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ABSTRACT

Background: The Turkish health care system, like other countries, has been subject to efficient and equity oriented reforms during the last six years, which in turn is expected to change the composition of financing, as one of the objectives is to ensure financial protection.

Objective: This study’s aim is to examine the equity in health care financing before and after the HTP and the financial consequences of the health care reform on the welfare of the households. 
Methods: To assess the impact of the reforms on health care finance, cross sectional analyses are performed on the Household Budget Survey 2003/2006, using Stata statistical software package. In order to assess the equity in health care financing, progressivity of the OOP payments is measured by Kakwani Index. In addition, catastrophic and impoverishing impacts of the OOP payments are measured as well.
Results: Results show that the out-of-pocket payments are regressive in both periods. On the other hand, the incidence of catastrophic payments is low with approximately 5 percent of households spending more than 10 percent of total expenditure on health. As for the impoverishing effect, the results suggest that the OOP payments had a relatively stronger effect in 2003 on the impoverishment of households, compared to 2006.

Conclusion: The results are not sufficient to criticize the policies and the results of the reform. Especially in order to analyze the impact of the reform on the financial protection of the poor, the results of the universal health insurance system that is introduced and initiated in 2008 should be evaluated.
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1. INTRODUCTION

Being classified as a middle income country by the World Bank, Turkey is among the countries which spend below the OECD average on health. However in recent years the total health care expenditure and it’s share in the GDP changed significantly. Even though the percentage of total expenditure on health in the GDP increased from 4,8 % in 1999 to 5,7 % in 2005, Turkey is still below the OECD average as seen in Figure 1. (OECD, 2009)

Figure 1: Total Expenditure on Health (%GDP) 
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Source: OECD Health Data, 2009

While analyzing health expenditure patterns, it’s important to distinguish the sources of health expenditures; whether they are financed through public sources, that is, government bodies or social insurance funds, or through private sources such as out-of-pocket payments or private insurance. (Gottret & Schieber, 2006)
The public share of total health expenditures, which is mainly financed through taxes and contributions, changes according to the income level of a country. Low income countries have a public share of 29%, whereas in lower middle income countries this share increases to 42%. The percentage rises up to 56% for upper middle income countries. In high income countries, the share of public is the highest with 65 % of the total health expenditures. (Gottret & Schieber, 2006). Even though Turkey is an upper middle income country, the public share is above the average with 71% of total health expenditure (Table 1).

The share of social health insurance, namely contributions, varies among the countries depending on their health care financing systems. For example, in the USA only 13 % of total expenditure on health is financed through social insurance, whereas in Germany this share is 67.4 % of total health expenditure. For Turkey, approximately 38% of total health expenditure is financed through social health insurance institutions. (OECD Health Data, 2009)

The private share of spending consists of mainly private insurance, private household out-of-pocket payments and corporations. The amount of the out-of-pocket payments (OOP) in a country is directly related to the income level, whereas private insurance depends on the structure of the health care system of the country. Two countries, Mexico and the USA, spend approximately the same ratio of private sources; however in Mexico 95% of this total is out-of-pocket payments; whereas in the USA only 24% is private out-of-pocket payments. 

In Turkey 29% of total health expenditure is funded privately. Approximately 75% of private expenditures are composed of the out-of-pocket payments coming from households. Even though it seems to be a high proportion in total private expenditure, out-of-pocket payments constitute a smaller part in the total health expenditure compared to countries like Vietnam or India. In the said countries, the out-of-pocket expenditure rises up to 88% of total expenditure in private health sector and private sector expenditure constitutes 72% of the total health expenditure (Anoshua Chaudhuri, 2008) 

Table 1: Total Health Expenditure by financing agent

	
	Total exp. on health  (% GDP)
	Public exp. on health    (% TEH)
	Private exp on health (% TEH)
	Social security schemes        (% TEH)
	Out-of-pocket payments            ( % TEH)

	United States
	15,7
	44,4
	55,6
	12,6
	12,7

	France
	11,1
	79,3
	20,7
	74,3
	6,8

	Germany
	10,7
	77
	23
	67,4
	13

	New Zealand
	9,1
	77,9
	22,1
	10,5
	16,5

	OECD Average
	8,8
	72,9
	27,1
	37,2
	18,7

	United Kingdom
	8,2
	81,9
	18,1
	0
	11,9

	Japan
	8,1
	82,7
	17,3
	64,3
	14,3

	Slovak Republic
	7
	74,4
	25,6
	65,2
	22,6

	Poland
	6,2
	69,3
	30,6
	57,9
	26,1

	Korea
	6,1
	52,1
	47,9
	40,6
	39

	Mexico
	5,9
	45,5
	54,5
	28,2
	51,2

	Turkey
	5,7
	71,4
	28,6
	37,7
	19,9


Source: OECD Health Data, 2009 (2005 data)

The mix of the sources, explained above, has many implications for health care systems, in particular for access, equity, efficiency and financial sustainability.  (Gottret & Schieber, 2006) 

On one hand, public shares of the total health expenditure provide a tool to evaluate how active the governments are in the financing of basic public health care services, protecting the poor and facilitating risk pooling. On the other hand, private expenditure, specifically out-of-pocket payments, are also important as they are the key measure of the potential inequities in health care financing. 

Looking at the composition of the sources, one may argue that Turkey is among the countries in which health care expenditure is mainly financed through public sources. (Table1, Figure 2)

One of the important factors effecting this composition is the income level of a country; while low income countries mostly depend on out-of-pocket payments in financing, in high and middle income countries (with some exceptions) public expenditure replaces the OOP payments, as a result, public share increases and the share of out-of-pocket payments decreases.

Figure 2:  Private and Public Expenditure on Health (%Total Health Expenditure)
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Source OECD HEALTH DATA 2009

However health care financing systems are also affected by demographic, environmental, external and political factors. 

Health care sector reforms are one of the most important factors among the abovementioned ones that is expected to affect not only the financing methods but also the availability, quality and the use of health care services.

Especially developing countries need to organize their institutions and health care financing systems to ensure equitable access, to provide sufficient resources and to protect their people against income and health shocks.  (Gottret & Schieber, 2006)   

Yet, it is important to assess the extent to which these objectives are achieved in order to evaluate the success of a reform in this field.

The Turkish health care system, like in other countries, has been subject to efficient and equity oriented reforms during the last six years, which in turn could be expected to change the composition of financing, as one of the objectives is to ensure financial protection. 

Even though the figures presented in Table 2 emphasize that this composition does not change significantly in the said time period, whether this objective has been achieved or not is still debatable.

Within this framework, our aim is first to assess the impact of the health reform on households’ budget; to examine the changes with an emphasis on equity considerations and its financial consequences for households.
The best way to do it is to analyze the direct financial burden incurred due to health care expenses; that is, the OOP payments.

Table 2: Health Expenditure by Financing Agent (% Total Expenditure on Health)

	 
	Public exp
	Social security schemes
	Private exp
	Out-of-pock payments

	2002
	70,4
	37,2
	29,6
	21

	2003
	71,6
	39,1
	28,4
	19,9

	2004
	72,3
	39,6
	27,7
	19,2

	2005
	71,4
	37,7
	28,6
	19,9

	Source OECD Health Data 2009, June 09
	
	


Secondly, it is important to analyze how the financial burden of the OOP payments is distributed among the households and whether it changes the welfare of households or not. 

