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I. Abstract

Established since 1995, the Health Care Fund is the autonomous public institution that manages
the health insurance scheme with the aim of providing universal coverage of the population with
health care. Currently, this fund operates based on law no. 10383, dated 24.2.2011 "On
Compulsory Health Care Insurance in the Republic of Albania", as amended. In the 2022 annual
report published by the institution, it is stated that: " The vision of FDSKSH is to fulfill the growing
demands of the population with quality health services and equal accessibility in the health
services scheme ". This vision is followed by a series of strategic priorities where we emphasize:

1. More effective monitoring of health care financing and optimization of the use of
resources;

2. Healthcare insurance for the population throughout their whole life cycle and financially
enabling universal health coverage for all;

3. Increasing the transparency of the Fund's activity and improving access and quality of
service to citizens in information and services.

While the FDSKSH has a vision and strategic priorities in accordance with the national health
strategy, public expenditure on health continues to remain at the average level of 10% of general
public expenditure and occupy an average of 2.9% of GDP, a trend that remains constant for the
last 10 years on average '. On the other hand 2, the out-of-pocket payments of families for health
as a percentage of general health expenses are reported in the March 2022 report by the United
Nation at 56%, being the highest value in the region or about 4 times greater than the value of this
indicator in the European Union area.

In the conditions where more than 80% of the public expenditures of the health sector are managed
by the FDSKSH, this study aims to analyze the financial aspect and the transparency of the role of
this institution in fulfilling the primary objective of the health system in Albania which is, to
provide health care for everyone without distinction as a constitutional right of every Albanian
citizen.

!Excluded from the calculations are the expenses incurred in 2019 and 2020 for coping with the SARS COV 2
(COVID) virus pandemic.
’https://albania.un.org/en/173584-health-sector-budget-brief
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II. History of the creation of the Scheme and the
categories which it covers

The right to health care is a universal right sanctioned in international laws and of course also in
the fundamental law of the Albanian state. The Constitution of the Republic of Albania recognizes
the right to health care for all its citizens, sanctioning the principles of universal coverage. More
specifically, in its article 55, it is quoted that: "Citizens equally enjoy the right to health care from
the state. Everyone has the right to health insurance according to the procedure established by

n

law".

The guarantee of this right in Albania has been realized through the adoption of public policies by
the Ministry responsible for health and the implementation of a large part of them through the
Mandatory Health Care Insurance Fund. The fund was created in 1995 and its financing through
employee contributions was seen as a new way to develop health services in the fragile Albania of
the 90s. The world has recognized several health systems and several ways of financing them.

The Bismark system is the health insurance system in which citizens pay a fixed fee to a fund
that can be a public or private institution, in exchange for which they benefit from health care
services. Also called social health insurance. This scheme was first introduced in Germany in 1883
and aimed to support the working class and their families. This scheme is characterized by high
flexibility in management, high accessibility, higher quality of service as well as citizen-oriented
health care.

The Beveridge system is the system that provides a health care service that is funded by
government tax revenue like any other public service. This system was first introduced in 1948 in
Great Britain. Under this system, most health service providers are public and owned by the
government. The principle of the system is that the costs of the health system are reduced, when
the sole owner and provider of the health service is the state, as competition is eliminated. This
model emphasizes that health is a human right, therefore universal health care coverage by the
government ensures support for all its citizens.

Free Market Health System, in which prices for health products and services are set by patient
agreements with health service providers that are subject to laws that regulate market supply and
demand relationships without government intervention. This system is applied today in the United
States of America. Supporters of this system argue that it is more efficient compared to systems
centered on a single health service provider whose policies are controlled by the Government.
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Albania applies a mixed health system between the Bismark and Beverige models. The basis of-
this system and consequently the health coverage it offers are the contributions of the employees.
Specifically, the health care legislation stipulates that the payment of contributions is mandatory
for all economically active persons, with permanent residence in Albania, according to the
categories below:

e Employees;

e Self-employed persons;

e unpaid family workers;

e other economically active persons.

Mandatory health insurance also covers the following categories of economically inactive persons,
where the payment of their contributions is financed by the State Budget or other sources
determined by law:

a) Persons who benefit from the Social Security Institute;

b) Persons who benefit from economic assistance or payment for disability, in accordance
with the relevant legislation;

C) Persons registered as unemployed-job seekers in the National Employment Service;

d) foreign citizens seeking asylum in the Republic of Albania;

e) Children under the age of 18;

f) Pupils and students under the age of 25, provided that they do not have income from
economic activity;

g) Categories of persons defined by special laws.

h) Victims of trafficking, according to the identification made by the structures of the
Ministry of Interior.

All other persons who do not fall into the categories mentioned above have the right to voluntarily
join the compulsory scheme. Voluntarily insured persons have the same rights and obligations as
persons subject to compulsory insurance, if they fulfill the condition of the 6-month waiting period
from the date of registration and payment of the contribution to the date of birth of the right to
benefit.

So, if we refer to the current health care legislation, the coverage guaranteed by the scheme
depends entirely on contributions and the only services that are offered free to all are:
a) emergency medical service;
b) the service/benefit of the package of periodic preventive checks in the population (check-
up), according to the determinations made by decision of the Council of Ministers;
¢) visits to the family doctor.




Compulsory insurance finances compulsory insurance service packages for all insured persons,
which include:

a) medical visits, examinations and treatments in public primary health care centers and
public hospitals;
b) medical visits, examinations and treatments at private primary care providers and

private hospitals;
c) drugs, medical products and treatments from contracted health service providers.

