out-of-pocket health expenditures in household income was strikingly
higher for the lowest than other quintiles. This indicates that the financial system has not

been progressive as it failed to ensure the payments in accordance with the ability to pay.

Considering health service provision, despite the public health services were found
to be the main place of reference, the poor, the uninsured and the rural population had
difficulty in access to and utilization of these services. There have also been acute problems
of physical access, particularly in the rural and eastern parts of Turkey due to deficiencies
of provision and unequal distribution of health care resources. Our analysis have shown
that people living in these areas made substantially higher out-of-pocket payments than
those living in other areas, besides, the fact that they were mostly uninsured and used fewer
services. The government has not effectively targeted the most vulnerable both in terms of

geographical location and socio-economic status.
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Most of the health care resources, health service providers and institutions have
been concentrated in urban areas and in the western parts of the country. In order to
improve the responsiveness of the system to the health care needs of the population,
decisions on distribution of resources should reflect needs. However, in Turkey, allocation
decisions are based on historical expenditures. In our analysis, the health care need of the
population have compiled from an index. This index, the CDI, is calculated for each
province, basing on the results of the logistic regression analysis for the probability of
reporting chronic disease which reflects the effects of socioeconomic variables,

demographic variables and regional variations.

Indeed, several countries use such ‘formula’ to distribute national health care
resource to measure and address the needs of their population by different socioeconomic
groups and regions. This is done using national average relationships between population
characteristics and health service use (Sutton and Lock, 2000). In Canada, the decision to
seek treatment and volume of services used are determined by medical needs measured by
medical conditions, number of accidents, disability days and use of prescription drugs.
Finland seeks to provide geographical equity in health service provision and utilization
where government pays subsidies to regions according to their income (Donaldson and
Gerard, 1994: 146). In the UK, the system has clear objectives for equity in access for equal
need. The allocation of total budget for health services to regional health authorities had
been made according to Resource Allocation Working Group (RAWP) report prepared in
1976. The RAWP formula, reflecting variations in population characteristics adjusted for

age, gender, levels of morbidity and unavoidable geographical differences in the costs of
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providing services, was used from 1977 to 1985 and successfully reduced regional
inequalities. In 1990, The RAWP formula was replaced by weighted capitation formula, but

the principles of the RAWP were retained (The UK Department of Health, 2005).

The assessment of utilization of health services is not enough as it is based on
those who can enter into the health system and benefit from health services. The health
services should also reach those who cannot enter into the system. Therefore, the resource
allocation formula according to need is necessary. The CDI is intended to perform in part
this function. It points to the areas of intervention. However, it does not indicate the extent
of the required health care resources. Hence, there is a clear need for further research to
develop such sophisticated formula to guide the allocation of resources in health sector.
Developing sophisticated formula also requires extensive research and data collection to
determine national average levels of morbidity and health service use by different age,

gender groups as well as socio-economic characteristics.

In order to understand the analytical capacity of the CDI, we compared it with the
Development Index (DI) by provinces in Turkey. The DI compiles many welfare indicators
drawn from social and economic sectors, but falls short of indicating individual sectoral
needs requiring intervention by the government. It was striking that in our analysis, we
found Kocaeli, which ranks third by the DI, scored the worst in terms of the CDI. Hence,
even a modest analytical attempt, such as the CDI, demonstrates the need for sector specific
measurement and calculation. As such, the intervention areas by the government can be
assessed more accurately to enhance the responsiveness towards the health care needs of

the population.
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The comparison between the DI and the CDI points at another obvious finding that
the provinces in the Eastern and Southeastern Anatolia, which scored the worst in the DI
(i.e. development level), scored the best in the CDI ranking (i.e. health status). The
background analysis has shown that people living in these provinces had important
problems in physical and financial access to health services. Therefore, they lacked means

of reporting their illness to the system.

Interestingly, the findings drawn comparatively from the DI and the CDI leave us
with two different sets of explanation for two extreme ends on the same index. Being one
of the most industrialized provinces in Turkey, Kocaeli is characterized by better access,
higher literacy and larger coverage. Therefore, the reasons for a higher probability of
reporting chronic disease should have been related less with the inequalities involved in the
health system and more with the negative consequences of an industrial environment on
health. Hence, the first indication for intervention in this province may involve measures
outside the health sector. These may be that the government should take measures targeting
the alleviation of the negative consequences of industrialization, such as pollution and
occupational diseases. A second indication, which relates the health sector directly, may be
that the government allocates its resources basing on a health planning by considering the
high level of reported morbidity. In the eastern and southeastern provinces, however, the
reasons for lower probability of reporting chronic disease have been primarily related to the
problems occurring within the health sector. Therefore, the indication for intervention in
these provinces should involve measures as to the enhancement of equity, i.e. better

financial and physical access.
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We have also tried to carry our findings from the equity analysis of the health
sector in Turkey over to a larger framework of enhancing health status. Our aim was to
understand the relevance of equity in enhancing the health status, hence, the human capital.
Here, we have adopted the CDI, instead of other conventional heath status indicators (e.g.
life expectancy, mortality or morbidity rates), as a health status indicator for each province.
By taking the health status as the representative of human capital in the neo-classical
growth formula, we tried to test conditional convergence among the provinces in Turkey.
Our findings have suggested there has been a convergence in gross value added per
employee among the provinces conditional on health status, i.e. the CDI. This result
supported our initial presumption that the improvement of equity in the health system

would also improve convergence across provinces.

Insurance in Turkey is neither compulsory, nor universal. But, the relevant data
indicate a ‘full coverage’ of 102.34 % (see Table 2.3) by 2004. The problem with this
figure, as argued earlier, is that there is an obvious double counting and more importantly,
it does not rely on an actual sum of the insured themselves. Because, the said coverage is
calculated basing on a simple assumption as to the average number of dependents per
insured. In addition, an almost 13 percent of it is constituted by the GC holders, who should
technically be defined as the target population of a poverty alleviation scheme, rather than

being members of an insurance network proper.

We have already referred to the problems of inequality induced by the differences

among the existing insurance schemes. But, the problem of inefficiency involved in the
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overall coverage has consequences in a larger context. In our analysis, we found that
financial access has been one of the two main factors affecting utilization. Therefore, we
may feasibly argue that the introduction of a compulsory and universal insurance would
regulate the financial access through risk pooling and elimination of cream-skimming and
adverse selection®. Because, as our findings indicated, more than a third of those in higher
income quintiles would thus be included in the pool, hence, the financial sustainability of

the system would improve.

More importantly, the system would respond to the needs of the poor more
effectively. This would mean a higher efficiency, since the least financially capable (i.e. the
neediest) would be covered by a universal insurance. Hence, we may safely claim that
improved equity would bring improved efficiency. The implication from the above must
involve, then, the reconsideration of the poverty alleviation schemes as to their viability
vis-a-vis equity. We argue that equity in health sector can be considered as mutually

exclusive with poverty reduction schemes.

There is, however, yet another problem with the financing of health services in
Turkey, which is the burden of informal payments on the users. We may assume that the
problem of additional formal payments, induced by the variation among the existing
insurance schemes, can be minimized by the introduction of universal health insurance. But
the pathological problem of informal payments may persist. As we have argued earlier this

problem is related to the concerns about the quality of the health service perceived which

# Insurance schemes are inclined to “cream-skim” the healthy and exclude the less healthy and risky
individuals and charge more insurance premiums to the less healthy, known as adverse selection (Donaldson
and Gerard, 1992: 35).

147



remains beyond the scope of this study. But, as the informal payments constitute a
considerable burden impeding in part the financial access to services mostly by the poor as
a form of out-of-pocket payment, this phenomenon should deserve further and detailed

research.

Equity in health sector is relevant, particularly in a medium income country like
Turkey, where addressing the health care needs of the population require government
intervention, given the problems of redistribution of welfare benefits. The extent, timing
and targeting of such intervention can be measured and defined by equity analysis. By this
way, the responsiveness capability of the government to the needs of the population can be

enhanced, even if it lacks adequate resources to redistribute.

Another question worth discussing in this context is whether we can reverse our
initial question of the effect of health in growth. Can we invert the neo-classical analogy to
understand how growth affects the health status? We think equity assessment can play a

two-way role in reflecting growth appropriately onto the health sector.
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APPENDIX- A ADDITIONAL DATA REFERRED IN THE TEXT

Table A.1.GNP Growth Rate and Health Expenditures (1980-2004)

Total Health  Public Sector Health
GNP Growth Expenditures/ Exp./Total Health Per Capita Health

Years Rate GNP Exp. Exp.($)
1980 3.5 514 55.5
1981 4.8 3.1 46.2 50.1
1982 3.1 3.1 45.6 433
1983 4.2 3.2 46.0 413
1984 7.1 3.1 43.9 38.2
1985 4.3 2.9 44.6 39.7
1986 6.1 2.9 46.5 425
1987 9.8 3.0 49.8 49.9
1988 1.5 3.0 52.2 51.0
1989 1.6 3.4 58.5 66.5
1990 9.4 3.5 61.9 95.1
1991 0.3 3.7 63.5 97.9
1992 6.4 3.9 66.2 107.4
1993 8.1 4.3 68.2 130.1
1994 -6.1 4.1 64.7 88.9
1995 8.0 3.8 64.3 106.4
1996 7.1 3.7 64.0 107.8
1997 8.3 3.5 63.0 107.3
1998 3.9 4.1 67.3 129.8
1999 -6.1 4.1 80.0 115.9
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2000 6.3 4.3 80.0 129.6
2001 9.5 5.0 86.1 105.6
2002 7.9 5.6 85.7 146.6
2003 59 5.6 84.9 191.5
2004 9.9 6.3 86.1 265.1

Source: State Planning Organization (2005)

Table A.2:

Years MoH Budget/Government Budget
1980 4.21
1985 2.54
1990 4.12
1993 4.56
1994 3.70
1995 3.65
1996 2.76
1997 3.28
1998 2.65
2000 2.81
2001 2.26
2002 2.66
2003 2.40
2004 243

Source: MoH, 2004

Share of the Ministry of Health Budget in Total Government Budget
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Table A.3: Population Covered by Social Security Schemes (%)

Private Number of
ES/Total SSK/Total BAG-KUR/ Funds/Total Insured /Total

Years Insured Insured Total Insured Insured Population
1980 25.89 51.33 21.83 0.94 46.48
1985 20.95 49.38 28.92 1.04 54.60
1990 17.15 51.86 30.16 0.83 66.27
1995 15.00 59.65 24.74 0.61 76.75
1996 15.73 58.84 24.79 0.65 75.18
1997 15.00 59.53 24.85 0.62 79.01
1998 1470 60.21 24.50 0.59 82.10
1999 15.30 57.90 26.18 0.63 79.43
2000 14.88 60.21 26.92 0.58 82.26
2001 15.51 57.90 27.65 0.58 80.23
2002 15.58 56.26 26.81 0.56 83.00
2003 15.27 57.05 26.26 0.49 85.37
2004 14.48 59.70 25.35 0.47 89.17