On the other hand, in addition to these discussions, a crucial point is to analyze who pays more, the rich or the poor? Do the poor households make proportionally more out-of-pocket payments on health care?  

So as to evaluate the impact of the reform in terms of financial protection, another argument is to analyze the poverty effect of the out-of-pocket payments, to which extent the health care spending throws people into poverty and whether the reforms lead to a substantial increase in poverty or not.

In the light of the information above, the following section summarizes the recent developments in the Turkish health care and financing system. The methodology and results are presented in chapters 2 and 3. Finally, the last chapter presents an overview of the discussion and conclusion.   

1.1. Turkish Health Care System and Key Policy Developments, 2003-2006 

Before moving forward with the discussion, we should have a look at the health care financing and delivery system in Turkey. 

There used to be three separate social security schemes in the system. Social Insurance Institution (SSK) for blue and white collar workers in the public and private sector, Government Employees Retirement Fund (ES) and the Social Insurance Agency of Merchants, Craftsmen and the Self-Employed (Bag-Kur). These schemes provided both pension and health insurance. 

Besides, health care spending of the active civil servants was financed from the general budget.

On the other hand the Green Card-scheme, directly funded by the state budget, was introduced in 1992 with the aim to cover health expenditure of those not covered by any other social security scheme and who do not have sufficient resources to meet health care needs.

Apart from the ones mentioned above, those who were ineligible for the Green Card scheme were covered by the Social Solidarity Fund financed by the state budget. (Sulku & Bernard, 2009)
On the delivery side, providers could be categorized as the public providers; namely, the Ministry of Health, Social Insurance Institution and Universities, and private hospitals.  

According to the OECD Health Data (2009), 67% of total population is covered by one of these health insurance schemes. However these results do not represent those who have access to health care, but only show the percentage of the population contributing to the health insurance. Even though the rest of the population may be assumed to have no coverage at all, some of them have free access to primary health care and emergency services provided by the state. As stated in the report by the World Bank, one of the reasons for this situation may be the informal and fraudulent use of Green Cards and other health insurance schemes by non-members of formal schemes. (OECD, World Bank, 2008) 

Regarding the benefit packages, regulations, access to health care and the quality of services, there used to be a diversification across different schemes, which bring inequalities. 

As an example, SSK members had access to the hospitals operated by the institution and they were allowed to use only the pharmacies operated by these hospitals. BK members had even further restrictions even though they had access to contracted public and private facilities. On the other hand, ES had the most generous benefit package including all outpatient and inpatient care and providing access to all kinds of facilities.  (OECD, World Bank, 2008)  

In order to harmonize these different practices and to improve the overall system, promotion of health care services has been an important issue in the history of the Republic of Turkey. However in 1960, together with the beginning of the planned development period “a new era” started in the delivery of health care services (Yardım, et al., 2008). In the said period, concepts like equity in services were introduced to the system. 

The second important phase was the post-1983 period when significant changes took place. In this period, studies were conducted in collaboration with the World Bank to reach the objective of building a better health care system in Turkey. The attempts also continued in 1990s under some projects, such as the First Health Project.

Following the first one, the Second Health Project was initiated in 1994. The most important sub-component of the Project was the National Health Accounts Study, which allowed the collection of detailed data, including health care expenditure and out-of-pocket expenditure, on health accounts. 

Until the beginning of 2002, the attempts to promote health care services continued in a limited framework.

In 2003, Health Transformation Programme (HTA) was launched. This programme introduced some new concepts to health policy in Turkey; which are efficacy, efficiency and equity.  

In this regard, the overall aim of the programme can be summarized as to promote the health care level (efficacy), to provide more services with the same amount of sources (efficiency) and finally to build up a system that enables people to access health care services in accordance with their needs and to contribute to these services as much as they can afford (equity). (Yardım, et al., 2008)  

Table 3: The chronology of Health Transformation Programme 
	2003
	· Ambulance services made free of charge

	2004
	· Performance-based supplementary payments initiated in the Ministry of Health facilities

· Green card holders covered for outpatient services 

· Right to choose a physician system implemented in MoH hospitals

· Moh and SSK signed protocol for common use of their facilities.

· Reference price system has been established

· Value added tax of prescription drugs dropped to 8% from 18%

	2005
	· Green card holders covered for outpatient prescription drugs

· Value added tax of health services and non-prescription drugs dropped to 8% from 18%

· SSK health facilities have been transferred to MoH.

· SSK pharmacies closed and members allowed to access private facilities

· Green card holders required to pay co-payment for outpatient prescription drug expenses 

· Family medicine first implemented in Düzce

	2006
	· Global budget implemented for MoH hospitals.

· Law 5502 implemented which  integrated the three different schemes 

· MEDULA, pharmaceutical expenditure tracking system established

· All of the reimbursement institutions started to use one common positive list.

	2007
	· Primary care became free for all citizens even not covered under social security

· SSI established health implementation notice (SUT)

· Referral requirement removed for SSK and Bag-Kur (from MoH hospitals to university hospitals)

· Patients with chronic illness can refill prescription without authorization first

· Hospitals under contract with SSI required providing in-patient pharmaceuticals and medical devices for free.

	2008
	· Implementation of Universal Health Insurance begins

· Green Card programme brought under SSI and receive same benefits as enrollees in Universal Health Insurance


Source: SSI,  Sülkü & Caner, 2009,  OECD, World Bank, 2008

Nine objectives had been stated under HTA, the most crucial of which was the establishment of a universal health insurance fund to ensure equity and access to health care services through the consolidation of different health insurance schemes.( (Varol & Saka, 2008)(appendix-table 1) ). 

In order to achieve these objectives, important reforms took place in the period 2003-2009 (Table 2) and these attempts will continue until the end of 2013, which is planned to be the end of the transformation period. 

1.2. Assessing the equity impact of reforms on OOP 

Some of these major changes, presented in Table 2, may be expected to have an effect on the health expenditure pattern and the composition of the financing system especially in terms of private household payments. 

In this context, the first attempt was the individual performance-based supplementary payment system implemented in the Ministry of Health Institutions. 

Under this new payment system, providers may have some incentives to induce demand, since in Turkey, one of the indicators to determine performance is the number of procedures carried out. As a result, this may be expected to increase the OOP payments.

On the other hand, in 2005 several reforms were implemented in the context of “synchronization of health benefits and coverage” (OECD, World Bank, 2008). The most important one was the extension of Green Card. 

The Green Card Scheme was extended to cover all health expenditures including outpatient prescription drugs and services (previously not included). On the other hand, co-payment was introduced for pharmaceuticals.

Before 2005, all the schemes, except Green Card, included some type of patient contribution or cost sharing. (Yardim et al, 2009) To give an example; the active members of SSK, BK and ES had to pay 20% co-payment for outpatient pharmaceuticals, prosthesis and other healing devices whereas pensioners had to pay 10%. With this new regulation, which was revised in 2007, all the schemes, including SSK, Bağ-Kur, ES and Green Card, have the same co-payment.  