The mandatory health insurance fund does not finance health care services that are not part of
the service packages defined according to law no. 10383/2011 as amended.
Coverage policies and respective packages are separate for primary care and hospital care.
Specifically for primary care, the health service is provided through health centers. FDSKSH signs
a contract with each health center to provide a series of health services which are detailed in a
special list approved by Decision of the Council of Ministers.> The number of Health Centers is
406 and 6 Health Centers of specialties operating only in Tirana. It is worth noting that the health
insurance scheme for primary care does not cover the service:

e Public dental service;

For secondary or hospital care, the scheme covers the costs of all public hospitals in the Republic
of Albania, which include University Hospital Centers, University Hospitals and Regional and
Municipal Hospitals. Expenditures of public hospitals include expenses for salaries of medical and
nursing staff, administrative staff, operating expenses and expenses for hospital packages.
Currently, 8 hospital packages are financed through the contracting of public and private health
service providers. Part of the financing from the scheme are the payments of the concessionaires
for 4 services provided with the concession, specifically:

e Free basic medical check-up for population categories of the age group 35-70 years;

e (Concessionaire of dialysis services;

e Hospital laboratory services concessionaire;

e Concessionaire of sterilization of surgical tools, disposable medical material in surgical
rooms, treatment of biological waste and disinfection of surgical rooms.

Finally, an important part of the budget of FDSKSH is the funding for the reimbursement of
medicaments, also known as the drug payment scheme. The reimbursement of medicaments is
based on a list of medicines that are approved every year and based on the measure of coverage by
category. We emphasize that the coverage offered by the National Health Insurance Fund for this
is full for a certain category and with co-payment for the rest of the medicaments. So the drug

VKM no. 857, dated 20.12.2006 as amended "On the financing of primary health care services from the
mandatory health care insurance scheme"
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payment scheme does not provide 100% payment coverage for all contributors but for specific
categories of the population and specific categories of drugs. Medicines are reimbursed based on
the Fund's contracts with pharmaceutical entities. Reimbursement is available for drugs sold in
hospital pharmacies and drugs sold in the open network.

The compulsory health insurance contribution measures to 3.4 percent of the base for calculating
contributions. For employees, contributions are paid 50 percent by the employer and 50 percent
by the employee.

The basis for calculating the contribution is the person's gross salary who is insured. The state
contribution for economically inactive persons is based on the per capita consumption of the health
service, indexed with the inflation coefficient. The consumption per capita for the health service
is determined by the Fund and approved by the Assembly, together with the approval of the annual
budget. For voluntary health insurance, the basis for calculating the contribution is twice the
minimum wage, for the effect of calculating the contributions.

The organization of the health care fund is based on the aforementioned law as well as on law
no. 9936/2008 "On the management of the budget system in the Republic of Albania", as amended.
According to these laws, this institution is a special fund. In the sense of the organic law of the
budget special fund is the unit created by law which is financed from the income generated from
the health contributions and from the state budget, which is used to cover the part of the expenses
of the scheme for the economically inactive categories as well as transfers for services required by
the state.

The governing bodies of the Health Care Fund are: the Administrative Council and the General
Director.

10
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III. Data, methodology and limitations

The data for the elaboration of this report were obtained from the official websites of:

e Ministry of Health and Social Protection;

e Ministry of Finances and Economy, especially for the fiscal indicators consolidated
throughout years and mid-term budget documents 2022-2024;

e Health Care Fund - published annual reports on the activity of the Fund;

e Center of Official Publications for all by-laws referred to in the content of the report to
which we have referred to, to generate data such as the budget of regional, municipal and
university hospitals in years.

e INSTAT, to receive official data of important indicators measured through surveys
conducted during the years 2022/2023.

We emphasize that the results and recommendations of this report are based only on officially
published data and analytical calculations made by our side. These results are limited due to the
lack of data officially published by the FDSKSH (MHCSF — Mandatory Health Care Service Fund)
and MSHMS (MHSP - Ministry of Health and Social Protection).

Specifically, the official documents and annual reports lack detailed analysis related to the types
of reimbursable medications and their impact on the improvement of morbidity indicators, the
selected pharmaceutical companies and the criteria used, the actual expenses according to the types
of hospitals, the results achieved by the implementation of audit recommendations, etc.

11
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IV. Financial and non-financial indicators of the scheme
in years

—

The total expenses of the FDSKSH scheme have been increasing over the years and are financed
by two main sources:

1. Income from contributions
2. Transfers from the state budget

From the comparison of historical data in the years 2013-2023, including the medium-term
planning 2024-2026, it is observed that the transfer from the state budget constitutes the largest
part of the scheme's expenses with an average of 69%, while contributions constitute 31% of the
total.

Figure 1. Proportion of FDSKSH expenses by source of financing
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The percentage of increase in income from contributions compared on the basis of the previous
year shows high volatility from year to year. In the official reports published by FDSKSH
(OHCSF), the causes of this volatility are not analyzed and consequently there is no concrete
measure taken by the Fund to improve the performance of the income, which should constitute the
main source of financing the scheme. Referring to the experience of similar countries that show
high volatility in income from the scheme, it is estimated that one of the real economic factors that
can partially affect this result is the high level of informality of the economy in the country.
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Below is the trend in years of the growth rate of income and transfer from the state budget for the
FDSKSH scheme.