Source: SPO, 2005
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Table A.4: Health Service Provision

Years Beds per 1000 Physician per 1000
1980 2.6 0.6
1981 2.5 0.6
1982 2.4 0.7
1983 2.4 0.7
1984 2.4 0.7
1985 2.4 0.7
1986 2.4 0.7
1987 2.4 0.7
1988 2.5 0.8
1989 2.4 0.9
1990 2.5 0.9
1991 2.4 0.9
1992 2.4 1.0
1993 2.5 1.0
1994 2.5 1.1
1995 2.5 1.1
1996 2.5 1.1
1997 2.5 1.2
1998 2.5 1.2
1999 2.6 1.2
2000 2.6 1.3
2001 2.6 1.3
2002 2.6 1.4
2003 2.6 1.4
2004 2.7 1.4

SPO, 2005.
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Table A.5: Allocation of Health Personnel According to Regions
< . Ebesi
Hekim Hemsire Ebe Saglik Hekimi Olmaya
Memuru | Olmayan ..
. ; .. B*??‘“a ths mna Bzis mna Basina Saghk n lfoy
Bolgeler Iller Niifus Diisen Diisen Diisen .. o Saghk
Ortalama | Ortalama | Ortalama Diisen Ocagy Evi
Niifus Niifus Niifus Ort?lama Oram Orani
Niifus (%) (%)
Balikesir 1093058 4156 4156 1669 9423 17 52
Bilecik 197390 4386 4590 2946 12337 23 86
Bursa 2310306 5336 7912 4725 19916 18 74
Canakkale 466904 4764 4364 1361 8979 17 67
s Edirne 390187 5067 6613 1711 7963 10 64
g Istanbul 11044642 12110 19075 18047 113862 3 57
H Kirklareli 327891 5962 6187 2755 9936 19 75
= Kocaeli 1304489 7412 6622 3328 21741 12 34
Sakarya 768455 5412 6568 3014 9852 18 55
Tekirdag 677706 4841 7210 2812 11685 16 72
Yalova 179336 2802 3146 2637 7472 4 33
Bolge 18760364 7801 10081 5408 26839 12 65
Afyon 823353 6694 4179 3131 4266 37 77
Aydm 982145 4424 3867 1720 9921 5 56
Denizli 871841 3379 3114 1216 7326 15 17
[zmir 3588841 2976 6052 2769 13964 0 47
Eﬁ Kiitahya 674864 6080 5442 2436 5399 49 89
Manisa 1273342 2184 1555 2140 7035 19 62
Mugla 765788 3513 2755 1423 8234 7 52
Usak 327944 3346 3858 1497 5289 43 59
Bolge 9308118 3302 3539 2080 8245 19 60
Adana 1936215 3688 22255 2613 18983 22 70
Antalya 1943703 3613 4811 2194 12460 12 65
Burdur 250357 3251 2276 1026 3053 16 11
E Hatay 1284845 3779 8236 4199 18621 3 70
= Isparta 535689 3826 3772 1513 5699 6 11
i Mersin 1782782 4667 4619 2033 14038 19 52
K.Maras 1024017 4923 4163 2695 12962 21 71
Osmaniye 480391 3843 6159 2194 9804 20 56
Bolge 9237999 3956 5741 2305 12187 14 53
Ankara 4251980 5508 6592 5217 23622 7 83
Cankiri 272402 7168 4127 3205 5448 46 80
Eskisehir 715927 4313 4447 1790 10528 50 76
Kayseri 1084228 4840 5990 2724 7133 6 60
_g Kirgehir 244409 3348 5555 2842 4214 16 7
= Konya 2333839 5624 7009 4832 14771 41 71
j Nevsehir 310550 3489 3611 2218 5972 16 89
- Nigde 359703 3331 4088 1955 7194 33 84
Sivas 728086 4045 5201 2564 5644 35 78
Yozgat 711849 11670 11670 6591 12489 21 74
Aksaray 415224 6807 6697 4885 11222 14 63
Karaman 249293 4986 4225 2544 8596 31 82
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Kirikkale 387965 5315 9463 4041 3345 45 81

Bolge 12065455 5223 6134 3699 10621 28 72
Amasya 357578 4584 5337 2020 9169 26 91

Artvin 176743 3842 3399 1607 5050 43 84

Bolu 266523 4369 3332 2298 6834 18 86

Corum 574633 6682 5864 5746 9577 50 93
Giresun 520114 4953 4334 2640 3356 31 65
Glimiigshane 190032 3726 4873 3455 7918 60 90
Kastamonu 342577 6117 4392 2979 5907 16 69

N Ordu 890716 6059 6018 1993 6018 24 58
'E Rize 363468 5048 6491 3054 8654 27 94
= Samsun 1196896 4966 5416 2720 7823 0 78
5 Sinop 200742 3788 4780 2281 9125 42 75
Tokat 855180 7502 6953 2899 9398 34 3
Trabzon 1030621 4501 5726 3191 7011 28 93
Zonguldak 580302 5046 6520 2887 13495 14 76
Bayburt 89945 4088 3212 2142 9994 20 59

Bartin 168857 3247 6031 2137 6754 29 20
Karabiik 209812 3384 5828 2997 7235 17 27

Diizce 324157 5894 4052 3242 9262 16 65

Bolge 8338896 5069 5328 2713 7226 27 58

Agrt 556243 27812 4450 5400 18541 70 90

Bingol 248664 10361 5651 3604 3885 35 91

Bitlis 404799 15569 8800 4877 15569 50 91

Elazig 586533 3223 4769 2291 7926 54 76
Erzincan 315971 7022 4579 3224 6319 9 71

_g Erzurum 952079 6142 6521 4176 7617 57 88
= Hakkari 259617 14423 8113 4898 16226 47 76
i Kars 301422 7536 4710 1957 7352 58 88
) Malatya 898673 3483 5724 1801 7132 12 84
5 Mus 476540 9725 9164 5180 10830 58 70
Tunceli 82049 4102 1746 873 4826 7 88

Van 964051 16340 8531 7473 24719 41 81
Ardahan 124109 5641 5641 2698 7301 50 95

Igdir 175918 3383 1530 1266 6066 32 87

Bolge 6346668 6543 5495 3107 9093 38 83
Adiyaman 658510 5986 5442 3228 7399 16 74

= Diyarbakir 1447547 6959 5226 5442 14475 18 80
g Gaziantep 1376292 5857 13902 6256 55052 17 74
g Mardin 753203 7928 6725 5231 21520 18 67
i Siirt 265556 5650 4828 2825 6809 9 52
%” Sanliurfa 1607611 11566 13070 7842 17666 19 79
2 Batman 496030 8702 6795 4066 11810 31 38
= Sirnak 385493 11682 7867 5209 24093 28 82
© Kilis 104258 4170 5487 2370 20852 62 89
Bolge 7094500 7476 7645 5167 16051 22 72
Tiirkiye 7 115208 5297 6074 3278 11827 2 66

Source: Temel Saglik Hizmetleri-Genel Midiirliigi CalismaY1llig1-2004
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APPENDIX-B LIST OF PROVINCES IN THE SAMPLE OF HEALTH

UTILIZATION SURVEY, 1992

Adana
Adiyaman
Agn
Ankara
Balikesir
Bolu
Bursa
Canakkale
Diyarbakir
Edirne
Erzincan
Erzurum
Gaziantep
Isparta
Istanbul
[zmir
Kars
Kayseri
Kirklareli
Kiitahya

Mugla

Ordu

Rize
Samsun
Sinop
Sivas
Tekirdag
Trabzon
Sanliurfa
Zonguldak
Aksaray

Batman
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APPENDIX C. ESTIMATIONS

Table C.1 Sex and age group of the sample

agegroupl | male female | Total
___________ +______________________+__________
0-15 | 5,122 5,076 | 10,198
| 50.23 49.77 | 100.00

| 39.75 34.96 | 37.21
___________ +______________________+__________
16-45 | 5,251 6,669 | 11,920
| 44.05 55.95 | 100.00

| 40.75 45.94 | 43.50
___________ +______________________+__________
46-65 | 1,851 2,033 | 3,884
| 47.66 52.34 | 100.00

| 14.36 14.00 | 14.17
___________ +______________________+__________
65+ | 662 740 | 1,402
| 47.22 52.78 | 100.00

| 5.14 5.10 | 5.12
___________ +______________________+__________
Total | 12,886 14,518 | 27,404

| 47.02 52.98 | 100.00

| 100.00 100.00 | 100.00

Table C.2 Education status according to sex

sex of the

|
respondent | illiterat 1lit+no di gradprimr gradjun h grad sen gradunive | Total
___________ +__________________________________________________________________+__________
male | 958 2,214 4,226 1,785 1,122 451 | 10,756
| 8.91 20.58 39.29 16.60 10.43 4.19 | 100.00
___________ +__________________________________________________________________+__________
female | 3,407 2,096 4,744 1,116 808 245 | 12,416
| 27.44 16.88 38.21 8.99 6.51 1.97 | 100.00
___________ +__________________________________________________________________+__________
Total | 4,365 4,310 8,970 2,901 1,930 696 | 23,172
| 18.84 18.60 38.71 12.52 8.33 3.00 | 100.00

Pearson chi2(5) = 1.6e+03 Pr = 0.000
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Table C.3 Educational Status by Geographical Areas

region | illiterat 1lit+no di gradprimr gradjun h grad sen gradunive | Total
___________ +__________________________________________________________________+__________
Thrace | 364 702 1,636 625 376 142 | 3,845
| 9.47 18.26 42.55 16.25 9.78 3.69 | 100.00
___________ +__________________________________________________________________+__________
Agean-Marma | 485 635 1,755 517 409 159 | 3,960
| 12.25 16.04 44 .32 13.06 10.33 4.02 | 100.00
___________ +___________________________________________________________________+__________
Mediterran | 529 556 1,133 336 261 94 | 2,909
| 18.18 19.11 38.95 11.55 8.97 3.23 | 100.00
___________ +__________________________________________________________________+__________
Cent.Anat | 794 944 1,918 610 377 131 | 4,774
| 16.63 19.77 40.18 12.78 7.90 2.74 | 100.00
___________ +__________________________________________________________________+__________
WestBlacksea 215 240 527 141 85 23 | 1,231
| 17.47 19.50 42.81 11.45 6.90 1.87 | 100.00
___________ +__________________________________________________________________+__________
EastBacksea | 290 291 394 187 134 58 | 1,354
| 21.42 21.49 29.10 13.81 9.90 4.28 | 100.00
___________ +__________________________________________________________________+__________
EastAnatolia] 824 513 1,051 281 160 59 | 2,888
| 28.53 17.76 36.39 9.73 5.54 2.04 | 100.00
___________ +__________________________________________________________________+__________
S.EastAnat. | 864 429 556 204 128 30 | 2,211
| 39.08 19.40 25.15 9.23 5.79 1.36 | 100.00
___________ +__________________________________________________________________+__________
Total | 4,365 4,310 8,970 2,901 1,930 696 | 23,172
| 18.84 18.60 38.71 12.52 8.33 3.00 | 100.00