Furthermore two important steps were taken for SSK. Firstly, pharmacies owned by SSK were closed and SSK members were allowed to access private facilities. Secondly, the hospitals also owned by SSK were transferred to the Ministry of Health. 

As a result, easier access to private and public health care services both for different scheme members and green card holders can also be expected to have an impact on the OOP payments from two different aspects. Firstly, profit making concerns of private hospitals and prevalence of informal payments may lead to an increase in the OOP payments, whereas the shift from paying fees (full coverage) to co-payment (partial coverage) for wealthier members might have a positive impact to decrease the OOP payments.         
Reforms have different dimensions; they may show an impact through different channels and as discussed above, this might affect the out-of-pocket payments in different ways. (Erus & Aktakke, 2009)
Furthermore, analyzing and evaluating the success of these reforms will take some time as we need to wait for the outcomes. However, in our study we do not focus on the overall outcome and the evaluation of the reform, but we mainly discuss the progress between the years 2003 and 2006. Besides, financial consequences of these reforms, including catastrophic and impoverishing effects, on households, are the main subject of our study. 

Within this framework a number of studies are carried out to analyze the impact of reforms on the OOP payments in Turkey.

In their study Sulku & Bernard (2009) examined the situation in the period prior to the Health Transformation Programme (HTP) focusing on the question whether the health insurance system in Turkey provided protection against high OOP expenditure. They concluded that 19 percent of the noneldery population was exposed to catastrophic payments, in which they defined the threshold as 10 percent of family income, whereas this ratio declines to 14 percent if the threshold is taken as 20 percent. In addition to providing a base point to evaluate the reform, this study provides us with an important result showing that the poor and people living in less developed areas had greatest risk of high OOP payments.         
A recent study is conducted by Erus & Aktakke (2009) to assess the impact of health care reforms on out-of-pocket expenditures. The result of this study, which is conducted by using the Household Budget Surveys 2003-2006, showed that reforms had two major effects on the-out-of pocket payments. First, they increase access to health care services and second, after the reform the share and the level of health care expenditure seem to be lower. On the other hand, one of the comments made in this study is particularly important for our study. As stated in their conclusion, the impacts mentioned above are not observed for the bottom quantile of monthly expenditures, which might be an interesting point in the discussion of equity in health care financing.

Another study on out-of-pocket payments and catastrophic health expenditure was carried out by Yardim et al. (2009). The results of their analysis, using 2006 data from Household Budget Survey, indicate that out-of-pocket payments are mildly progressive and rise as the ability to pay, proxied by expenditure, increases. Furthermore, they conclude that Turkey benefits from risk pooling and, when compared to the other countries with similar income levels, she is better protected from catastrophic payments. 

The OECD report  reviewing the health system in Turkey (OECD, World Bank, 2008) states that the system performs quite well in terms of equity and financial protection. Furthermore, the out-of-pocket payments are reported to have a low share in total health expenditure and the incidence of OOP is assessed to be progressive, intensifying disproportionately on the rich. (OECD, World Bank, 2008)   

Besides these studies, out-of-pocket payments and the role of health care reforms in other countries are also examined in the literature. 

A comparative study was carried out by Wagstaff & Van Doorslaer (1992) to examine equity in the financing system of health care. The progressivity characteristics of each country’s system were analyzed and the results suggested that the OOP payments were seen as a regressive means of raising revenues in selected countries.  

Whitehead et al. (2001) discussed the effects of the policies introducing higher user fees and private financing of public health care services. They concluded that the said policies were impoverishing and the poor made proportionally more out-of-pocket expenses on health care in low income countries.

However in another study, the health care financing system in 13 Asian territories were analyzed by O’Donnell et al. (2008) and Van Doorslaer et al. (2005) and they concluded that, in opposition with the above stated assertion (Whitehead et al, 2001), the OOP payments were progressive in low income countries, whereas they were proportional or regressive in high income countries .  

In their study Castano et al. (2002) used the Kakwani index of progressivity to estimate the regressivity of OOP payments in Colombia. In their conclusion they found two different results according to the proxies used in the estimations. When indices are estimated on the basis of income, the burden appears to be regressive in their study. On the other hand, they obtained a slightly progressive trend in the results when total expenses were used.  

In another study, the changes in out-of-pocket payments in Vietnam were analyzed (Chaudhuri & Roy, 2008), using the household expenditure as the proxy for the ability to pay. The results of this study indicated a regressive pattern for the first two years and a progressive pattern for the last year of the period analyzed.  
2. METHODOLOGY

2.1. Measuring Equity in Heath Care Financing

The primary objective of this study is to measure equity in the finance of health care and to discuss the consequences of the reforms from the aspect of equity.

At this point, it is first necessary to clarify what equity means and how we should address this concept in our analysis.

The concept of equity was discussed in terms of its objectives; objectives that are expressed for equality and minimum standards.  (Wagstaff et al, 1989) In our study we focus on the former concept, in which financing of the health care system positively relates to the ability to pay. 

Besides the discussions on the concept, there is also a distinction regarding its definition both in the finance and in the delivery of health care. Focusing on the finance of health care, in our study, by equity, we will refer to the vertical equity in definition “unequals be treated unequally” (Wagstaff et al, 1989)
On the other hand, as the main purpose is to focus on the households and to assess the financial burden, even though the overall fairness of financial contribution will mainly depend on the effects of all sources including taxes and contributions, we will just examine the out-of-pocket payments in health care and disregard other sources of financing. 

To estimate the distribution of the OOP payments in relation to the ability to pay, the value of household income is used as a proxy for permanent income and ability to pay (ATP).  

2.2. Data 

We use the data of the “Household Budget Survey” from Turkish Statistical Institute for years 2003 and 2006. 

The 2003 and 2006 surveys comprise 25.920 and 8.640 households respectively. A monthly recall period is used in both surveys to collect information on consumption and a twelve month recall period is used to collect information on household income. 

The data provided information on both total consumption and health care consumption. Health care consumption covered household expenditure on medical products, appliances and equipment, outpatient and hospital services. 

In both surveys, COICOP (Classification of Individual Consumption by Purpose) classification was used in order to list the expenditure items for consumption. (Turkish Statistical Institute, 2003, 2006)

In our study, all values are converted to the prices of 2006 using general consumer price index level (CPI). 

As the variables and sample sizes varied across the surveys for 2003 and 2006, we conducted a cross sectional analysis which allowed us to compare the two years through generating insights from different snapshots. 

On the other hand, to compare households with different economic status and different size, income quintile groups were defined by ranking the annual household income per adult equivalent. To obtain this, the annual household nominal income was divided by the equivalent household size, which was defined according to the equivalent member scale renewed by OECD
, and given in the survey data. 

One final remark is about producing the population estimates. In order to obtain this, sample weights presented in the survey for each household are applied for each year.  