Figure 2. The percentage of increase of income and transfer of the scheme in years

ll"o

6%

17%

Percentage of increase in income and transfer of the scheme in years

3 %)(

4%

15%

u\o

%

5()

J

l 60 (l

14"1

"X |

4 %

9%

5%

8%

5%

2014 2015 2016 2017 2018 [2019 O |2022 |2023 2024 2025 2%

-4%

— =04 of increase of income from contributions

— =% of increase from the state budget transfers

Source: Ministry of Finance and Economy, fiscal indicators 2013-2026

Based on the annual performance reports of the FDSKSH in the years below, we present the

expenses of the scheme according to the main categories of expenses and products for the years
2020-2023 in 000/lek.

Table 1. Expenses of the FDSKSH Scheeme by main categorles

w 73
Code of Unit of product
YEARS the Quantity of | From the From Quantity of | From the From Quantity of | From the From Quantity of | From the From

product measurement the product| transfers : contributions Totl the product | transfers :contributions Totl the product | transfers ibuti Totl the product| transfers  contributions Totl
Total, primary health care 11862 | 22047 | 194238 6006000 | 13283684 | 24289774 T | 15752088 | 2309228 813,000 ¢ 17,077,000 : 25215000
Primary health care 2426488] 4902307 741870 317900 657000} 9750120 2250261] 81434977 10397758 2413716] 9,605,884 ] 12,019,600
Primary 91303AA [ro. viss 6411 20748 Soo1esi 706468 TO7R 303000 6480100 9%100] 77200000 18T 843505 951675 6G0000] 1576k G058 11,1350
Check up 9130348 |no. cases 014%] B0 268 | e w0 Bt 2901 4agsl a0 T 08| 4TSon| 67609 876,000
Drug reimb 4531 09824 ] 11085208 4wm| 579,487 10,624,248 5085879] 67223527 11,808,281 | 5] sem 6] 11600400
R 13AC [ro. pasenss WpaTT| AT 630084: 110850 AWTT| 4SO 57T M8 106428) 40| 5085879 67230 11808231 4n0000] 574284 58761161 11600400
o833 9183 85,4057 85,405 96,34 886,34, 1,505,007 1,595,000
03664 83664 88860 858,880 T 13350001 1,335,000
Investments b FOSKSH 1146720 114672 BT B 371 3 20000 %000
Secondary health care 095102 929664 20854766 26,006652 963884 2787053 29,2078 0 20780 31,021,000 07 31,021,000
Hospils 9130AA | ro. patens | 19 omess 016 2eN| neAE W BRW| | BRI BRITH B0 25210280 252108
PPP alys's dre sierisaion 913UAB | ro. sessions 195304 2017 %81 M1 1904%  2.400,100¢ 2400100 193878] 2489491 2469491 215000( 255,000 2575000
Cartiology and Cardiac Surgery 9134AD | ro. patenss 6197 11397 11097 T B9l sos| 9| 114379 14379 9280 1,200,000 1,200,000
Transglart G13UAE | ro. paterss 10 15,780 15,780 B 168 16,780| 13 30,000 30,000 %| 3,180; %78
Cataracts GI3UAF | ro. paters 2,08 899 w3018 78t 67811 379 5 %0; 500 390 8,000; 8,00
Radoteray 913MAG | ro. sessions 19168 147,300 W n%l W0 w0 A 1500 1150000 25000 113,40} 113,140
PPP laboratory 913UAK | o | 0| 3378150] 1106402 1,105402) 4205767 1,624,800 1624300] 42000000 1,799,800 1,799 800
TOTAL [ 301m984] 13,450,031 43,277,088] [ uonma 142075680 49,130,310 36.637,970]  15,752,083F  52,390,053] [ 30150000 17,077,000] 56,236,000

Source: FDSKSH, annual reports 2020-2022 and PBA 2023-2025
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As can be seen from the table, the expenses for the main products of the scheme are financed partly:
from the income and partly from the transfer of the state budget. These expenses are divided into
four main categories, namely:

e Administrative expenses for the operation of FDSKSH;

e Scheme expenses for primary care;

e Expenses for the reimbursement of drugs;

e Scheme expenses for hospital care.

Administrative expenses account for an average of 2% of the total expenses of the scheme and
mainly serve to cover the personnel expenses of the FDSKSH scheme, operational expenses
necessary for the Central and regional Directorates as well as minimal investments mainly in
equipment for the operation of the work.

Expenditures for primary care are expected to increase from 2020 by 7.4 billion ALL to 12 billion
ALL in 2023. These expenditures also include the cost of basic control PPP, which exceptionally
for the year 2020-2021 (suspension of service provision due to the SARS COV pandemic 2)
continues payment according to the conditions negotiated in the contract.