Pearson chi2 (35) = 1.4e+03 Pr = 0.000

Table C.4 The distribution of education level across urban and
rural

educational
status | urban rural | Total
_______________ B S
illiterate | 1,882 2,483 | 4,365
| 14.22 24.99 | 18.84
_______________ B S
lit+no dipl | 2,391 1,918 | 4,309
| 18.07 19.30 | 18.60
_______________ B
gradprimry | 4,815 4,155 | 8,970
| 36.38 41.81 | 38.71
_______________ T
gradjun high | 2,077 824 | 2,901
| 15.69 8.29 | 12.52
_______________ B
grad sen high | 1,488 442 | 1,930
| 11.24 4.45 | 8.33
_______________ B S
graduniversity | 581 115 | 696
| 4.39 1.16 | 3.00
_______________ B S
Total | 13,234 9,937 | 23,171
| 100.00 100.00 | 100.00

Pearson chi2(5) = 1.2e+03 Pr = 0.000
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Table C.5: Reporting Chronic Illness by Agegroup

chronic | agegroup
disease | 0-15 16-45 46-64 65+ | Total
___________ S SR
0 | 9,088 7,981 1,213 315 | 18,597
| 89.12 66.95 31.23 22.47 | 67.86
___________ e
1 1,110 3,939 2,671 1,087 | 8,807
| 10.88 33.05 68.77 77.53 | 32.14
___________ e
Total | 10,198 11,920 3,884 1,402 | 27,404
| 100.00 100.00 100.00 100.00 | 100.00

Pearson chi2(3) = 5.8e+03 Pr = 0.000

Table C.6: Reporting Chronic Illness Among Males

chronic |
disease | 0-15 16-45 46-64 65+ | Total
___________ Y
0 | 4,554 3,845 766 171 | 9,336
| 88.91 73.22 41.38 25.83 | 72.45
___________ e
1 568 1,406 1,085 491 | 3,550
| 11.09 26.78 58.62 74.17 | 27.55
___________ s
Total | 5,122 5,251 1,851 662 | 12,886
| 100.00 100.00 100.00 100.00 | 100.00

Pearson chi2(3) = 2.3e+03 Pr = 0.000

Table C.7: Reporting Chronic Illness Among Females

chronic |

disease | 0-15 16-45 46-64 65+ | Total
___________ Y
0 | 4,534 4,136 447 144 | 9,261
| 89.32 62.02 21.99 19.46 | 63.79
___________ Y
1 | 542 2,533 1,586 596 | 5,257
| 10.68 37.98 78.01 80.54 | 36.21
___________ Y
Total | 5,076 6,669 2,033 740 | 14,518
| 100.00 100.00 100.00 100.00 | 100.00

Pearson chi2(3) = 3.6e+03 Pr = 0.000
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Table C.8: Chronic disease diagnosed by physician according to age
group among Males

Chr.disease|

Diag. by | agegroup

physician |0-15 16-45 46-64 65+ | Total
___________ +____________________________________________+__________
0 | 4,723 4,352 1,039 290 | 10,404
| 92.21 82.88 56.13 43.81 | 80.74
___________ +____________________________________________+__________
1 | 399 899 812 372 | 2,482
| 7.79 17.12 43.87 56.19 | 19.26
___________ +____________________________________________+__________
Total | 5,122 5,251 1,851 662 | 12,886
| 100.00 100.00 100.00 100.00 | 100.00

Pearson chi2(3) = 1.8e+03 Pr = 0.000

Table C.9: Chronic disease diagnosed by physician according to age
group among Females

Chr.disease|

Diag. by | agegroup
physician | 0-15 16-45 46-64 65+ | Total
___________ $-————————,—ee e e e =
0 | 4,714 4,966 832 252 | 10,764
I 92.87 74.46 40.92 34.05 | 74.14
___________ +____________________________________________+__________
1 362 1,703 1,201 488 | 3,754
I 7.13 25.54 59.08 65.95 | 25.86
___________ +____________________________________________+__________
Total | 5,076 6,669 2,033 740 | 14,518
[ 100.00 100.00 100.00 100.00 | 100.00
Pearson chi2(3) = 2.7e+03 Pr = 0.000
Table C.10: Hospitalization of Males According to Age group
during the past twelve months
last 1
year |0-15 16-45 46-64 65+ | Total

___________ e
0 | 5,015 5,117 1,733 589 | 12,454
\ 97.93 97.45 93.63 88.97 | 96.66
___________ g
1 106 134 118 73 | 431
\ 2.07 2.55 6.37 11.03 | 3.34
___________ g
Total | 5,121 5,251 1,851 662 | 12,885
\ 100.00 100.00 100.00 100.00 | 100.00

Pearson chi2 (3) = 209.3687 Pr = 0.000
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Table C.11: Hospitalization of Females
during the past twelve months

last 1
year | 0-15 16-45 46-64 65+
——————————— 4
0 | 4,982 6,256 1,892 668
| 98.15 93.81 93.06 90.27
[ o PR
1] 94 413 141 72 |
| 1.85 6.19 6.94 9.73 |
——————————— o4
Total | 5,076 6,669 2,033 740
| 100.00 100.00 100.00 100.00

Pearson chi2(3) = 178.0939 Pr = 0.000

According to Age group

95.04

Table C.12: Seeking care under age 15 according to sex

seek | male female | Total
___________ B
0 | 4,836 4,854 | 9,690
| 94.42 95.63 | 95.02
___________ T
1 | 286 222 | 508
| 5.58 4.37 | 4.98
___________ o
Total | 5,122 5,076 | 10,198
| 100.00 100.00 | 100.00

Pearson chi2 (1) = 7.8891 Pr = 0.005

Table C.13 Insurance status by Household Income Quintile

under direct or

I
indirect insurance | Ygroup
coverage | Poorest20% 2 3 4 Richest20% Total
___________________ g
under coverage | 650 949 1,876 2,880 4,880 | 11,235
| 26.43 25.82 51.54 59.02 71.42 | 52.28
___________________ e
not under coverage | 1,809 2,727 1,764 2,000 1,953 | 10,253
| 73.57 74.18 48.46 40.98 28.58 | 47.72
___________________ g
Total | 2,459 3,676 3,640 4,880 6,833 | 21,488
| 100.00 100.00 100.00 100.00 100.00 | 100.00
Pearson chi2 (4) = 2.8e+03 Pr = 0.000
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Table C.14:

| under direct or
indirect insurance
coverage

employ under cov
0 10,329
47.76

1 3,092
54.80

Total 13,421
49.21

Pearson chi2 (1) =

Table C.15 Insurance

Insurance |

type | Poorest20%

ES| 110

| 4.59

SSK]| 280

| 11.69

BAGKUR| 166

| 6.93

PRIVATE| 30

| 1.25
UNINSURED| 1,809
| 75.53

Total 2,395
100.00

Pearson chi2 (16) =

not under

11,300
52.24

100.00

88.9323 Pr = 0.

nYgroup

3.1e+03 Pr = 0.

Schemes By Income Quintiles

Richest20%

Insurance status by employment status

162



Table C.16 Type

region

Pearson chi2(

Table C.17: Mean value of out of pocket expenditures by Income

of employment among regions

sector the occupation belong

|

| agricultu industry trade service
Bt it e e F——=
| 92 403 286 528

| 7.03 30.79 21.85 40.34
o +-—=
| 401 297 115 342 |

| 34.72 25.71 9.96 29.61
o +-—=
| 191 105 135 238

| 28.55 15.70 20.18 35.58
e +——=
| 315 234 175 395

| 28.15 20.91 15.64 35.30

B et +——=
| 328 44 23 69 |

| 70.69 9.48 4.96 14.87
e F——=
| 56 41 40 126

| 21.29 15.59 15.21 47.91
e F——=
| 282 24 47 132 |

| 58.14 4.95 9.69 27.22 |

e B
| 339 45 47 173

| 56.13 7.45 7.78 28.64
e $-—=
| 2,004 1,193 868 2,003

| 33.03 19.66 14.30 33.01

21) = 1.2e+03 Pr = 0.000

Quintiles, Insurance status and Type of Insurance

Variable Obs Mean
HealthExp 2944 546.7782
Poorest 202 681.5149
2 \ 382 577.2173
3+ [ 406 658.8128
4™ \ 544 432.3805
Richest 839 543.2896
Covered 1762 541.2423
Uncovered 1176 556.5553

ES 426 518.2817
SSK 950 450.0305
BAGKUR 241 957.2199
PRIVATE 69 356.8986
UNINSURED 1176 556.5553

2763.388
1922.24
1613.128
5050.444
1474.357
2991.477

3399.46
1343.82

3916.103
3395.744
3158.89
674.2035
1343.82
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Table C.18:

Share of Out of pocket health expenditures in
Household Income according to Income Quintile,

and Type of Insurance

Average
Poorest

2nd ‘
3rd ‘
4 th ‘
Richest
Covered
Uncovered

ES

SSK
Bagkur
Private

50.94663
76.57376
21.17564
36.67149
7.541889
7.151672

58.0382
36.10039

106.4587
30.10404
17.00935
31.34767

.0104167
.0083333
.0052083

.00075

.0016667
.00075

.0034722

.0016667
.0038889
.013089

212.5
722.8261
141.75
179.7619

2021.5
722.8261
141.75
233.3333

Table C.19:

Variable |
shsrehospc~t |

Poorest 20%

2nd ‘
3rd |
4th ‘
Richest |

Table C.20:
Quintiles,

Variable
Average
Poorest
2nd
3rd
4th
Richest

Covered
Uncovered
ES

SSK
Bagkur
Private

Obs Mean
373 6.225533
201 28.76059
382 7.323333
406 4.913224
544 2.106286
839 1.230881
486 5.116149
883 8.115575
366 7.92643
825 3.795338
186 5.448207
55 6.000135
Share
Obs Mean
267 7.652857
109 36.88108
183 12.38603
224 7.413816
307 3.056729
444 1.825176

Total Formal Payments according to Income
Insurance Status and Type

447.9778
555.6919
448.5313
480.7219

382.166
470.8206

441.9396
457.3796

448.157
331.5121
790.0131
325.1967

Std. Dev.

36.49504

90.67243
28.36192
45.52214
9.807463
9.679495

Std. Dev.