2.3. Measuring Financial Protection

Ensuring financial protection is an important issue in health policy. There are three ways to measure financial protection: 1) out-of-pocket spending as a share of total health spending; 2) out-of-pocket spending as a share of household consumption by income class; 3) percentage of households driven into poverty by catastrophic medical expenses. (OECD, World Bank, 2008)  

In this study, we examine both the second and the third method suggested by the World Bank (2008). In the last part of our study, the proportion of households with catastrophic payments and the impoverishing effect of the OOP payments are analyzed. Due to the fact that total health expenditures are unattainable, we are not able to discuss the first one. 

2.4. Concentration curves and indices

In the previous section the financial burden of health care financing was analyzed through variations in the average out-of-pocket payments across quintiles oredered by income. However it is not possible to reach a final conclusion or to measure the degree of inequality with this approach. 

For this reason, we use the concentration curves
 (and concentration index) to measure the inequality in health care financing as the said methods “provide a means of assessing the degree of income-related inequality in the distribution of a health variable”. (Owen O'Donnell, 2008)

Furthermore, as concluded by Wagstaff et al. (1991) out of six methods identified in their study, concentration index is one of two methods which met the minimum requirements of an inequality measure: reflecting the socioeconomic dimension of the entire population and being sensitive to the changes in the distribution of the population.

We first analyzed the concentration curves, and then moved to the calculation and results for the concentration index. 

First, in order to obtain the concentration curves, two variables; the health variable and the other variable regarding living standards; should be defined. For the purposes of the study, we defined out-of-pocket payment as the first variable and household income as the second.

On the other hand, Lorenz curves
 for each year are graphed in order to analyze progressivity. 

As the results of the concentration curves are limited, it would be better to use another measure which will enable us to quantify the inequality in the payment system; that is, the concentration index.

Concentration index
, is defined graphically as twice the area between the concentration curve and the line of equality. (Owen O'Donnell, 2008)

Results for grouped data are obtained from STATA 10™ and the concentration index(C) for groups (t=1,..5) is computed using the following formula (Owen O'Donnell, 2008);
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In the formula above, p represents the cumulative proportion of the households in each income quintile, whereas L refers to the ranking in the out-of-pocket payments.

Similarly the gini index depended on the same formula only with a difference in ranking, as in the gini index, income is used as a measure for ranking.

2.5. Kakwani Index

Comparing the results obtained in the previous sections does not enable us to answer the question “how much more (or less) progressive one system is than another”. (Wagstaff et al, 1989) This problem is also valid for the comparison of a system within two periods.

So in order to overcome this problem, the progressivity index proposed by Kakwani is used in the study. (Kakwani, Mar., 1977)

Kakwani index of progressivity can be defined as follows:
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 is the gini coefficient for income. (Wagstaff et al, 1989)

This index is restricted to the range (-2,1) and a positive value means that the share of payments made by the rich is bigger than their share of ability to pay, which indicates progressivity. (Owen, 2008)

This index enables us to analyze whether the policies implemented in the period 2003-2006 improved the situation in the context of equity in health care financing or not. 

Furthermore, we can assess whether a financing strategy has to be recommended for policy considerations or considered to have significant impact by measuring the change in Kakwani Index. In their study,  Yu et al. (2008) state that policies producing an increment in the index of more than 0.10 are considered to have significant impacts.  

2.6. Measuring Fairness of Health Care Payments 

To measure inequalities in health care financing, it is essential to first look at the concentration and progressivity index as concluded in the previous sections. However these analyses cannot provide the overall consequences of the burden of out-of-pocket payments on households’ budget and welfare due to some limitations. 

In these analyses, only the ratio of the out-of-pocket payments to households’ ability to pay was assessed to determine whether it is progressive or not, but the magnitude of the payments or how it effects the welfare of the households were not mainly discussed. 

On the other hand, the share of the total population exposed to the financial burden of these payments was ignored. 

However, as stated in their study for Colombia, Castano et al. (2002), the overall regressivity or progressivity of the financing scheme also depends on the ultimate incidence of such a scheme on household income. (Castano, Arbelaez, Giedion, & Morales, 2002)

To overcome all these concerns and to measure fairness in health care financing, two threshold approaches are used in the analysis. We first look at the catastrophic payments and then analyze the results of the poverty effects of these payments. (Wagstaff & Doorslaer, 2002) 

As it is mainly financed through general taxes and social security funds, it can be assumed that in Turkey the percentage of the population that is exposed to the financial consequences of out-of-pocket payments would not be so high. 

However in Turkey, approximately one third of the whole population has no coverage by any social insurance scheme and individuals living under the poverty line, defined as $2.15
 per day, constitute 2.4% of the whole population. (Turstat, 2008) Those are the people who might bear the risk of making large expenses on health care, which would reduce their welfare.  

Moreover, it is important that households can maintain their standards of living even after a large payment on medical expenses. The opposite situation might be considered to be unfair in the concept of protection against catastrophic payments. 

To analyze this, the conventional estimate of poverty is not satisfying as it ignores the OOP health care payments and can result in misinterpretation of trends in poverty over time and between countries. (van Doorslaer E, 2006)
So in our analysis, as suggested by van Doorslaer et al. (2006), we deduct the OOP expenditures to get a better means to measure poverty, as the out-of-pocket payments have a crucial impact on the household consumption, welfare and poverty. (Flores, Krishnakumar, O'Donnell, & Doorslaer, 2008)

This method also has some limitations; first, we assumed that all the OOP expenditures were nondiscretionary and households’ sources were fixed, however those details are not available in the data set we used. Therefore, for the interpretation of the results obtained in this part, as stated by Van Doorslaer et al. (2006), we cannot conclude that this poverty change will be eliminated through policy changes on the OOP payments.   

Nevertheless, the results should be considered as an indicator of the impoverishing effect of the OOP payments. 

2.6.1. Catastrophic Payments
To address these questions, the next step is first to assess and measure the incidence and intensity of catastrophic health care payments.  

The idea of catastrophic payments depends mainly on the concept of fairness of health care payments, requiring that payments do not exceed a specified proportion of income. (z) (Wagstaff & Doorslaer, 2002)  

Before moving forward with the formulation, it should be noted that the definition of catastrophic expenditures in our study ignores how these payments are financed - be it through income or borrowing - in the absence of formal health insurance. For this reason, the method used in this study might be misleading especially in low income countries, where most of the funding is provided through coping strategies. (Flores, Krishnakumar, O'Donnell, & Doorslaer, 2008)

On the other hand, the said methodology has some limitations that might also effect the results and be misinterpreted. Firstly, it only considers the households that incur catastrophic expenditure but ignores the households that forgo medical care because they cannot afford to pay. Secondly, it does not take into account loss of income. Furthermore, opportunity cost that may incur if health care is financed by cutting back consumption or  through savings is not considered either. (O'Donnell, Doorslaer, Wagstaff, & Lindelow, 2008) So this approach can be regarded as incomplete.

Nevertheless, as this method provides us with a measure to analyze at least a part of the financial consequences of illness, we still use it in order to assess the impact of the policies on the prevelance of catastrophic payments. 

For the calculation of the catastrophic payment an indicator (E) is first defined (O'Donnell, Doorslaer, Wagstaff, & Lindelow, 2008);
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in which z is the threshold, T is the out-of-pocket payments and x is the total expenditure. E takes the value 1 if  [image: image28.png]O
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 , otherwise 0.