What is noticed in the primary care service is the increase in the number of primary care visits,
which actually exceed the mid-term forecasts of the period. In the medium-term budget documents
of the Ministry of Education and Culture for the years 2022-2024, an average of 6.4 million visits
were predicted for the period 2022, and in fact the number of visits has increased by 700 thousand
more, reaching 7.1 million visits. The increase in the number of visits means a decrease in the cost
per visit, which should impact the forecast level of the planned fund for the following years. In
reality, the planning done by FDSKSH does not take into consideration the factual indicators of
the number of visits and the cost per unit. Below is the cost per visit in Lek referring to the data
above:

Table 2. The cost of a visit in the primary care in years

2020 2021 2022 2023 2024
| Cost per primary 1,155.6 1,351.4 1,189.0 1,668.2 1,617.8
care visit
% of change 17% -12% 40% -3%

Source: PBA in years, MSHMS*

4 https://financa.gov.al/programi-buxhetor-afatmesem-ne-vite-2/
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The average cost for a primary care visit cost the FDSKSH in 2020 - 1156 ALL, while the cost
increases by 17% in 2021, and decreases by 12% in 2022, in 2023 the cost planning increases by
40% going in nominal value in the amount of 1668.2 ALL from 1189 ALL, i.e. about 480 ALL
more. This increase does not come from the increase in the number of visits, as it can be seen that
the planning of visits results in a decrease. In the conditions where in the FDSKSH report we do
not find arguments on the basis of which the number of visits is planned, from a simple economic
analysis the increase in the cost of the visit offered in the primary care service can be realized as
much as the consumer price index.

Referring to the official data of INSTAT, Sthe consumer price index for 2023 is 3.8%, which is far
from the level of the increase in the cost of the visit by 40% in 2023. The lack of arguments as
well as the great fluctuation of the cost per visit from one year in the following year, they raise
doubts about the quality of budget planning by FDSKSH and consequently the efficiency of the
use of funds. We emphasize that most of the cost of primary care is covered by income from
contributions and a small part of it is covered by the transfer of the state budget.

The check-up package, which is a concessionary contract that provides for payment according to
the ceiling approved in the contract, cost FDSKSH 876 million lek for 2022, despite the fact that
the number of patients who benefited from the package was below the floor number defined in
contract of 475 thousand patients. 454 828 citizens benefited from the service, i.e. 20 172 less than
the ceiling, costing the state budget a loss of 37.2 million ALL which is paid to the concessionaire
despite the fact that the analyzes were not carried out.

On the other hand, the check-up package includes a limited number of tests for citizens, being
reduced to a complete blood test, complete urine test and heart ECG. The cost of this package,
including the medical check-up, is 1,800 ALL/person. Meanwhile, if we compare a simple check-
up package offered by private hospitals, the number of tests offered is at least 26, and the packages
are differentiated according to gender, offering specific preventive checks for women, such as
breast echo and PAP test or Antigen prostate specific test (PSA) for men. The full cost of a simple
basic control package with 26 analyzes results in the amount of 6,800 ALLS,

As can be easily analyzed, the state's basic control package costs 1/3 of a package offered in a
private hospital, but the number of tests offered is 1/8 of those offered by a private hospital. In this
context, the efficiency of the use of public funds as well as the effectiveness of the basic control
policy to guarantee universal coverage of the population with services and to prevent diseases with
high prevalence are discussed. We emphasize that so far no analysis of the effectiveness of the
basic control policy in its medical aspect has been published, an analysis that should have been

Shitps://www.instat.gov.al/media/l2745/ick_tetor 2023.pdf
Shttps://intermedica.al/oferta-e-plota/
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part of the annual monitoring reports of the performance of the Ministry of Health and Social
Protection and of the FDSKSH within the framework of transparency with contributors and all
stakeholders.

Income from contributions covers 50% and the cost of drug reimbursement. The total cost of
medication reimbursement remained at the average level of 11 billion ALL for the period 2020-
2022 and was planned at the level of 11.6 billion ALL for 2023. While the total cost of
reimbursement increases, what is observed from the data reported by the FSSKSH is that the
number of beneficiary patients is decreasing. This proves that the cost of medication
reimbursement continues to rise for a patient. In the annual reports of FDSKSH, it is argued that
this cost increase is due to the inclusion in the list of reimbursable drugs of new types of drugs for
some categories of diseases with high prevalence, which turn out to be costly. Meanwhile, in these
reports we do not find information on the number of reimbursed drugs, the categories divided
according to the degree of coverage to understand the addition of new drugs and to further analyze
the cost increase.

In the PBA 2022-2024 document "published by the Ministry of Finance and Economy, it is
reported that the number of drugs planned to be reimbursed for the years 2022-2024 respectively
will be around 605, 615 and 625. In the annual monitoring report of the budget for 2022 8published
by MSHMS does not report on the actual number of drugs reimbursed in 2022 to make it difficult
to analyze the planned cost with the actual one, but only on the number of patients who benefit
from the reimbursement.

But what is noticeable is that in the next PBA document for the years 2023-2025 it is reported that
the actual number for 2022 is 1191 medications and the planning for the medium term is 1200,
1210 and 1220 °. The change of planning from one year to the next by 100% more shows a high
inconsistency in planning and a marked lack of transparency regarding the way of adding
medications to the list in multiple ways. The material creates confusion as it is not clear how many
medications are in the list of reimbursable drugs and how the number of medications has actually
doubled from those planned in the PBA 2022-2024 document, calling into question the seriousness
of data reporting from the ministry responsible for health and social protection and FDSKSH.