2250.806

1809.15
1271.895
3148.335
1376.726
3006.003

2812.71
1115.43

4167.529
2248.385
2584 .315
602.0678

0016667

.1388889
.0666667
.0083333
.0052083
.0016667

Min

1

2

1

1

1

1
1
1
1
1
3
5

of Hospital Cost By Income Quintiles

725
212.5
666.6667
141.6667
179.7619

Insurance Status
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Table C.21:

Total Informal Payments by Income Quintiles,

Insurance Status and Type

Variable

Average
Poorest
2nd
3=
4th
Richest

o ————— - _ _

Table C.22:

Income Quintiles,

Variable

Average
Poorestans~t
2nd

3rd

4th

Richest

Table C.23: Total Formal Payments According To Settlement

Variable

THRACE
AEGEAN-MARMARA
Mediterranean
CentrAnatolia
Blacksea-West
Blacksea-East
EasternAnatolia
SouthEastAnatolia

280 374.5821
20 266.2
35 370.5429
32 680.2813

55 294.8
75 310.28
179 411.9832
100 310.38
40 375.275

94 384.4362
27 705.7037
6 167

Total Transport and Accommodation Payments by
Insurance Status and Type

Std. Dev.

1174.159
350.9729
871.5787
2452.139
583.7643
958.4706

1378.586
678.8002

1269.429
1463.18
1668.509
153.408

634.9932
581.6031
759.1641
1227.286
290.0267
413.8771

746.11
391.8651

386.3075
910.595
662.4049
124.926

2578.329
1504.64

1736.197
1042.375
736.3673
1341.947
855.9922
2524.979
889.0595
6473.316
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Table C.24:

Variable |

Thrace |
Agean-Marmara |
Mediterranean|
CentrAnatolial
Blacksea-West
Blacksea-East|
EasternAnat.

SouthEastAna.

Table C.25:

Variable

Thrace |
Agean-Marmara |
Mediterranean|
CentrAnatolial
Blacksea-West
Blacksea-East|
EasternAnatol|
SouthEastAnat

Table C.26:

Type of health

service

Health centre
Public hospital

Total informal payments by settlement

Mean Std. Dev.
387.1412 1346.678
353 800.6374
483.3404 1397.35
219.2632 391.1194
165.3333 224.0407
303.0862 419.9767
212.48 220.124
696.35 1643.526
293.7941 864.2981
957.9545 2979.573

GaNh N RNDNDND

[

Transportation And Accomodation Cost by Settlemnt

Std. Dev.

677.3377
558.3099

396.733
373.5209
296.6743
606.9198
348.6049

547.438
447.6349
1581.303

Type of health service applied in the
weeks by income group (%)

Private hospital
Private physician

Uncertified
Pharmacy

Poorest

20%

26.72
40.31
0.46
26.26
1.37
4.89

All Chi? significant at (p<0.04)

2nd

26.57
42.07
0.00
28.41
0.00
2.95

3rd

23.50
48.14
0.29
23.50
1.15
3.44

4th

23.
47.

0.
22.

past two
Richest

203
40 21.07
24 48.00
88 1.73
52 25.07
.44 0.27
.52 3.87

166



Table C.27:

weeks by insurance status (%)

l15days |

|
|
|
|
|
|
|
|
|
|
|
+

Health cente
|

Pub.Hosp.

Priv.Hosp.

Priv.Phys.

Uncertified

Pharmacy

+
\
\

+
\
\

+
\
\

+
\
\

+
\
\

+
\
\

Pearson chi2(5) = 126.6605 Pr = 0.000

Table C.28:

insurance coverage
under cov not under

r 335 256
21.41 28.32
838 279
53.55 30.86
15 6
0.96 0.66
315 303
20.13 33.52
8 9

0.51 1.00
54 51
3.45 5.64
1,565 904
100.00 100.00

weeks by type of insurance (%)

Type of health ES
service

Health centre 26.08
Public hospital 59.33
Private 0.24
hospital 11.48
Private 0.00
physician 2.87
Uncertified

Pharmacy

SSK

19.51

57.07
1.10

17.93
0.85
3.54

All Chi? significant at (p<0.000)

BAGKUR

16.67

38.89
2.53

39.39
0.00
2.53

Private
insurance

14.52

35.48
0.00

41.94
1.61
6.45

Type of health service applied in the past two

Type of health service applied in the past two

Uninsured

28.32
30.86
0.66
33.52
1.00
5.64

167



Table C.29: Type of health service applied during last two
weeks by place of settlement

Type of place Urban Rural
Health center 19.09 34.04
Public hospital 50.30 34.54
Private hospital 1.07 0.37
Private physician 24.52 26.18
Uncertified 0.54 1.00
Pharmacy 4.47 3.87

All Chi? significant at (p<0.000)

Table C.30: Correlation Matrix

|  age3 sex hhincome hhsize edstat worklw insured region rural/urban
________ o
age3 | 1.0000
sex | -0.0171 1.0000

hhinc | -0.0179 -0.0416 1.0000

hhsize | -0.2493 -0.0009 0.0167 1.0000

edstat | -0.4162 -0.2522 0.1768 -0.1204 1.0000

worklw | -0.0132 0.4428 -0.1172 0.0293 -0.1959 1.0000
insured | =-0.0927 0.0040 -0.1537 0.2623 -0.2461 0.0373 1.0000
region | -0.0737 0.0101 -0.0665 0.3545 -0.1839 0.0925 0.2207 1.0000
urban/ru| 0.0400 0.0112 -0.1280 0.1985 -0.2281 0.0389 0.3379 0.2656 1.0000
________ o
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Table C.31:

Model 1. Logit Estimation for the Probability of Reporting Chronic

Illness

chronic | Coef. Std.Err. z P> z| [95% Conf.Interval]
agel3 | .0596898 .0008894 67.11 0.000 .0579465 .061433
male | -.4286994 .0340286 -12.60 0.000 -.4953942 -.3620047
hhinc | -2.922304 . 6968369 -4.19 0.000 -4.288079 -1.556529
hhinc2 | 1.526327 .9698016 1.57 0.116 -.3744491 3.427103
hhsize | -.0570895 .0072478 -7.88 0.000 -.071295 -.042884
employ | -.0872481 .0406734 -2.15 0.032 -.1669665 -.0075297
litnodip | -.0689415 .0502382 -1.37 0.170 -.1674066 .0295235
primary | -.1386361 .0399625 -3.47 0.001 -.2169612 -.0603111
secondary | -.2857964 .0592237 -4.83 0.000 -.4018726 -.1697201
highschl | -.2693948 .0656006 -4.11 0.000 -.3979696 -.1408201
universt | -.3837685 .0989829 -3.88 0.000 -.5777714 -.1897657
Thrace | .007213 .0531618 0.14 0.892 -.0969822 .1114082
AgeanMar | -.2181342 .0509446 -4.28 0.000 -.3179838 -.1182846
Mediterr | .1498396 .0546282 2.74 0.006 .0427703 .2569088
WBlackse | -.0319036 .0761049 -0.42 0.675 -.1810664 .1172592
EaBlackse | .6115645 .0694969 8.80 0.000 .4753531 . 7477759
EaAnatolia | .0591178 .0583445 1.01 0.311 -.0552354 .173471
SEAnatolia | .153197 .0661755 2.32 0.021 .0234955 .2828986
ES | .0697151 .0522921 1.33 0.182 -.0327755 .1722057
SSK | .1213079 .0395199 3.07 0.002 . 0438504 .1987654
BK | .0256682 .0591585 0.43 0.664 -.0902805 .1416168
Private | .2445656 .1070793 2.28 0.022 .034694 . 4544373
totbedsp | .0032385 .0017063 1.90 0.058 -.0001058 .0065829
_cons | -2.016802 .0825376 -24.43 0.000 -2.178573 -1.855031
Logit estimates Number of obs = 27404
LR chi224) = 7435.13
Prob > chi2 = 0.0000
Log likelihood = -13489.48 Pseudo R2 = 0.2160
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Table C.32:

Model 2. Logit Estimation for the Probability of Chronic Disease

Diagnosed by Physician

chrondr | Coef. Std.Err. z P>| z| [95% Conf.Intervall]
age3 | .0506238 .0008806 57.49 0.000 .0488978 .0523498
male | -.3685152 .036557 -10.08 0.000 -.4401656 -.2968648
hhinc | -.8663958 . 7638923 -1.13 0.257 -2.363597 . 6308057
hhinc2 | -.444004 1.440903 -0.31 0.758 -3.268122 2.380114
hhsize | -.0416408 .0076742 -5.43 0.000 -.0566819 -.0265997
urban | .0942189 .0373499 2.52 0.012 .0210145 .1674232
employ | -.1209151 .0436944 -2.77 0.006 -.2065546 -.0352756
litnodip | -.0445374 .052366 -0.85 0.395 -.1471728 .058098
primary | -.1026095 .0422367 -2.43 0.015 -.1853918 -.0198272
secondary | -.2394862 .065772 -3.64 0.000 -.3683969 -.1105756
highschl | =-.1539923 .0714721 -2.15 0.031 -.2940751 -.0139095
universt | -.4397659 .1110925 -3.96 0.000 -.6575032 -.2220286
Thrace | -.1468065 .0573879 -2.56 0.011 -.2592848 -.0343282
AgeanMar | -.2043715 .0539709 -3.79 0.000 -.3101525 -.0985906
Mediterr | .10039 .0584504 1.72 0.086 -.0141707 .2149507
WBlackse | -.0721541 .0808235 -0.89 0.372 -.2305652 .086257
EaBlackse | . 74705 .0706957 10.57 0.000 .608489 .885611
EaAnatolia | .1044839 .0616843 1.69 0.090 -.0164151 .2253828
SEAnatolia | =-.0429371 .072826 -0.59 0.555 -.1856735 .0997993
ES | .1953169 .054863 3.56 0.000 .0877873 .3028464
SSK | .2238074 .0421018 5.32 0.000 .1412893 .3063254
BK | .0711135 .0622436 1.14 0.253 -.0508818 .1931088
private | .1023699 .1187614 0.86 0.389 -.1303981 .3351379
totbedsp | -.0011476 .0018254 -0.63 0.530 -.0047252 .0024301
_cons | -2.416986 .0885236 -27.30 0.000 -2.590489 -2.243483
Logit estimates Number of obs 27404
LR chi224) 5216.60
Prob > chi2 0.0000
Log likelihood -12088.705 Pseudo R2 0.1775
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Table C.33:
Model 3.
Under Age 15