To measure the proportion of the households exposed to the said burden (incidence) headcount (H) is calculated;
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in which N is the sample size, that is in our study, total households. This calculation gives the ratio of households, which spend more than the threshold for health care expenses.
On the other hand, to observe the severity of the payments (intensity) (Wagstaff & Doorslaer, 2002), we define the household overshoot as, 
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This calculation gives the total payments, as a proportion of total expenditure, which exceeds the threshold. 

2.6.2. Impoverishing Effect

As we are interested not only in the individual effects of reforms on OOP payments but also in the share of the population exposed to this burden and its consequences on their living standards, first, in the previous section we measured the incidence and intensity of catastrophic health care payments. And in this part we will look at the poverty effects of these payments in 2003 and 2006 to assess the impact of the reform. 

In order to measure the poverty effect, we use the method that compares the poverty estimates depending on the gross and net household resources to obtain the impoverishing effect of the said payments. 

Similar to the catastrophic payments, headcounts and gaps are calculated for both years: 

Poverty headcount ratio is calculated by subtracting the proportion of population living under the poverty line before (gross poverty headcount) and after health care payments netted out (net poverty headcount). (Garg & M.A., May, 2005)

Gross poverty headcount([image: image40.png]HI7oss



)is formulated as (O'Donnell, Doorslaer, Wagstaff, & Lindelow, 2008);
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in which N is the number of households, s is the number of individuals in the households and

[image: image50.png]gross
i



=1 if ([image: image52.png]


<PL)                                                                                (1.7)

is an index function which takes the value 1 when condition holds, otherwise 0, in which PL is the poverty line and x is the total expenditure  for household i.

The net poverty headcount is calculated by replacing the [image: image54.png]gross
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in which OOP is the OOP payments of the households.

Poverty gap, which can be defined as the “depth” (O'Donnell, Doorslaer, Wagstaff, & Lindelow, 2008), is the amount of poor households falling below the poverty line.  

Gross poverty gap ([image: image60.png]GIToss



) is formulated as (O'Donnell, Doorslaer, Wagstaff, & Lindelow, 2008);
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For the above stated calculations, international poverty thresholds, defined by the World Bank, of $1 and $2 per person per day are used.

3. RESULTS

As shown in Table 4, along with the summary statistics for other variables, there is a considerable change in expenditure levels, including out-of-pocket payments, from 2003 to 2006. The average consumption expenditure goes up from TL 822 to TL 1217. As expressed in TL, average income levels also increased per household. Considering the out-of-pocket payments and their share in total health expenditure, even though the absolute figures increase, the share remains almost the same.  

Table 4: Descriptive Statistics

	in TL  
	2003 
	 2006

	Income *
	11.954
	16.335

	Sample size
	25.759
	8.556

	Consumption Expenditure**
	822
	1.217

	Out of pocket**
	17
	27

	Out of pocket/expenditure 
	0,021
	0,022

	Total Household 
	16.744.495
	17.686.608


Notes:  *annually,   **monthly, Exchange rate: 1$=1.5 TL

On the other hand, as we are interested in analyzing the financial burden, it is necessary to take into account the income level of households. Table 4 gives us a general summary for the sample, while the rest of our analysis mainly gives results for income quintiles.

Our data indicate that the out-of-pocket payments increase as the income increases for households. Comparing absolute values across 2003 and 2006, the increase on average is the highest in the poorest quintile (80%) and lowest in the richest quintile (%22). The households in the richest quintile spent on average 4.4 and 3.2 times the amount spent by those in the poorest income quintile in 2003 and 2006 respectively. (Figure 3) 
However the absolute value itself is not enough to evaluate the real economic burden of out-of-pocket expenditures. 

Figure 3: Average Out of Pocket Payments per Quintile  
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Figure 4 shows the out-of-pocket payments for health care as a percentage of the total household expenditure by quintile groups of equivalent household income. 

For 2003, it can be concluded that the out-of-pocket payments claim about 2% of the total expenditure and their share increase as income does. 

On the other hand, for 2006, the results for each quintile change slightly, especially for the lowest and highest income quintile. The share of the out-of-pocket payments in total expenditure for the poorest quintile increased by 26% while for the richest it decreased by 5%. 

2006 figures indicate that even though poor individuals pay less in absolute terms than the rich (Figure 3) they pay more as a proportion of their total expenditure. (Figure 4)
A notable difference evident across the years, also across income levels, might be due to the initial consequence of the reforms that took place in the period 2003-2006. 
Figure 4: Share of out of pocket payments by income quintiles 
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First, one remarkable attempt was the regulation about Green Card holders, which took place in 2005. They were given access to outpatient care and pharmaceuticals. (OECD, World Bank, 2008) With this regulation, Green Card holders had the same rights as the members of SSK, Bağ-Kur and ES. Furthermore, co-payment was introduced for outpatient prescription drugs. 

The reason for the increase in the first quintile might be the said regulation, as the green card holders, expected to be the poorest in the population, have the opportunity to access all health care facilities by just paying for outpatient drug expenses. This regulation might increase the out-of-pocket payments for this group.

Secondly, with another regulation, SSK and Bağ-Kur beneficiaries are given access to public hospitals and private facilities. In general, this might be expected to decrease the cost for wealthier households as costs of the total out-of-pocket payments will be replaced by co-payments to the public hospitals or private facilities. 

To assess the equity in health care finance and to analyze the impact of the reforms in terms of equity in a better way, the results are presented in Table 5. 

The essence of equity in finance lies in the notion that health care is financed according to the ATP (ability to pay). (Yu, Whynes, & Sach, 2008) To measure the deviation from this proportionality Kakwani Index is used.

As a result, it is evident in the table 5 (a) and (b) that out-of-pocket payments are regressive which, as in line with the previous outcomes, means that the share of health care payments contributed by the poor is more than their share of ability to pay, which is proxied by income in our study. 

From another point of view, we can conclude that the burden of out-of-pocket payments falls on the poorest, which got worse in 2006. There is a trend towards a more negative Kakwani index, from -0,147 in 2003 to -0,15 in 2006, which means that OOP payments are turning out to be more regressive.

This change can be split into two; the changes in the Gini coefficient and in the concentration index. (Castano, Arbelaez, Giedion, & Morales, 2002). 

The positive concentration indices for OOP payments in Table 5 indicate that in both years, the better off make more OOP payments for health care in absolute terms than the poor. Even though there is a slight difference between the years, in 2006 the concentration among the richer groups diminished. 

As for the gini indices, the decrease in this index suggests that income distribution is improving in terms of equality.

Table 5: Concentration Index 2003-2006

(a) 2003

	Quintile
	Income   (annual)
	Rel Per. Of income 
	Cumulative %income
	out of pocket
	Rel Per. Of Out Of Pocket
	Cumulative %out 

of pocket
	CI

	poorest 
	4409
	0,07
	0,07
	9
	0,09
	0,09
	0,01

	2nd
	7155
	0,11
	0,18
	13
	0,14
	0,23
	0,01

	Middle
	9540
	0,15
	0,33
	14
	0,15
	0,37
	0,06

	4th
	13175
	0,20
	0,54
	21
	0,22
	0,59
	0,21

	Richest
	29135
	0,46
	1,00
	40
	0,41
	1,00
	0,00

	C.I
	
	
	
	
	
	
	0,289

	gini in.
	