The information presented in the reports of the FDSKSH for the argumentation of the addition of
drugs to the list is also shallow, where the main argument is the morbidity indicator, but no
concrete statistics are presented according to the types of morbidity on how this indicator is

"https://financa.gov.al/programi-buxhetor-afatmesem-2022-2024-faza-iii/
Shttps://shendetesia.gov.al/https-shendetesia-gov-al-tabelat-e-raportimit-per-time-intervals-3-months-9-months-
and-yearly-as-and-relacionet-katatese/
*hitps.//financa.gov.al/programi-buxhetor-afatmesem-2023-2025-faza-iii/
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achieved. Part of this data should be an analysis of the quality of the drugs included in the list and
their impact on improving the life and health of the beneficiary categories. On the other hand, the
cost of the hospital service is financed entirely through the transfer of the Central Budget. The
average expenses for hospital care for the period result in the amount of 28 billion ALL. 14% of
total secondary care expenditures go to concessionaire payments for providing sterilization of
surgical sets, laboratory examinations, and hemodialysis. Meanwhile, hospital packages account
for 7% of the fund spent on secondary care. Expenses for hospitals and their operation constitute
79% of the total expenses for secondary care and on average 56% of the total expenses of
FDSKSH.

First, we will stop at analyzing the cost of admission and treatment for patients for the year 2022
by first analyzing the cost planned in the mid-term budget document 2022-2024 for the Ministry
of Health for the hospital service.

Table 3. Budget planning for the cost of hospitalization and treatment of a patient

Product 91304 AA - Patients treated in the hospital service

Description of the product This includes costs for patients treated in hospitals

Measurement unit No. patients

2021 2022 2023 2024
Budget Forecast Forecast Forecast
Quantity 330000 330000 340000 350000
Total costs (in ALL) 22996144384 24265498000 23166682000 24380689000
Costs per unit (in ALL) 69685.29 73531.81 68137.3 69659.11

Source: Ministry of Finance and Economy/Reports/Budget/Medium-Term Budget Document 2022-2024

The number of patients for 2022 is planned for a total of 330,000 patients and the average cost of
treatment for one patient is planned at 73,532 ALL. The cost represents planning volatility for the
years 2023-2024 which is partially explained by the increase in the number of patients by 10
thousand plus for each year. In the annual monitoring report of the FDSKSH (refer to table 1
above), the actual number of patients for the year 2022 results in a total of 277,881 patients and
the cost per patient is estimated at 85,784 ALL. So, the actual cost of treatment for patients is
12,252 ALL or 17% more than planned. The reason for the increased cost per patient remains
unexplained as despite the number and total cost falling, the cost per unit remains high. In the
reports of FDSKSH, the cost of treatment for patients is not presented as part of the indicators that
are monitored, making it difficult to analyze the performance of hospitals.

The only statistic presented is the number of admissions divided by hospital where it is self-evident
that the highest number is in the university hospitals concentrated in the city of Tirana. It would
be valuable to present the budget of all hospitals separately and the corresponding number of
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admissions for each hospital, to analyze the cost of treatment per patient for each hospital. Th
budget for hospitals is divided according to hospital categories and is presented in the following

table:

Table 4. Budget of Regional, Municipal and University Hospitals in years

Regional, Municipality and

% of % of % of % of
MNo University Hospitals 2017 2018 increase 2019 increasel 2020 increase3 2021 increased 2022

1 Berat 416,020 456,750 10% 467,200 10% 466,000 10% 570,200 10% 600, 000
2 Bulgiza 93,000 106,800 15% 114 550 15% 113,200 15% 124 470 15% 136,400
3 Delvina 36,170 41,050 13% 44720 13% 44 000 13% 54,810 13% 56,800
4| Devoll 53,800 61,200 14% 66,070 14% 62,500 14% 69,370 14% 78,500
5 Dibra 355,400 373,400 5% 403,860 5% 381,740 5% 481870 5% 515,500
G Elbasan 638,250 672,550 5% 6BG,332 5% 684,000 5% B45,483 5% 910,500
7 Fier 536,000 560,650 5% 605,249 5% 664,100 5% 872,202 5% 826,000
B Gramsh 142,100 154 850 0% 150,930 0% 158, 500 0% 200,920 0% 196,500
9 Gjirckastra 265,770 287,350 8% 356,610 8% 314 BOOD 8% 413,850 8% 432,500
10 Has 51,130 54,950 7% 63,720 7% 59,250 7% 73,250 T% 77,900
11 Kavaja 141 360 144 850 3% 143,540 3% 147,000 3% 174, 000 3% 197 500
12 Kolonja 101,200 110,400 0% 111,570 0% 111 000 0% 120,800 0% 131,200
13 Korca 565,800 614,250 0% 632,300 % 524,400 0% 875,525 % BB7,200
14 Kruja 124,120 153,100 23% 153,320 23% 153,200 23% 219, 830 23% 203,000
15 Kucova 72,200 08,400 36% 03,840 36% 87,300 36% 09,300 36% 106,200
16 Kukes 358, BOO 344750 -4% 360,830 -4% 360,050 4%, 465,195 -4% 528,200
17 Kurbin 104,970 114,900 0% 117,340 % 115,400 0% 133,210 % 144 300
18 Lezha 333,720 354,750 6% 378,110 6% 371,700 6% 498,182 6% 537,400
19 Librazhd 178,000 197,550 11% 206,105 11% 202, 800D 11% 235,100 11% 256,200
20 Lushnja 204 620 331,250 12% 342,710 12% 336,900 12% 430,206 12% 433,500
21 Malesi e Madhe 24,250 29,620 22% 30,820 22% 31,650 22% 34,130 22% 35,800
22 Mallakaster 46,400 53,870 16% 50,525 16% 57,680 16% 69,600 16% 73,000
23 Mat 156,250 153,700 -2% 166,100 -2% 165,700 -2% 198, 500 -2% 216,500
24 Mirdita 121 500 130,600 7% 134, 090 7% 132,350 7% 161,000 T% 171,400
25 Peqgin 35,000 432,200 18% 45,000 18% 45,150 18% 53,750 18% 57,700
26 Permet 103,550 121,650 17% 125,750 17% 122 850 17% 129,000 17% 144 400
27 Pogradec 228,250 242,950 6% 251,470 6% 245,500 6% 291,000 6% 305,300
28 Puka 116,650 126,650 % 135,940 % 130,350 0% 158,950 % 161,200
29 Saranda 190,900 249,400 25% 268,040 25% 257,900 25% 338,243 25% 331,800
30 Skrapar 06,950 103,950 7% 107,150 7% 103,500 7% 115,390 T% 110,500
31 Shkodra 675,400 727,500 B% 758,590 B% 775,950 B% 1,000,265 8% 1,018,800
32 Tepelena 07,250 110,450 14% 114,700 14% 115,100 14% 127,450 14% 140,700
33 Q5UT 5,247,855 5,465,700 4% 6,630,443 4% 6,297,950 4% 8,246,863 4% 7,072,000
34 SUO0GI "Geraldine Queen” 571,550 566,850 -1% 566,650 -1% 585,000 -1%, 646,275 -1% 661,000
35 SUOGI "Koco Gliozheni” 307,050 414,400 4% 473,050 4% 432,500 4% 535,775 4% 561,700
36 SU "Shefget Ndrogi” 611,300 629,350 3% 758,200 3% B25,000 3% 1,553,287 3% 030,000
37 Tropoja 128,070 138,100 B% 143 B70 B% 139,340 8% 174,000 8% 162,000
38 Viora 655,250 &ED,B00 5% 719, 809 5% 737,400 5% BB8 650 5% 034 BOO
39 SU Trauma 204 445 242 850 19% 275,650 19% 364,200 19% 443 659 19% 430,500