Logit Estimation for the Probability of Seeking Care

seek | Coef. Std.Err. z P>| z| [95% Conf.Interval]
age3 | -.2152085 .0236745 -9.09 0.000 -.2616097 -.1688073
male | .2580047 .0943159 2.74 0.006 .0731488 .4428605
hhinc | 11.36966 3.59511 3.16 0.002 4.32337 18.41594
hhinc2 | -50.27706 24.67237 -2.04 0.042 -98.63402 -1.920103
hhsize | -.1408977 .0267083 -5.28 0.000 -.193245 -.0885505
urban | .1553339 .1109633 1.40 0.162 -.0621502 .372818
employ | .2409837 .4721923 0.51 0.610 -.6844962 1.166464
litnodip | .3414096 .1853936 1.84 0.066 -.0219551 . 7047743
primary | .5766795 .2799584 2.06 0.039 .0279712 1.125388
secondary | . 7438418 .3030654 2.45 0.014 .1498445 1.337839
highschl | .3304553 1.047207 0.32 0.752 -1.722033 2.382944
universt | 1.838947 1.177846 1.56 0.118 -.4695896 4.147484
Thrace | -.3262529 .1544463 -2.11 0.035 -.628962 -.0235437
AgeanMar | -.2667326 .1579342 -1.69 0.091 -.5762778 .0428127
Mediterr | -.0633301 .1541012 -0.41 0.681 -.3653629 .2387026
WBlackse | -.5122289 .2697613 -1.90 0.058 -1.040951 .0164936
EaBlackse | -.8095358 .2853211 -2.84 0.005 -1.368755 -.2503167
EaAnatolia | -.1010516 .1809504 -0.56 0.577 -.4557079 .2536047
SEAnatolia | -.19653 .1949334 -1.01 0.313 -.5785925 .1855325
ES | .3880565 .1483739 2.62 0.009 .097249 . 678864
SSK | .2129907 .1209264 1.76 0.078 -.0240207 .4500021
BK | -.0126895 .2072309 -0.06 0.951 -.4188546 .3934756
private | . 7893147 .2732766 2.89 0.004 .2537024 1.324927
totbedsp | .0151494 .0049689 3.05 0.002 .0054106 .0248882
_cons | -1.639336 .2478026 -6.62 0.000 -2.12502 -1.153652
Logit estimates Number of obs 10198
LR chi224) = 410.32
Prob > chi2 0.0000
Log likelihood = -1813.7024 Pseudo R2 0.1016
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Table C.34:

Model 4.logit Estimation for the Hospitalization Last Year

hosplly | Coef. Std.Err. P>| z| [95% Conf.Interval]
agel3 | .0206878 .0014876 13.91 0.000 .0177721 .0236036
male | -.2100574 .0678523 -3.10 0.002 -.3430454 -.0770694
hhinc | 1.451401 1.496831 0.97 0.332 -1.482333 4.385135
hhinc2 | -2.61934 3.707833 -0.71 0.480 -9.88656 4.64788
hhsize | -.0649927 .0158764 -4.09 0.000 -.0961099 -.0338754
urban | .2088841 .0715439 2.92 0.004 .0686607 .3491076
employ | -.5350895 .0938279 -5.70 0.000 -.7189888 -.3511903
litnodip | -.2832146 .1011804 -2.80 0.005 -.4815246 -.084904¢6
primary | .0081916 .0764698 0.11 0.915 -.1416865 .1580698
secondary | -.2756705 .1244567 -2.21 0.027 -.5196013 -.0317398
highschl | -.1630038 .1350589 -1.21 0.227 -.4277143 .1017067
universt | -.2832635 .2129495 -1.33 0.183 -.7006368 .1341099
Thrace |  -.3065746 .1041477 -2.94 0.003 -.5107004 -.1024489
AgeanMar | -.1957736 .0959481 -2.04 0.041 -.3838284 -.0077188
Mediterr | -.0319727 .1051674 -0.30 0.761 -.238097 .1741517
WBlackse | .1069028 .1386157 0.77 0.441 -.1647789 .3785845
EaBlackse | -.0481171 .138108 -0.35 0.728 -.3188037 .2225696
EaAnatolia | -.2034836 .1193256 -1.71 0.088 -.4373575 .0303903
SEAnatolia | -.8887734 .1745297 -5.09 0.000 -1.230845 -.5467014
ES | .4049637 .0985882 4.11 0.000 .2117343 .598193
SSK | .4693837 .0771974 6.08 0.000 .3180795 . 6206879
BK | .1115644 .1204015 0.93 0.354 -.1244183 .3475471
private | -.0324993 .24235 -0.13 0.893 -.5074966 .442498
totbedsp | -.0006363 .0033976 -0.19 0.851 -.0072955 .0060229
_cons | -3.341322 .1670196 -20.01 0.000 -3.668675 -3.01397
Logit estimates Number of obs = 27403

LR chi224) = 537.64

Prob > chi2 = 0.0000
Log likelihood -4506.3552 Pseudo R2 0.0563
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Table C.35:

Model 5. Logit Estimation for the Probability of Been to Hospital

During Last Two Weeks

hospll5 | Coef. Std.Err. z P>| z| [95% Conf.Interval]
age3 | .0118559 .0013389 8.85 0.000 .0092317 .0144801
male | -.1445667 .0608961 -2.37 0.018 -.2639209 -.0252124
hhinc | 2.355467 1.223963 1.92 0.054 -.0434563 4.75439
hhinc2 | -2.871265 2.202598 -1.30 0.192 -7.188277 1.445747
hhsize | -.1262163 .0151079 -8.35 0.000 -.1558273 -.0966053
urban | .4147508 .0680184 6.10 0.000 .2814371 .5480645
employ | -.2979621 .083245 -3.58 0.000 -.4611194 -.1348048
litnodip | -.390821 .0880725 -4.44 0.000 -.5634399 -.2182021
primary | -.48003 .0722437 -6.64 0.000 -.621625 -.338435
secondary | -.5333632 .1059711 -5.03 0.000 -.7410628 -.3256636
highschl | =-.4528565 .1147847 -3.95 0.000 -.6778304 -.2278827
universt | -.5598288 .1722146 -3.25 0.001 -.8973633 -.2222944
Thrace | -.0321041 .092873 -0.35 0.730 -.2141319 .1499236
AgeanMar | .0444269 .0896327 0.50 0.620 -.1312499 .2201038
Mediterr | -.0124577 .1037595 -0.12 0.904 -.2158226 .1909072
WBlackse | -.0345137 .1455642 -0.24 0.813 -.3198142 .2507868
EaBlackse | -.154461 .1438979 -1.07 0.283 -.4364956 .1275737
EaAnatolia | .2776875 .1082784 2.56 0.010 .0654658 .4899092
SEAnatolia | .122176 .1283242 0.95 0.341 -.1293348 .3736869
ES | .8702281 .0861363 10.10 0.000 .7014039 1.039052
SSK | . 7847189 .0715152 10.97 0.000 . 6445517 .9248861
BK | .1472198 .119811 1.23 0.219 -.0876053 .382045
private | .5489053 .1874404 2.93 0.003 .1815289 .9162817
totbedsp | .0038018 .0031587 1.20 0.229 -.0023891 .0099927
_cons | -3.040318 .1558471 -19.51 0.000 -3.345773 -2.734864
Logit estimates Number of obs = 27286
LR chi224) = 708.25
Prob > chi2 0.0000
Log likelihood -5210.8631 Pseudo R2 = 0.0636




Table C.36:

Model 6. Results of Logit Estimate

Chronic Disease Index

Used for the Calculation of

chronic

Coef.

Std.Err.

[95% Conf.Intervall]

_____________ B R R A R e

hhinc2
hhsize
totbedsp
employ
litnodip
primary
secondary
highschl
universt
Thrace
AgeanMar
Mediterr
WBlackse
EaBlackse
FEaAnatolia
SEAnatolia
covered

.0596285
-.4273366
.0930335
-2.879405
1.522338
-.0574899
.0034585
-.0869019
-.0691958
-.1384753
-.2871847
-.2720803
-.3901901
.0102712
-.2151143
.1524011
-.0237187
.612362
.0597371
.1581459
.0843669
-2.019335

.0008881

.034003

.0349201
.6956158
.9752711
.0072378
.0017036
.0406695
.0502252
.0399524
.0591627
.0653127
.0976114
.0528432
.0508044
.0545751
.0759998
.0694505
.0583496
.0661828
.0342503

.082581

cNeBeBeBolololololololoBoBoBoBoBoBoBoBoBe e}

.0578877
-.4939811

.0245914
-4.242787
-.3891582
.0716758
.0001194
.1666127
-.1676353
.2167805
.4031415
.4000909
-.581505
-.0932996
.3146891
.0454358
.1726756
.4762415
-.054626
.0284299
.0172375
-2.181191

.0613692
-.360692
.1614757
-1.516023
3.433834
-.043304
.0067976
-.007191
.0292438
-.0601701
-.171228
-.1440696
-.1988753
.113842
-.1155394
.2593663
.1252383
. 7484825
.1741003
.2878619
.1514963
-1.85748

= 27404

Number of observations

LR chi®(21)
Prob > chi?

Log likelihood

7428.15
0.0000
-13492.968
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APPENDIX D:

COMPARISON OF HEALTH BENEFITS AMONG

EMEKLI SANDIGI, SSK AND BAG-KUR

Table 1: Premium Rates

Premiums

SSK

BAG-KUR

ES

Premium rates

Worker: %5
Employer: %6
Total:%]11

%20 of the income level

No premium

Base salary: Minimum
Wage rate or SSK
wage levels

There is a range of level
which premiums can be paid
between 1-24 (max)
depending on income levels.
These levels are set by the
Board of Ministers once a
year or more if needed using
inflation and growth rate.

People who are between the
levels 1-8th pay 20 % of the
8th income level, from 8-
24th, people pay 20% of
each income level.
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Table 2: Comparison of Benefits provided by Social Security Institutions at Qutpatient Care

Health benefit SSK BAG-KUR ES
Specialist doctor covered Covered Covered
Examination
General Parctitioner | covered Covered Covered
examination
Referral covered Covered Covered
Examination in If the service is not Covered At contracted private

private health clinic

available in public
hospitals

health clinics

Travel expenses in
case of referral

Doctor’s approval
needed

Not covered

Only Transportation
Fee

Allowance in case of
referral

covered

Not covered

Covered

Payment for
companion in case of
referral

Doctor’s approval
needed and

for companions of the
children under 15 r

Not covered

Doctor’s approval
needed

Esthaetic
Examination

not covered

Not covered

Not covered

Treatment of diseases
before insurance.

Not covered

No objection
in the law

No objection
in the law

Preventive care Covered No clause in the law No clause in the law
Emergency Covered Covered (payments are | First intervention and
made according to treatment
official rates set in the
BUT)
Individual health Payments are made Payments are made Payments are made
expenditures according to official according to official according to official
rates rates rates which are
specified in the BUT
E;r:g?sn of health 6 months from the Provided until recovery No clause in the law

beginnning of
treatment.