	
	 
	 
	
	 
	0,436

	Kakwani I.
	
	
	
	
	
	
	-0,147


(b) 2006

	Quintile
	Income   (annual)
	Rel Per. Of income 
	Cumulative %income
	out of pocket

(monthly)
	Rel Per. Of Out Of Pocket
	Cumulative %out

 of pocket
	CI

	poorest 
	6114
	0,07
	0,07
	15
	0,12
	0,12
	0,006

	2nd
	10391
	0,13
	0,20
	19
	0,15
	0,26
	0,012

	Middle
	13708
	0,17
	0,37
	21
	0,16
	0,42
	0,047

	4th
	18102
	0,22
	0,59
	29
	0,22
	0,64
	0,162

	Richest
	33579
	0,41
	1,00
	48
	0,36
	1,00
	0,000

	C.I
	
	
	
	
	
	
	0,226

	gini index 
	 
	
	 
	 
	
	 
	0,378

	Kakwani index 
	 
	
	 
	 
	
	 
	-0,152


These results can be illustrated in Figure 5, in which the cumulative percentage of households, categorized by wealth, is plotted on the x-axis and the cumulative percentage of out-of-pocket payments and income is plotted on the y-axis.

Under a proportional system we expect to see these curves to coincide for each year. (World Bank, Technical Note 16) However in our analysis, Lorenz curves lie outside the concentration curves, which shows us the regressivity of out-of-pocket payments in the finance of health care in Turkey.  

Figure 5: Lorenz & Out of Pocket Payments Concentration Curves  
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(a)                                                    (b)

Kakwani index is presented in order to measure the equity impact of reforms that took place between 2003 and 2006. As discussed above, the regressivity of these payments show that poor households are making proportionally more OOP payments on health care than rich households and this situation is sustained after the initiation of the programme. These results emphasize that the policies implemented to protect the poor focusing on financial protection seem to be not so effective in this period. 

On the other hand, this regressiveness can be the consequence of higher rates of sickness and medical consumption of the poor. (Wagstaff & Doorslaer,1992) However, as we do not examine the distribution of health care services in our analysis, this is an issue to be discussed in another study.
The next step is to focus on the household level; how the households’ budgets are affected from these payments and whether there is any improvement after the reform was initiated.  

Table 6 presents the measures of the incidence and intensity of catastrophic payments for health care in Turkey estimated on the basis of 2003 and 2006 Household Budget Surveys.

As described before, catastrophic payment refers to the payments that exceed a pre-defined threshold, which is identified as a percentage of households’ ability to pay.   

One important point regarding this definition is the threshold, what is considered as catastrophic, because conclusions regarding catastrophic payments will depend on the threshold chosen for the analysis. 

In their study, in which the method introduced by Ke Xu and colleagues was used, Yardim et al. (2009) report that 0.6 % of total households in Turkey are exposed to catastrophic health expenses.
 

Determining the threshold is difficult and raises a lot of discussions. However choosing 10% as the threshold is appropriate for our study since we used total expenditure as the denominator. (O'Donnell, Doorslaer, Wagstaff, & Lindelow, 2008)

Along with the results for other thresholds, results for 10% are presented in Table 6. 

These results suggest that 10,25 percent of the total households in Turkey spent more than 5 percent of their total consumption to health care in 2003. Looking at the mean positive overshoot, in the said year, the households spending more than 5 percent of the total expenditure on health care on average spent 13.3 percent (5%+8.3%) of their total budget.

In 2006, the proportion of the population increased slightly (10.91%) whereas the average burden on households’ budget decreased (5%+8.09%)   

As the threshold rises, the ratio of population exposed to this catastrophic payment falls and the intensity gets higher. Thus, for the 25 percent threshold, the incidence of catastrophic payments (H) fell from 10.25 percent to 1.1 percent, and the mean overshoot increased from 8.3 percent of expenditure to 13.07 percent in 2003. 

Assessing the difference between the two years, it is evident that households spending more than 10 percent of their total consumption on health are increased by 9 percent in this period.

In 2006, 5.3 percent of the total households were spending more than 10 percent of their household expenditure on OOP payments which is also in line with the results of Aran and Hentschel (forthcoming).

Regarding the results for mean positive overshoot, households spending 10 percent of total expenditure on health care on average spent 20.1 percent (10%+10.1%) in 2003 whereas this average became 19.51 percent (10%+9.51%) in 2006.

To conclude, even though the proportion of total households slightly increased in 2003-2006 period, compared to other countries with high prevalence
 like India or China, where there are no exemptions for the poor regarding the charges, the results indicate that the incidence of catastrophic payments is low with approximately 5 percent of households spending more than 10 percent of total expenditure on health.

This result is to be expected in Turkey, since the financing of health care does not rely on out-of-pocket payments, as also presented in the previous parts; rather it is mainly funded through taxes and contributions. Even though the reforms of 2003-2006 played important role in the financing of health care, the main distribution of the financial sources remained almost the same as in the pre-reform period. 

This low share of OOP payments, even 3 years after the start of HTP, may indicate that people in Turkey are protected from catastrophic expenses through health insurance. (Yardim et al, 2009) 

Considering the effects of the reform on the severity of the said payments, these results indicate that although the proportion of total households exposed to catastrophic payments increased slightly, the average share of OOP payments seem to be lower after the reforms. 

Beyond these discussions, another point is to assess the impoverishing effect of these payments. As discussed in the previous chapters, conventional measures of poverty ignore the importance of OOP payments in households’ welfare. So, in this part we will analyze the impact of the said payments.    

Table 6: Catastrophic payments measures, 2003-2006
	Catastrophic payments measures 
	Threshold budget share,z

	Out of Pocket health spending as share of 

total expenditure 
	5%
	10%
	15%
	20%
	25%

	 
	2003
	2006
	2003
	2006
	2003
	2006
	2003
	2006
	2003
	2006

	Head count (H)
	10,25%
	10,91%
	4,88%
	5,31%
	2,67%
	2,86%
	1,60%
	1,73%
	1,10%
	1,03%

	standard error
	0,23%
	0,40%
	0,16%
	0,20%
	0,12%
	0,20%
	0,09%
	0,16%
	0,08%
	0,12%

	Overshoot (O)
	0,85%
	0,88%
	0,49%
	0,50%
	0,31%
	0,31%
	0,21%
	0,20%
	0,14%
	0,13%

	standard error
	0,03%
	0,05%
	0,03%
	0,04%
	0,02%
	0,03%
	0,02%
	0,02%
	0,01%
	0,02%

	Mean 

positive overshoot
	8,30%
	8,09%
	10,10%
	9,51%
	11,68%
	10,76%
	13,05%
	11,28%
	13,07%
	12,19%


The results are presented in Table 7. In this analysis, the poverty lines of $1 and $2 were used. As can be seen from the results in Table 8 (in the appendix), in 2003 and 2006 absolute poverty, which is defined as living below the threshold of $1.08 per day, is almost absent and it remains so after taking the OOP health care payments into account. 