Total Budget 14,580,200 15,473,240 17,231,753 17,029,910 22,122,560 20,774,400,

Source: Decisions of the Council of Ministers "On the financing of hospital health services from the mandatory

health care insurance scheme
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10 VEM nr.18/2017; nr.17/2018; nr.802/2019; nr. 260/2020; nr.563/2021 dhe nr.431/2022
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The allocation of the budget for hospitals refers to the plan figures for the years 2017-2022, which.
are the only published figures regarding their budget. The actual realization of the budget of each
of the hospitals is not published by FDSKSH to make possible the comparison of the realization
for each hospital separately. On the contrary, the realization is presented at an aggregated level for
each year, as can be seen in the summary table of the budget. The realization results in a high
percentage at the aggregate level, but this does not justify the lack of transparency of the
publication of the actual data of the realization of the budget for each regional hospital, municipal
hospital or the main university hospital centers.

Moreover, as seen in the table above, what is observed in the logic of hospital budgeting is the
standardization of the budget allocation, being reduced to a fixed increase from year to year. The
allocation of the hospitals' budget does not follow the logic of the hospitals' performance based on
the financial and non-financial indicators reported and in the annual reports of the FDSKSH. The
largest part of the hospital budget is allocated in the district of Tirana, specifically for:

"Mother Teresa" University Hospital Center;
e Trauma University Hospital;

e S.U "Shefget Ndroqi";

e S.U.0.GJ "Queen Gelardine";

e S.U.0.GJ "Kogo Gliozheni";

The expenses of the scheme that are allocated to the hospital budget cover the necessary personnel
expenses and the operational expenses of the hospitals. While public investments are centered in
the Ministry of Health and Social Protection. In addition, hospitals provide income from the
services they provide with payment according to the respective rates. The use of the income is
done entirely by the hospital itself, as part of the cost of the service. What stands out is the fact
that these revenues are not presented as part of the analysis of the annual monitoring reports of the
Ministry of Education and Culture or the Ministry of Education and Culture. In the annual
monitoring report of the Ministry of Health, it is mentioned that the revenues beyond the limit for
the budget program related to secondary care are about 400 million ALL, but there is no other
information on how they were used by the hospitals.

Despite the fact that public hospitals have autonomy in the use of their secondary income, this
does not justify the fact that there is a marked lack of information and transparency of their use.
These revenues are used by public hospitals to further improve the quality of the service provided
to patients, therefore analyzing them and their overall contribution to the hospital service is
necessary to report to complete the framework of all the financial resources used for this purpose.
On the other hand, and why the increase in the hospital budget appears progressively from year to
year, the indicators of the non-financial performance of hospitals published by FDSKSH prove
that the performance of hospitals, mainly regional and municipal ones, is deteriorating.
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Based on the above, we have stopped in analyzing some of the main performance indicators of’
hospitals published by FDSKSH in the annual reports of the years 2019-2022.

Figure 1. Number of hospitalizations

Number of beds by hospitals
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As can be seen from the data, the university hospitals, which are all concentrated in the city of
Tirana, have the highest number of hospitalizations with 159,000 hospitalizations. Meanwhile,
regional and municipal hospitals, which are distributed in all districts of the country, are
characterized by a downward trend in admissions starting from 2020. In the 2019-2022 annual
reports of the National Health Service, an analysis of the reason for this performance is missing.
While we are referring to the information on the thematic audits that are carried out by the internal
audit of FDSKSH, no information is found on whether any audit was carried out on the efficiency
of financing of regional or municipal hospitals that have a small number of beds.