More than 6 months of
treatment requires
medical report

If the insurance status
ends treatment will be
provided for the next
90 days

but health benefits are
not provided if
insurance status ends
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Table 3: Comparison of Benefits provided by Social Security Institutions at Inpatient Care

Health Benefits SSK BAG-KUR ES
Operation Covered Covered Covered
Covered Covered Covered
Room-meals
Companion Covered Not covered Covered
. Covered Covered Covered
Intensive care
Physiotherapy Covered Covered Covered
SPA etc. Covered Not covered Daily allowance is
given, spa treatment is
paid,
Home care No clause in the law No clause in the law Covered
Rehabilitative services | Covered Covered Covered
Bed classification First 1-10th level. First 1-4th level 1st
2nd class bed

1st class bed, 11-24th
level 2nd class bed

class

5-12th level 2nd class

Aesthetics surgery

Not covered

Not covered

Not covered

Physiological Covered Covered
Covered
treatment
Organ transplantation Covered Covered Covered
. . Covered Covered Covered
Hemodialysis
Covered Covered Covered
Treatment at
Sanatorium
Geriatric Covered No clause in the law No clause in the law
Covered

Treatment of
handicapped children

Treatment should be
provided in public
institutions

Covered

Referral to private
clinics

In case of treatyment
cannot be made or there
1S a contract with
private clinic

Requires Ministerial
Board decision

Referral can be made to
the public associations
and instutions which
have tax exemptions

Individual payments
at emergency cases

Covered

Payments are made
according to official
rates

First intervention and
treatment

Duration of care

6 months from the
beginnning of
treatment.

More than 6 months of

treatment requires
medical report

Provided until
recovery

If the insurance status
ends treatment will be
provided for the next
90 days.

No clause in the law but
health benefits are not
provided if insurence
status ends
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Table 4: Drug Reimbursement rules

Health benefits SSK BAG-KUR Emekli Sandigy/ civil
servants
Drugs given at Covered Covered Covered
outpatient level
Drug list Budget BUT BUT
Implementation
Directive (Butce
Uygulama Talimati-
BUT)
Active workers and Active workers and Active workers and
Co-payment their dependants: %20 | their dependants: %20 | their dependants: %20

Retired and their
dependants:%10

Retired and their
dependants:%10

Retired and their
dependants:%10

Diseases that are
exempted from co-

pay

Tuberculosis, cancer,
chronic dialysis, organ
transplantation,
cardiac, mental
disorders

Same with ES

Tuberculosis, cancer,
chronic dialysis, organ
transplantation, cardiac,
mental disorders

Drug groups specified
in the BUT

How drugs are

provided Contract with Contract with Contract with
Pharmacies Pharmacies Pharmacies

Vaccines Covered Covered Covered

Drugs given at Covered Covered Covered

inpatient level

Drug list BUT BUT BUT

Co-pay No No No

How drugs are

provided Pharmacies Pharmacies Pharmacies
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Table 5: Diagnose and tests

Diagnose and tests SSK BAG-KUR Emekli Sandigy/ Civil
servants

Laborgtory tests and Covered Covered Covered

analysis

X-ray Covered Covered Covered

Ultrasound Covered Covered Covered

CT Covered Covered Covered

Endoscopy Covered Covered Covered

Magnetic Rezonans Covered Covered Covered

Sintigrafi Covered Covered Covered

ESWL Covered Covered Covered

Table 6: Others

SSK BAG-KUR Emekli Sandigy/ civil

servants

Medical supplies used | Covered Covered Covered

in curative services

Dental treatment Covered Covered Covered

Endodonti Covered Covered Covered

Pedodonti Covered Covered Covered

Protheis Covered Covered Covered

Surgery Covered Covered Covered

Periodontology Covered Covered Covered

Ortodonty Covered Covered Covered

Work accident and Covered Covered Covered

occupancy desease

Treaetment abroad in | Covered Uncovered Covered

case of work

accident/occupancy

disease
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Table 7: Prothesis and spectacles

Type of Benefits SSK BAG-KUR ES
Spectacles covered covered covered
Kontact Lens uncovered uncovered uncovered
Hearing aid, valid for 5 years. All Same with ES valid for 5 years
Speaking Aid expenses are covered ES determines the rate,
the part above the rate is
paid by the patient
Organ prothesis, covered Covered covered
Orthapaedic
Prothesis
Table 8: Health benefits from maternity
Type of Benefits SSK BAG-KUR Emekli Sandigy/ Civil
servants
Prena-t al . Doctor or midwife covered Covered
examination
Health benefits at By the Doctor or covered Covered
Delivery midwife
Delivery at health Doctor or midwife covered Covered
institution
Delivery at home covered Not covered Covered
Referral covered covered Covered
Drugs covered covered Covered
Medical supplies covered covered Covered
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TABLE 9. Co-payments for health care services and pharmaceuticals

SSK ES BAG-KUR Green Uninsured
Card
Preventive care No co- No co- No co- No co- No co-
payment payment payment payment payment
Emergency services | No co- No co- No co- No co- No co-
payment payment payment payment payment
Outpatient services
Active workers and | No co- No co- No co- No co- Full price
dependants payment payment payment payment
Retired and 0.8YTL per | No co- No co-
dependants visit payment payment
Inpatient services
Active workers and | No co- No co- No co- No co- Full price
dependants payment payment payment payment
Retired and No co- No co- No co- No co- Full price
dependants payment payment payment payment
Pharmaceuticals
Active workers and | 20% 20% 20% 20% Full price
dependants outpatient outpatient outpatient outpatient
care / Free care / Free care / Free care / Free
inpatient care | inpatient care | inpatient care | inpatient
Retired and 10% 10% 10% care
dependants outpatient outpatient outpatient
care / Free care / Free care / Free
inpatient care | inpatient care | inpatient care

Source: Compiled from Budget Implementation Directives, 2005; SSK Health Services
Contracts; SSK Drug Reimbursement Directives and SSK Directorate General for Health

Services Circular
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APPENDIX E. CHRONIC DISEASE INDEX BY PROVINCES
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APPENDIX F. DECOMPOSED CHRONIC DISEASE INDEX BY PROVINCES

Appendix F Calculation of Decomposed CDI for 1980
(Male1980/ Hhold
Population Income
1980) x B2 1980 x B4

Logit coefficients (fi)*  -0.4273366

Adana+Osmaniye -0.215781
Advyaman 02151232
Afyon 0,2191524
Agr 0.2244774
Amasya £0,2159165
Ankara+Kirikkale 0.2195423
Antalya 02151009
Artvin 0,2101367
Aydin 0,21 39008
Balikesir 02171426
Rilecik 0.2168413
Hingdl -0,21 88684
Bitlis -0,2238783
Bolu+Duzee 0,2123027
Burdur 02135328
Bursa 02157151
Canakkale -0,2232711
Cankun 02080132
Comm -, 2088896
Demizli 02113713
Diyarbakir 0.2216466
Edime -0,2301307
Elazig 0.2143585
Erzincan -1,2174852
Erzurum 0.2194123
Eskigehir 0.2165814
Ciaziantep+Kilis -0,2162859
Giresun 0,2065121
Gumush+Baybur -0,2021808
Hak+ Mard+Siirt+Sima

k+Batman -0.2200026
Hatay -0.218503
Isparta -0.2226059
Igel ,2175954
Istanbul+Yalova 0.2236988
lzmir 0,2209336
Kars+Ardah+Igdir -0.2192554
Kastamonu 0.2048874
Kayseri -1.2136839
Karklareli 0,2310704
Kirsehir -0, 2042766
Kocaeli -0,2232528
Konya+Karaman 0.2124188
Kiitahya -0,215995
Malatya -0.2174432
Manisa -0.2155849
K.Marag AL2186427
Mugla 0,2155151
Mus -,2213081
Newvgehir -0.2076849
Nigde+Aksaray -0,2083236
Ordu -, 2098734
Rize 0.2054139
Sakarya -0,2149708
Samsun A0.2100404
Sinop 0.2063527
Sivas -0.2123575
Tekirdag -0,2294952
Tokat 2172046
Trabzon =0, 204304
Tunceli 02143175
S.Urfa 0,2210057
Usak 0,207 5604
Van -0.2232236
Yorgat 12081495
Zon+Bart+Karabuk 02127053

-2 879405
-1, 6546852
-1,3115964

-1,833524
-0,9965573
-2,0385676
-LE6HET 36
-2,5529900
-1.9771977
-2,1479228
22271575
-2,6406962
-1,0524136
-1.2367113
-2, 2798316
-11876489
-291642098

-1.506949
-1.9111445
-1.5602737
-1, 4446909
-1,6327607
-2, 8569221
-3,5244761
-1,7741897
-1.5232341
-2.8676036
-20103907
-1.5569019
-1,(0R45692

-1.0107383

-1.385626
-0.2206626
-4, 5856942
-4,5503499
41371719
-1,0438298
-1.8851286
-1.9546898
-2,4482377
-1,9522468
-8.3257276
-2,2827005
-3,2107669
-1,7703409
-2,3515588
-1.3104361
-2,3832244

-1.421591
-2.3734322
-1,8867175
-1.6307838
-2,5791353
-2,6276448
24670762
-1.5241324
-1,3912953
-3,4738179
-1,53664022
=1.8119441
-1.1886784
-1,3417488
-1.8823349
-1.3196617
-LA6EET1
-3,8935233

population  school

1980/Popul
ation 1980)

00869019
00322647

-0.033987
0392881
00368519
0.0404717

-0.029961
0.040809%
0,0438917
0041 5982
00417622
00446419
00358115
0.0332825
-0,0425757
00421462
00375162
00464191
-0,0423978
00402133
00395055
00301765
00471841
0.0321048
-0,0385235
00381748
-0,0342088
0,(297622
-0,0399256
-0,040997 1

-0,0333865
-0,0322007
0.0400587
00352785
-0.0286614
00355634
-0,0404427
0.0463277
0305736
-0,0474602
-0,0340031

-D031673
00361119

0042571
00341311
00435164
ALO33R4ES
0,0442718
-035TTER
-0.0394901
-0,0369358
00418364
400392001
-0,0393953

-0.040378
0,0438703
-0,0356073
-0.0464807
-0,0398646
00385241
-0.0380200
00308633
-0.0395158
-0.0350231
-0,01392461
-0.0298588

), 1584753
00424478

0023476
04470973
00216464
-0.0468091
00470778
00520087
00470617
0527075
00534939
00586048
-0,0252208
-0.0194799
-0.0228464
00546892
-0.0544777
-0.0555955
00450437
D0IRRTSI
00504452
00203676
00564031
00328744
-0,0439315
00357562
-0.0566664
00338303

0,036756
00402638

00179468
00367741
0.0539614
(66917
00534144

-0,054968
00336764
0.0413768
00442282

0061524
0,0446979
00508425
-0.05093%
00491973
0,0365609
-0,0535017
00340362
00579643
00219756

-0.048299
-0,0394643
0355353
00429159
D0526464
00403837
0,04 19052
00371641
00599681
00391937

-0,037702
-0.0346631
00194242
00469124
-0,0194331
00398634

-0.044643

school
1980/Popul 1980/Papul
ation1980)

ation 1980)

0 2KTI847
0.0143712
00071289
N 12607
00065263
-0,011954]
-0.0229996
-0.0108697
0.0148272
00115303
-0.0126581
-0,0123586

-0.007086
-0.0070942
0.0104275
00122446
-0.0154856
00118125
00117347
-0.0073846
00111592
00095472
00127732
-0.0142541
00132258
-0.0103014
-0.0200453
-0,0095023
001244585
-0,0092712