On the other hand, at the $2.15 poverty line, 2 percent of individuals live on less than the equivalent of $2.15 per day in 2003. Deducting OOP payments from total resources result in a 0.5 percent point increase in the headcount in Turkey. To interpret this, about 0.5 percent of the population is not counted as living in extreme poverty; as the spending on health care is deducted from household resources, they would be considered as poor. This represents a rise of 23 percent in the estimate of poverty.

These findings, which are also consistent with the results of the Joint Poverty Assessment Report (World Bank, 2005)
, suggest that in 2003, health care expenditures did not lead to a substantial increase in poverty.
For 2006, the results suggest that the situation improved considering both the pre-poverty headcount and poverty impact. At the $2 poverty line, 1% of individuals live on less than the equivalent of $2.15 per day and it is clear that out-of-pocket payments do not have a significant effect. 

Table 7: Impoverishing effects of Out of Pocket Payments ( 2003-2006)(2.15$)
	$2.15 per day poverty line 
	Gross of health payments   (1)
	Net of health payments   (2)
	Difference

	
	
	
	Absolute (3)=(2)-(1)
	Relative [(3)/(1)]*100 

	2003
	 
	 
	 
	 

	Poverty head count
	2,17%
	2,66%
	0,49%
	22,78%

	standard error
	0,0016
	0,0018
	0,0008
	 

	 
	
	
	
	 

	poverty gap
	0,4289212
	0,524491
	9,56%
	22,28%

	standard error
	0,044
	0,048
	0,012
	 

	 
	
	
	
	 

	normalized poverty gap
	0,4%
	0,5%
	0,1%
	22,28%

	standard error
	0,00046
	0,00050
	0,00012
	 

	 
	 
	 
	 
	 

	2006
	 
	 
	 
	 

	Poverty head count
	1,44%
	1,46%
	0,01%
	0,77%

	standard error
	0,0015
	0,0015
	0,0001
	 

	 
	
	
	
	 

	poverty gap
	0,2819468
	0,295673
	1,37%
	4,87%

	standard error
	0,037
	0,038
	0,004
	 

	 
	
	
	
	 

	normalized poverty gap
	0,29%
	0,31%
	0,01%
	4,87%

	standard error
	0,00038
	0,00039
	0,00004
	 

	 
	
	
	
	 


Looking at the results for poverty gap and the relative change after adjustment for OOP payments, the deficit of total household consumption was less than 0.5 percent below the $2.15 threshold in 2003. After OOP payments are subtracted, the said deficit rose by 0.1%. In 2006 both the poverty gap and the relative change decreased.           

According to these results it might be argued that, while still relatively small, the out-of-pocket payments had a larger effect in 2003, which as a result led to the fact that 0.5% of the population became poor after these expenditures. However, three years after the initiation of HTP this impoverishing effect seemed to be lower at the same threshold of $2.15, as no significant change was observed between pre-payment and post-payment poverty results in 2006. 

4. CONCLUSION

Health Transformation Programme, launched in 2003, played an important role in the improvement of the health care system, especially in harmonizing different implementations both in the access to health care and in the financing of the system. 

In this study, we analyzed the impact of these reforms on out-of-pocket payments; the incidence, distribution and consequences of out-of-pocket payments for health care in Turkey in the period 2003-2006. 

One of the primary findings of this study is that the absolute out-of-pocket payments increased with ATP (proxied by income) in both years. Those in the richest income quintile spent on average 3.2 times as much as the households in the poorest income quintile, compared to 4.4 times in 2003.

On the other hand, the share of the OOP payments declined in 2006 whereas it increased in 2003 together with the increase in ATP. The former finding indicates the regressivity of the OOP which might be due to the consequences of introduction of user fees for health services that create a disproportionate burden on the poor. (Chaudhuri & Roy, 2008) (Wagstaff & Doorslaer, 2002)
According to the index of progressivity used, namely the Kakwani Index, the out-of-pocket payments are found to be regressive in both periods indicating that poor households make proportionally more OOP payments on health care than rich households. 

The implication of this result is that the policies implemented to protect the poor focusing on financial protection seem to be not so effective in this period. As a result, the situation of the poor got worse, as in 2006 the share of the budget they had to allocate for health care was much higher than the rich households’. 

Even though the study is carried out for low income countries, our finding showing that the out-of-pocket share decreases as the income increases for the households is consistent with the statement that the poor spend proportionately more out of pocket on health care. (Whitehead, GöranDahlgren, & Evans, 2001) Furthermore these results are also in line with the results of the study carried out by Wagstaff & Doorslaer (1992) in which the progressivity characteristics of ten countries are analyzed and OOP payments are found to be a regressive means of raising health revenues.

Focusing on the catastrophic impact of OOP payments, another finding of this study shows that even though the proportion of the population spending more than 10 percent of their total expenditure on OOP expenses increased slightly in the period 2003-2006, the incidence of catastrophic payments is low with approximately 5 percent of households spending more than 10 percent of total expenditure on health.

This result is expected in Turkey, since the health care is mainly financed through taxes and contributions. The low share of OOP payments (19.9% Total Health Expenditure), also 3 years after the start of HTP, may indicate that people in Turkey are protected from catastrophic expenses through health insurance. (Yardim et al, 2009)

On the other hand, one might argue that these results for 2003 are inconsistent with the outcomes of Sulku & Bernard (2009) study, in which 19 percent of the nonelderly population are found to be exposed to catastrophic expenses. However, as stated also in their study, using different data sources leads to the different outcomes. In our study, like Aran and Hentschel (forthcoming), data collected as a part of a general survey on expenditures were used. However, Sulku & Bernard (2009) used the expenditure data collected by surveys focusing particularly on health care, which is suggested to be a more reliable source for estimations.        
The second threshold approach for measuring the fairness of health care payments is to assess the impoverishing effect. Our estimates for poverty impact show that these relatively high OOP payments in 2006 are not accompanied by higher rates of poverty. In Turkey it is evident that none of the households live below the absolute poverty line, which is consistent with the results of Turkstat (Turkish Statistical Institute) (2009). As for the poverty line defined as $2 per day, the results suggest that the OOP payments had a relatively stronger effect in 2003 on the impoverishment of households compared to 2006. 
To conclude the results for the poverty impact, it may be argued that the impoverishing effect OOP payments diminished in the period 2003-2006. 

The lower number of people pushed below the poverty line by OOP payments in 2006 could be due to the shift from paying fees (full coverage) to co-payment (partial coverage) as members have access to all private and public facilities in the new system or due to the poor people that forgo health care because of the unaffordable charges while others do enjoy financial protection through social insurance.  (Van Doorslaer E, 2006) 

Furthermore as underlined also in the Joint Poverty Assesment Report (2005), the presence of informal support networks, through which those covered by insurance can obtain prescriptions for uncovered members, might explain the modest overall impact of out-of-pocket payments on poverty.  

While this study contributes to better understand the impact of reforms on OOP payments and its consequences on households’ welfare, it has some limitations. 