Below is the average coefficient of utilization of beds according to the types of hospitals:
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Coefficients of use of beds in years

Figure 2. Coefficients of utilization of beds in years
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As can be seen, the coefficients of bed utilization of beds in regional hospitals remain below the
level of 30%, while the highest utilization of beds remains in university hospitals located in the
city of Tirana. An analysis of the causes of the low utilization of beds in regional hospitals is
missing from the annual reports of the FSSKSH. We emphasize that the low utilization of beds
means that the cost of keeping the regional hospitals in operation is increasing. As for the other
important indicator related to the average days of stay, what is noticed is that the analysis of the
impact factors by FDSKSH continues to be done at the aggregate level, "camouflaging" under this
analysis problematic hospitals that have high average days of stay above average level.
Specifically, the graphs below show the average days of stay for the year 2022 for university
hospitals and the comparison with the years 2020-2021.

Figure 3. Average days of stay in University Hospitals

84
6.3

SUOGL  SUOGI "Kogo Qendra Spitalore ~ S.U."Shefqet ~ Spitali Universitari ~ Mesatare
"Mbretéresha Gliozhen"  Universitare "Nené ~ Ndrogi" Traumés
Geralding" Tereza"

Burimi: Raporti Vjetor 2022 i FDSKSH

21



Figure 4. Average days of stay in University Hospitals in years
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Two university hospitals, the "Shefqet Ndroqi" hospital and the " Trauma University Hospital",
are characterized by high average days of stay starting from 6 to 10 days. In various studies, long
hospital stays are directly related to the risk of acquiring infections, which directly affects another
indicator of hospital performance related to high mortality rates. On the other hand, the longer the
hospital stay, the more the cost for treating patients increases. In conditions where the average
length of stay in university hospitals is 3.8 days, it is necessary to analyze the reasons behind such
a high average length of stay in the aforementioned hospitals. Performance indicators should not
be used simply at the reporting level, but should be analyzed by the FDSKSH to enable corrective
steps to be taken in the management of hospitals that are inefficient in the use of public funds.

Figure 5. Average days of stay in Regional Hospitals for 2022
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In regional and municipal hospitals, the average length of stay is 4.2 days, slightly higher than the
average length of stay in university hospitals. While the coefficient of utilization of beds in these
hospitals results in the average level of 30%, very low compared to that of university hospitals. In
these conditions, it is necessary to analyze the performance of regional hospitals by combining the
effect of performance indicators to reach conclusions.

A qualitative performance indicator that is used to analyze the financial and non-financial
performance of hospitals is the coefficient of readmission to the hospital within 30 days of the first
discharge from the hospital. This indicator evaluates the effectiveness of the given therapy as well
as the real cost of treating a patient. But in the mid-term budget documents and in the annual
monitoring reports of the ministry responsible for health or FDSKSH, this indicator is neither
planned nor monitored.

Other valuable indicators to analyze hospital efficiency are the average costs of treating patients
by therapy, which gives a clearer picture of where most of the funds are allocated. We emphasize
that this indicator is not part of the official materials published by the FDSKSH. Meanwhile, the
average costs of treating patients can only be identified in the special packages that are offered by
hospitals and paid by the fund. The packages that were planned to be financed by the FDSKSH for
the years 2022-2024 are listed below:

Table 5. Average treatment costs for patients according to individual packages

Produoct A1304AR - Patients aeated with dialyziz

Diescription of the product This inclodes costs that FRSEAH effectates for dizly=is samvice

hleasurement unit Mumber of seszions that patients do
2021 012 2023 2024
Budget Forecast Forecast Forecast
(Chzantity 234000 234000 232000 271000
Total cost {m ALL) 2400100000 2300000000 3030000000 3320000000
Cost per umt (m ATLL) 10236.84 1196381 12103.17 12250.52

Produnct

1304 AT) - Patiemt= treated with cardiology and cardiac surgery packages

Diescription of the product

Patients treated with cardiology and cardiac surgery packages

hzazursment unit Ho. patizntz
2021 1022 2023 1024
Budget Forecast Forecast Forecast
(Chzantity 3600 3600 8300 3300
Total cost (m ALLY 830500000 1249000000 1269000000 1289000000
Cost per umt (m ATLL) 9B541.86 143252 .56 144204 55 14647727
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Product 21304 AE - Patients treated with renal transplant packages
Pérshirimi i Produkut Patients treated with renal transplant package:
Miésia Matéie, No. patients

2021 2022 2023 2024

| Budgt | Forecast |  Forecast |  Forecast

Quantity 30 26 26 26
Total cost (in ALL) 16780000 36780000 36780000 36780000
Cost per umit (m ALL) 55933333 141461538 141461538 1414615.38
Product 21304AF. - Patients treated with cataract
Description of the product Patients treated with cataract
Measurement unit No. patients

2021 2022 2023 2024

Budget Forecast Forecast Forecast

Quantity 2600 4500 4500 4500
Total cost (in ALL) 74000000 93150000 93150000 93150000
Cost per unit (m ALL) 28461 54 20700 20700 20700
Product 21304AG - Patients treated with radiotherapy
Description of the product Patients treated with radiotherapy
Measurement unit No. patients

2021 2022 2023 2024

"""""""""""""""" © Budget |  Foreast |  Forecast |  Forecast

Quantity 31400 26000 26000 26000
Total cost (in ALL) 147300000 147300000 147300000 147300000
Cost per unit (n ALL) 4691.08 366538 5665.38 5665.38

Source: Ministry of Economy/Reports/Budget/Medium-Term Budget Document 2022-2024

High costs for patients are presented by 2 packages, that of cardiology and cardiac surgery and
the package of renal transplants. The package of cardiology and cardiosurgery was planned for
2022 with a value of 145,233 ALL per patient, while that of renal transplants in the value of
1,414,615 ALL per patient.