-0.0064328
0012125
-0.0146202
00141215
-0.0244352
-0.0185028
00111361
0.0075263
00124336
-0,0143609
-0.0134820
=0.0172436
-0.0107857
-0.0098093
-0.0140736
0009455
00092529
-0,0008554
<0.00649635
001 1468
-0.0091107
00102383
-0.01 16859
00115052
00700048
-0.0069737
00115372
-0.0140956
DDOHATE
00144562
-0.0133581
-0L0074143
00120752
-0.0063234
0094023
00114042

school
1980/Popul
ation1980)

£0,2720803
00076108
00043838
00080329
0005145
-0.0100234
00231317
00101785
00110675
0,0099973
00112474
00115532
00051227
00051693
0.008289
00101291
00112659
-0.0105304
00077644
0,0049279
00097299
00072182
00125006
-0.0120181
0,0099871
00083262
00165384
0,0072091
00083497
0,0066915

00044421
=DJO059338
-0.0120058
00119235
-0.0223297
00179116
00075589
-0.0058405
AD0095T744
-0.0140664
-0,0088639
0161813
0.0082824
-D,0075928

-0.010388
-0,0078923
D063
00100109
-0,0050222
-0.0083922
00063872
D 0065RS
-0.0077559
-D00R96TH
0074514
0.006597 1
-D00ROT63
-0.0126393
-0,0065242
0,01 04062
-0.0097104
-0,0053894
0.0064437
-0.0047502
AL
-0.0089054

1980/Popul
ation1980)
xp13

0, 39014901
00064534
0.0024117

0005279
-0.0020919
0,0015206

0017934
-0.0060959
0,0078022
0061576
0.0065422
A IE548
-0,0021958
-0.0019698
-0,0056682
00055355
0.0000218
.0059151
0,0044615
0,0051668
0,0060973
-0.0033802
-0,00579949
-0,0044347

-0,005007
-0, 0049846
-0,0091068
-0,0039434
-0,0036233
-0,0037432

-0,0024889
=0,0045055
00076931
-0,0114727
-0.0140378
00130418
-0,0030608
-0.0050566

0006052
-0,0060041
-0,0047359
00076777
-0.0066903
-0,0044836
-0.0042336
-0,0047033
-0N38415
0.0061029
-0,0017361
-0, 0034883
-0,0027668
00048308
00041983
-0,0056991
055782
00035326
A0,0042393
00060431
-0.0035945
<0,0078599
00031739
-0,0026393
00051973
-0,0024919
AN IN3THGS
-0.0062258

z

-31736141

-1.598307
-2,1636342
-1,2932962
-2,3652679
-3.2295201
-2.6880543
-2, 3114847
-1 4838146
-2.5700039
-2 9895507
=1.3467 168
-1.5275853

-2,581941
-1,5159203
-3,2599121
-1.8604927
-2,2305598

-1.865731
-2.7729993
-1.9250071
-3,2217138
-3.8345208
-2,10234599
=1.B401897
-3,2208407

-2,311023
-1.8645171

-1,397717

-1,206338
-2, TO00686
-0.5717006
-4.9227774
49169272
-4.4980931
-1,3589602

22196144
222712356
-2,8227236
-2,2623971
-B.6T25985
-2.6079293
-3,5404159
20871713
-2,6862564
“L6165818
-2,7269448
-1.7143967
-2.6022548
-2, 1897058
19396875
-2 8903053

-2,960829
LBHI426
-1.8333641

-1,700277

-3.842543
18818815
-2,2251964
-1.5019223

-1,628485
22033397
-Le10%071
-1,7512891
-4.2072659

4-1)

-1
31736141
1.598307
2,1636342
1,2932962

2,8880543
23119847
24835146
2,5700039
29895507
1,3467 188
1,5275853

2,581041
2,5159263
32509121
1,8604927
2,2305598

1.B65T31
2,77219993
19250071
32217138
383435208
2,1023499
1,8401897
3,2208407

2,311023
18645171

1,397717

1,296338
27000686
0.5717006
49227774
49165272
44980931
1,3589602

2.196144
2,2712356
282127236
22623971
B.6725985
26079293
3,5404159
20871713
2,6862564
26165818
2,7260448
1.7143967
26022548
2,1897058
1.9396875
28903053

2960829
28409426
1.8333641

1,700277

3842543
18818815
2,2251964
1.5019223

1.628485
2,2033397
1.6109071
1,7512891
42072659

CHRONIC
DISEASE INDEX

0040170825
0.1682 18358
0103063998
0.215295404
(LOBSR59815
0038069812
0052747243
0090135236
0.077000643
0071094034
.0479001 68
0,206407309

017834724
0070309736
0074060505

003697233
0.054141453
0,097039569
0134036441
0058800794
0,127294243
0.038356715
0021154503
0, 108868624
0.137028845
0038388032
0090214136
0,134177407
0.198178622

0,214781958
0.0629693
0.360844498
0007226285
0.007268376
001100768
0.2044009342
0100097279
0093533384
0056108508
009428546
0000071184
0.068629832
0028183887
0110349955
0063789213
DOBROTERS
0.061401993
0.152594304
0063431925
0,100678716
0.125682181
0052634885
004922718
(.035151389
0137837938
0.154429079
0.020989024
0.132172892
0097510542
0.182138978
0. 16403794949
0099450974
0.166462704
11, 14TER4663
0.01466864

* The logit estimation for reproted chronic discase are re-estimated using ‘insured’ instead of ES. SSK and BAGKUR separately, see Table C.36 in Appendix C
The analysis is based on 63 provinces by merging some provinces into one, For a similar application, see Filiztekin (1999),
The mean values of variables are obtained using 1980 census dara (818, 2003).
The income data is taken from Ozitiin 1988,
Average household income is calculated by multiplying per capita GDP with average household size for each provinee,
Then household income has been converted by dividing the household income for each province to the average household income in 1980,

183



Appendix F Calculation of Decomposed CDI for 1990

Population

1990
Logit coefficients (fiy*
Adana, Osmaniye 1933337
Adiyaman 510827
Afyon TIRITY
Agn 437003
Amasya 350265
Ankara, Kinkkale 3586738
Antalya 1132211
Arnvin 212833
Aydin R24516
Balikesir 974274
Bilecik 175797
Bingdl 249074
Bitlis 330115
Bolu, Duzce 536598
Burdur 254899
Bursa 1596161
Canakkale 432263
Cankin 249344
Corum SUS660
Denizli 750882
Diyarbakir 1096447
Edime 404599
Elazig 408225
Erzincan 200251
Erzurum 48201
Eskigehir 641301
Gaziantep, Kilis 1140594
Giresun 499617
Gumushane, Bayburt 276175
Hakkar Mardin, Sirt, S 1580316
Hatay 1109754
Isparta 434771
Igel 1267253
Tstanbul, Yakova 7330894
lzmir 2694770
Kars. Ardahan, lgdir 662155
Kastamonu 423206
Kayseri 944001
Kirklareli 300512
Kargehir 256684
Kocaeli 920255
Konya, Karaman 1967839
Kiinhya 577905
Malatya 104359
Manisa 1154418
K Marag $94264
Mugla S62509
Mug 376543
Nevgehir 289509
Nigde, Aksaray 632260
Ordu 320880
Rize 148776
Sakarya GRI2RN
Samsun 1161207
Sinop 265153
Sivas T66821
Tekirdag 468842
Tokat TIST3S
Trabzon TA5849
Tunceli 133584
S.Urfa 1001455
Usak 200398
Van 637433
Yozgat 578719

Zonguldak, Bartin, Kara 1103750

Employed

Primary

(Malel990 Weighted population school

{Populatio Household 1990/Popu 1990/Popu
Income x  lation 1990 Lation 1990

nl99 x
p2
0427337
£.215262
-0.214744
-0.213356
0.210387
0213981
0.218755
022218
-0,200003
0,215687
A0.217846
0.221154
-0,213965
-0,221338
-0.214123
0.217512
-0.217107
0.222534
-0.238267
-0.206473
0.215767
-0.218042
-0,22509
-0.212132
-0,223324
-0,215482
£0.21452
021651
-0,210021
-0,2076%
0220942
-0.214312
-0,220566
-0.217586

M
-2.879405
-3.041395
-2,406343
1729036
A0,829593
-1,750328
-3,498855
-2, 717918
3040425
-2,319817
-2,125496
-3,292319
£,928608
-1,240793
-2,612539
-1.753166

-3.30621
-2,506465
-1.758209
-2.074336
-2.468922
-2601882
1949133
-2,767408
-1,533312
-1.397606
-2,306997
=3,150314
-1,484591
-1,100182
-1.516284

422144 -3
-D.218805
0,215590

0,20456
-0.21359]
-0,2309203
-0.207503

0214858
0216122
-0.215155
-0.223407
0218271
02122717
-0,205949
0211222
-0,20308
-0,215895
0.206846
0.2034

-0.215812
0.220077
0212234
0217629
-0.208529
-0,203667

1056853
-1.730575
-1.854718
-3, 808064
-1.916758
-6.633887
=2,080114
-1,990225
-2.152731
-3.019877
-2.307494
-2.839659
-1.202356
-2.734554
-1.762638
-1.513405
-2.623245
-2,323288
-2,521315
-1.601378
-1,566856
-2.068916
-1,730896
-2.119257

=1.280896

-1.49071
-1.757654
-LAT2644
-1.A31797
-2,179876

*p8
0086002
0030605
-0,034482
0(M0316
0035192

0040238
0020536
-0,042664
0,044703
-0,042764
0041625
0042049
0037624
0,032769
0045244
0043194

-0.03607
0050023
0045779
0040579
0042529

002893
0046992
0031817
0039385
0036381
0,032306
0029111
0041061
0041019
0031379
0034943
0039751

003462
0030109
0034839

004177
-0,047003
0031068
0045041
0.035501
0031748
0036482
0042119
0034037
0044397
0035953
0047606
0.036506
0041891
-0.038937
0041417
0040416
-0,040067
0039633
0,043702
0036373

004417
0040417
0.040741
0039487
0030355
-0.040003
0031659
0040651
0036685

) x P10
0,138475
0,052389
-0,040877
Da1379
0,032169
0,059524
-0.053738
0063122
-0,058371
A,064341
0063446
0067778
-0,039514
0,032874
-0,036088

006723
0.0642
0067584
006639
0057161
0064162
-0.021601
0064934
-0.046001
0053767
0048997
006324
0049568
005146
0054738
0029106
-0,052099
06394
0058481
0059424
-0,061052
0047113
0056623
-0.058076
0067711
0057594
0062069
-0.061507
-0,064368
005189
0065799
0050108
0070127
0032544
0062977
0055688
0052871
-0.0604066
-0.066005
0055144
-0.055873
0051963
0067271
0054612
0053675
0047466
0032237
0059776
0.030781
0055298
0059488