Firstly, we did not analyze the progressivity of the overall health care finance in Turkey, we rather focused only on the OOP payments. To analyze the overall progressivity, it is necessary to analyze also the progressivity of other sources; such as social insurance, taxation and private insurance.  Secondly, regarding the definition, we only considered the equity in the finance of health care but we did not include questions about equity on the delivery side of health care systems. 

Thirdly, in our analysis, income is adapted as the preferred measure of ATP whereas Erus & Aktakke (2009) and Yardim et al. (2009) used expenditure for the proxy of income. The results show that according to the proxies used in the study, different outcomes are obtained even with the same data sources. Therefore, as suggested by Yu et al. (2008), expenditure or consumption could be used, if it is evident that informal labour market and working at home are common and expected to cause fluctuations in the income of a household. On the other hand, since a twelve-month recall period is used in the Household Expenditure Survey for income, we believe that fluctutation has not been the case in our analysis. 

Fourthly, for the green card scheme, due to lack of information, the co-payments reimbursed through local administrations are not taken into account, as a result, the conclusion might be misleading for the green card.

Finally, for catastrophic health expenditure, as explained by Gotsadze et al. (2009), the figures represent the results for the person who uses health care services and who pays service provisions. However many poor households may avoid seeking care as they cannot afford it. So, the results presented in the previous parts could underestimate the reality, because only the payments are captured in the study. Accordingly these analyses also ignore the indirect costs of seeking care like accommodation, food, transportation and loss of income due to sickness. (Xu et al, 2003)

On the other hand, in our analysis only the burden of health care payments on the households are considered in order to understand the presence of catastrophic payments and its poverty impacts. Even though it is an important determinant of catastrophic payments, it is not the only one as stated by Xu et al. ( 2003); to reach a conclusion, it is important to assess the triad of “poverty, health-service access and use, the failure of social mechanisms to pool financial risks”. Therefore, for a comprehensive conclusion, the access to health care and its relationship with other factors should also be considered. In addition, our conclusions regarding the catastrophic impact ignore whether it is the poor or the rich who is exposed to the said impact. So, further studies are needed to focus on the measures that would discuss the distribution of these payments.

Furthermore, as discussed by Sulku & Bernard (2009), using different data sources might produce different results. As also suggested in their study, using the National Health Expenditure Survey, if available, would be a more reliable source for estimating health care expenditure burdens. (Sulku & Bernard, 2009) 

Going beyond the interpretation of the results and emphasizing the limitations, what policy lessons can be drawn? The fact that the share of the OOP payments is inversely proportional to the income of household and that the catastrophic impact is getting stronger might lead to the conclusion that policies to protect the poor focusing on financial protection are not so effective.  

However the results obtained with the available data for 2003-2006 period are not sufficient to criticize the policies and the results of the reform. To analyze especially the impact of the reform on the financial protection of the poor, the results of the universal health insurance system that is introduced in 2008 should be evaluated.

The universal health insurance system is expected to improve the financial risk pooling mechanisms, since the informal sector workers and other non-contributory groups, who are currently uninsured, will be enrolled into the system. (OECD, World Bank, 2008) After establishing the formal sector, it will be possible to organize a pre-payment mechanism and reduce the disruptive effect of health care payments on households’ welfare. (Doorslaer et al, May 2005)   
Hence, future household-focused researches should continue to analyze both the trend of OOP payments and the financial burden on households’ welfare. Furthermore, they should answer the question of what health reforms mean for households with different income levels and how affordable each policy option is for the households. (Whitehead et al, 2001) To monitor the overall success of the reforms, analyses are needed to be carried out including the transition period of the reform (2003-2013). 
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6 APPENDIX

Figure 6: Stated objectives of the 2003 Health Transformation Programme 
	· Restructure the Ministry of Health to facilitate more effective stewardship and policy making

	· Establish a universal health insurance fund to ensure equity and access to health  care services

	· Reorganize the provision of health care so as to separate service delivery from financing in order to achieve a more efficient resource allocation

	· Introduce family medicine to integrate and streamline the delivery of primary care with inpatient care

	· Ensure financial and administrative autonomy for all hospitals to improve technical efficiency and to strengthen management 

	· Set up a fully computerized health and social care information system

	· Encourage the private sector to invest in the health care sector

	· Improve maternal and child health

	· Eliminate shortages of health personnel in areas earmarked as being priorities for development


Source: (Nebibe Varol, 2008)

Table 8: Impoverishing effects of Out of Pocket Payments ( 2003-2006)(1.08$)

	2006
	Gross of health payments   (1)
	Net of health payments   (2)
	Difference

	
	
	
	Absolute (3)=(2)-(1)
	Relative [(3)/(1)]*100 

	$ 1.08 per day poverty line 
	 
	 
	 

	Poverty head count
	0,17%
	0,21%
	0,04%
	22,6%

	standard error
	0,00053
	0,00057
	0,00022
	 

	 
	
	
	
	 

	poverty gap
	0,0096286
	0,012842
	0,32%
	33,4%

	standard error
	0,00337
	0,00392
	0,00123
	 

	 
	
	
	
	 

	normalized poverty gap
	0,02%
	0,03%
	0,01%
	33,37%

	standard error
	0,00007
	0,00008
	0,00003
	 

	2006
	 
	 
	 
	 

	Poverty head count
	0,06%
	0,06%
	0,00%
	 

	standard error
	0,00029
	0,00029
	0,00000
	 

	 
	
	
	
	 

	poverty gap
	0,0089489
	0,009562
	0,06%
	6,9%

	standard error
	0,00530
	0,00556
	0,00037
	 

	 
	
	
	
	 

	normalized poverty gap
	0,02%
	0,02%
	0,00%
	6,84%

	standard error
	0,00011
	0,00011
	0,00001
	 

	 
	
	
	
	 

	 
	
	
	
	 

	 
	 
	 
	 
	 


� According to this scale, head of households is 1, members above 13 years old is 0.5 and other member equal to or below 13 years old  are 0.3





� The concentration curves plots the cumulative percentage of the health variable(y-axis) against the cumulative percentage of the population, ranked by living standarts, beginning with the poorest and ending with the richest(x-axis) (Owen O'Donnell, 2008)


� The lorenz curve plots cumulative proportions of the population(from the poorest to richest) against the proportions of total income they receive. If incomes are distributed equally the Lorenz curve and the diagonal coincide. (Wagstaff, Doorslaer, & Paci, Vol 5, No 1) 


� For the interpretation of the concentration index; If concentration index is zero, this means that there is no inequality in the distribution. A negative value will be obtained if it lies above the line of equality meaning a disproportionate concentration of health variable among the poor. (O'Donnell, Doorslaer, Wagstaff, & Lindelow, 2008)





� In this calculation 732.480 TL which is the equivalent of 1$ PPP is used for 2003


� Expenditure defined as catastrophic if a household’s financial contributions to the health system exceed 40% of income remaining after subsistence needs have been met. (Xu, Evans, Kawabata, Zeramdini, Klavus, & Murray, 2003)


� For 10% of  threshold  headcounts for India and China are 10.84% and 12.61% respectively (Doorslaer, May 2005)


� In this report poverty lines are defined at food poverty and complete poverty.     
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