Secondary High
school school
1990/Papu 1990/Popu 1990/Papu
Lation1990 lation]990

Txpnl
-0,287185
0019667
0012214
0016904
0008677
0016643
0027873

001776
-0,020139
0015389
0018611

D.0186
-0,009237
-0,010121
0015241
0017877
AL.022819
0016144
0021176
003454
-0.017021
0,01 1608
0015828
0.012159
0021319
0014153
0.026726
0013884
~0,013412
A1,055638
009101
-.015849
0021242
0020159
027935
-0.023646

001513
0.010020
0018888
-0021335
0154
0023058
0015141
0016057

-0.02028
0013419
-D.013908
0015151
-0.008E3S
0017031
0013852
0016551
0016725
-0,016482
0015451

000979
0,019059
0021503
,014576
0020745
0019217
0,009475
0018673

0.0079%
0,014041
016613

)xpl2

-0,27208
0018034
-0,00887
-0.014298
-0,007432
0015589
0033618
0020415
0017535
-0.015074
0018512
0020818
0008116
-0.008755
001523
0017388
0019954
-0.016335
0017921
-0.008347
-0.015781
0001082
0021855
0018231
D.019289
-0,014905
0026833
-0,010509
-0,016045
-0,013506
000828
0.014137
0021145
-0.019666
-0.028643
0025462
0012137
0011021
00164
-0,022195
0016353
0023296
0013991
001311
-0,017667
0011978
0010961
-0.017982
0006717
0014174
-0,010293
0013848
0,014888
-0,014633
-0.01368
0010622
-0.016386
-0,0208946
D011712
-0.020744
001884
0.00787
0014843
0.007643
0005125
-0.014075

University

lation19%0
1xp13
0,39019
“0.008690
-0,004029
006466
-0,003003
0007819
0023468
0013306
0006023
0009877
D010393
0008061
0003923
0,003619
0008226
0010594
0.01048
0009637
0007648
0.005337
-0.008629
0005073
0010484
-0.008534
-0,007546
0006337
0013043
-0,005236
0,006048
0006106
0.00331
0006877
0011653
0009951
0018418
0017267
0004608
0,006933
-0,008487
0,010061
0.008002
0,010184
0007211
-0.006606
0008124
0006713
0005551
0012282
0002894
0007118
0.005426
000176
-0.006282
0007285
0007248
0000378
0007161
-0,010207
-0,005767
0,008951
0005684
0.003514
0007793
0003525
0.004712
0006652

comstant &

201934

-3.386652
-2.811550
-2,081756
-1,132452

310412
-3,885843
-3,007363
-3,307000
-2,682049
-2,495029

-3.67084
-1, 240087
-1,550269
-2.946691
-2.120%62

-3.67684
-2.888722

-2,15539
2400687
-2 832812
-2,898229
-2.338217
-3.103282
-1.897041
-1,733861

-2.68367
3475131
-1,829439
-1 478886
-1.818402
-3.048813
~L098216
-3672630
-3.993058
-3,720408
-1.393207
2076738
-2,201217
-4,205501
-1.260766
-7.017026
-2437405

-2,34683
-2 499587
=3,378304

2263913
23226214
-1.508127
-3.090022
-2092782
-1,851074
-2,966003
2634644
-2850317
-1.931143
-1.911364

-3,36156 3

2068644
2471722
1627466
-1.794338
2110974

177184
-1.760153
-2.517056

-1
-l
3,3866522
28115587
20817557
11324524
21041204
3,8858427
30073634
33070038
26820492
24959288
36708403
1, 2409867
1,5502691
25466912
21269617
36768306
2888722
2,1553902
2ADD6E69
2 R38R
28982191
23382171
31032815
18070414
1,7338612
2,6836703
3475131
1,8294387
1,4788562
1.8184023
30488134
20982158
36726304
39930582
37264083
1.3932072
20767345
2012272
4, 2055000
2,2607659
7.0170262
24374054
23468296
249958660
33783043
263913
32262137
1.5081267
30900217
20927822
1.8510744
2066003
26846436
28593165
1931143

24717223
1.6274656
1.7943383
21109744
17718403
1.7601528
25170556

DECOMPOSED
CHRONIC
DISEASE INDEX

1990

0032718225
0056702742
0.110882747
0,243708786
0108696569
0020117493
0043216137
0,032386251
0063987005
0076144072
002482319
0,224264264
017504739
0049893121
0.106503763
0024678377
0052713892
0.10382859
0083120324
005557602
0052241167
0.088006856
0042072001
0,130341628
0150094 347
DO6INMIRI
0030028167
0138305141
0185595702
0.139625677
0.045268724
0109270349
0024779676
0018109228
002351161
0.198806226
011137874
0009640324
0013446468
0004424842
0000895684
0.080364448
(LOET318091
0075887154
0032980424
0066662137
0038191075
0181216561
0.043520722
0109800323
0.13574679
0048085581
0,063RR5507
0,054201717
0126624103
0,128827703
0,033518657
0112182034
0077864472
0164177826
0,142541639
0,108034721
01453136
0,146771 188
0074671126

* The logit estimation for reproted chronic disease are re-estimated using ‘insured’ instead of ES, $SK and BAGKUR separately, see Table C.36 in Appendix C for estimation.
The analysis is based on 65 provinces by merging some provinces into one. For a similar application, see Filiziekin (1999),
The mean values of variables are obtained using 1990 census data (S15, 2003).
The income data is taken from SIS for 1990,
Average household income is calculated by multiplying per capita GDP with average houschold size for each province,
Then household income has been converted by dividing the household income for each province 1o the average household income in 1990,
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APPENDIX G. SIMPLE OLS ESTIMATIONS FOR CONVERGENCE ACCROSS
PROVINCES FOR 1980-1990 AND 1990-2000

Model 1: OLS Estimates for Simple Convergence for 1980-1990

Model

Residual

.000133143
.026794202

_____________ —————

.026927344

Number of obs
F( 1, 63)
Prob > F
R-squared

Adj R-squared
Root MSE

65

0.31
0.5778
0.0049
-0.0109
.02062

VApEmpl1~9080

Coef. Std.Err.

[95% Conf.Intervall]

_____________ e ———————————————————————— o

1VApEmplo~80

_cons

.0038316
.008348

df MS
1 .000133143
63 .000425305
64 .00042074
t P> t]
.0068482 0.56
.0041433 2.01

-.0098534
.0000683

.0175166
.0166277

Model 2: OLS Estimates for Conditional Convergence with Decomposed CDI

1980-1990

Source

_____________ B

Model

Residual

.000318922
.026599954

_____________ B

.026918876

Number of obs
F( 2, 61)
Prob > F
R-squared
Adj R-squared
Root MSE

VApEmpl~9080

Coef. Std.Err.

[95% Conf.Interval]

_____________ .

1VApEmplo~80
InDeHindex80

.0128616
.0044293
.0156051

df MS

2 .000159461

61 .000436065

63 .000427284

t P> t]

.0152626 0.84
.0066738 0.66
.0118477 1.32

-.0176577
-.0089158
-.0080857

.043381
.0177745
.039296

for
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Model 3: OLS Estimates for Conditional Convergence with Decomposed CDI and
Regional Dummies for 1980-1990

Source

Model

Residual

Number of obs
F( 8, 55)
Prob > F
R-squared
Adj R-squared

Root MSE

VApEmpl~9080

[95% Conf.Interval]

_____________ .

1VApEmplo~80
InDeHindex80
Thrace

Agean
Mediterran~n
Blacksea
East

Southeast

SS df MS
_____________ o
.005832016 8 .000729002
.02108686 55 .000383397
_____________ o
.026918876 63 .000427284
Coef. Std.Err. t P>| t]
.0146756 .0219651 -0.67
.0007828 .0076111 -0.10
.0209742 .0093985 2.23
.0029001 .0094568 0.31
.0004804 .0103575 -0.05
.0077872 .0081395 -0.96
.0148557 .0112959 -1.32
.0118124 .0101473 1.16
.0146074 .0123409 1.18

SO O O O O O o o o

-.0586945
-.0160358

.0021391
-.0160518
-.0212372
-.0240991
-.0374933
-.0085232
-.0101244

.0293434
.0144703
.0398093

.021852

.0202765

.0085247
.0077819
.0321479
.0393392

Model 4:

Source

Model

Residual

OLS Estimates for Simple convergence for 1990-2000

Number of obs
F( 1, 63)
Prob > F
R-squared
Adj R-squared

Root MSE

VApEmpl1~2090
1VApEmplo~90

SS df MS
_____________ e
.000511531 1 .000511531
.014165114 63 .000224843
_____________ e
.014676645 64 .000229323
Coef. Std.Err. t P> t]
.0064082 .0042486 -1.51
.0104598 .0030794 3.40

_cons

0.136
0.

001

-.0148983
.0043062

[95% Conf.Intervall]

.0020818
.0166134
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Model 5: OLS Estimates for Conditional Convergence with Decomposed CDI for

1990-2000

Source | SS df MS Number of obs = 65
————————————— Fmm F( 2, 62) = 1.59
Model | .000716927 2 .000358463 Prob > F = 0.2117
Residual | .013959718 62 .000225157 R-squared = 0.0488
————————————— Fommmmm e mm Adj R-squared = 0.0182
Total | .014676645 64 .000229323 Root MSE = .01501

VApEmpl1~2090 | Coef. Std.Err. t P>l t] [95% Conf.Interval]
_____________ o
1VApEmplo~90 | -.0138852 .0089083 -1.56 0.124 -.0316927 .0039224
InDeHindex90 | —-.0043495 .004554 -0.96 0.343 -.0134528 .0047537
_cons | .0031032 .0082959 0.37 0.710 -.01348 .0196864

Model 6: OLS Estimates for Conditional Convergence with Decomposed CDI and
Regional Dummies for 1990-2000

Source | SS df MS Number of obs = 65
————————————— Fom e F( 8, 56) = 3.76
Model | .005124807 8 .000640601 Prob > F = 0.0014
Residual | .009551838 56 .000170569 R-squared = 0.3492
————————————— Fm Adj R-squared = 0.2562
Total | .014676645 64 .000229323 Root MSE = .01306
VApEmpl~2090 | Coef. Std.Err. t P>| t] [95% Conf.Interval]
_____________ o
InVApEmplo~90| -.0305258 .0104845 -2.91 0.005 -.0515287 -.0095229
InDeHindex90 | -.0086484 .0043184 -2.00 0.050 -.0172993 2.45e-06
Thrace | .0047722 .0065158 0.73 0.467 -.0082806 .017825
Agean | .0036403 .0062435 0.58 0.562 -.0088668 .0161474
Mediterran~n | .0002739 .0067375 0.04 0.968 -.0132229 .0137706
Blacksea | .0072184 .005466 1.32 0.192 -.0037314 .0181682
East | -.0143797 .0068456 -2.10 0.040 -.0280932 -.0006663
Southeast | -.0207165 .0066982 -3.09 0.003 -.0341346 -.0072985
_cons | .0028707 .0078603 0.37 0.716 -.0128753 .0186167
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