Referring to the actual realization of the renal transplant packages, only half of the plan was
realized, i.e. 13 out of 26 planned transplants at a cost per patient of ALL 2,307,692, having
an increase in the cost per transplant compared to the plan in the amount of ALL 893,077 or
63% more than the forecast. While for the cardiology package, 9365 interventions were
performed out of 8600 planned with a cost per patient of ALL 122,135, resulting in a reduction
in the cost of treatment per patient.

In the monitoring reports of the Ministry of Education and Culture and in the annual report of
the FDSKSH, the above evidence is not analyzed, but only the actual results are cited. There
is no analysis of the reasons for deviations from the budget plan, which for some packages
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such as renal transplants are high, and therefore exhaustive arguments must be presented for:
the cost increase by 63%, especially for the packages for which the fund contracts non-public
hospitals. Specifically, the renal transplant package that shows a high cost deviation is provided
by 100% contracting of the service from non-public hospitals, as the FDSKSH claims in the
annual report for 2022."!

Regarding the forecasts of expenses related to the PPPs of dialysis, sterilization of surgical
tools and laboratory examinations, we note that the same problems as above related to
transparency are found, mainly in the form of truncated data and the lack of analysis of impact
factors .

In conclusion, we estimate that despite the fact that the products financed by FDSKSH are very
important in terms of achieving the country's strategic objectives for improving health and
increasing the average life expectancy of the population, what is observed is a pronounced lack
of budget transparency followed by FDSKSH in planning and monitoring the results of the
scheme.

Non-financial performance indicators are reported mechanically but are not used to build
qualitative analyzes of scheme performance for primary, secondary care and drug
reimbursement. Lack of transparency is found in the declaration of resources such as the
income collected from hospitals and their use. The costs of the main services and the reasons
for their changes, which constitute the basis for the most efficient and effective management
of public funds, are not published. The quality of the reports published by the responsible
institutions is poor and often incomprehensible to the ordinary reader.

Under these conditions, the task of the citizen and all interested parties to increase
accountability to the FDSKSH on the use of our contributions in the name of "better health"
becomes extremely difficult.

"1page 49, FDSKSH Report for 2022
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V. Financial coverage of the scheme

The strategic priority of the health care scheme is the universal coverage of the population with
health services. Universal health service coverage means that all categories of the population have
equal access to health services provided in the country at the primary and hospital level.

Meanwhile, as we clarified above, FDSKSH functions on the contributory principle, which means
the scheme covers health services for the categories of employees who contribute to the scheme
as well as those for which the state budget pays in the form of a transfer. Uninsured persons benefit
from free healthcare only for visits to the family doctor, basic medical check-up and emergency
medical services.

The dental service remains outside the scheme and not covered for all categories of the population.
Meanwhile, all uninsured and non-referral individuals pay the full cost of service in both primary
care and inpatient care, according to approved fees for services. The scheme does not provide for
exemptions from fees for specific groups such as low-income families.

Various studies have concluded that informal payments are typical for employees in the Albanian
health system. '“This is also supported by the fact that in the latest progress report of the European
Commission's report on Albania, it is quoted that "the informal economy in Albania continues to
remain high and is mainly based on cash payments.!?

From an analysis of the historical data of functional expenditures for health in years as a percentage
of GDP and in specific weight to total public expenditures, it is noted that average expenditures
are at the level of 10% of General Public Expenditures and 3% of GDP.

2Can people afford to pay in Albania, New evidence on financial protection in Albania/ Tomini.S and Tomini.FF
(2020)
BAlbania 2022 Report/EU Commission Paper/2022/page 6
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Figure 6. Health sector expenditures in % of GDP and in % of General Public Expenditures
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Compared to the Region, public spending on health in Albania is the lowest.

Table 6. The health expenditures compared to the region

Health expenditures to General Public Expenditures for the countries of the region

Years 2020 2019 2018 2017 2016 2015
Bosnja and Hercegovina 14.87 15.37 15.14 15.47 15.63 14.98
Republic of Morth

Macedonia 12.83 13.56 12.41 11.83 13.05 12.78
Montenegro 13.13 11.52 10.53 9.73 10.92 11.63
Serbia 11 12.03 12.45 11.79 11.65 11.92
Albania 9.6 104 10.3 9.8 9.62 8.88

Source: WHO database and the Ministry of Health and Social Protection

During the first quarter of 2024, INSTAT published the results of the Income and Standard of
Living Survey which measures the standard of living, relative poverty and material deprivation in
Albanian families. According to this survey, the indicator of being poor in Albania in 2022 is
20.6%.

The deepened degree of material deprivation shows the percentage of individuals living in
households that cannot afford at least 4 of the 9 categories of material deprivation. This indicator
was estimated at 33.2% in 2022, against 35.2% estimated in 2020, marking an increase of 2
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percentage points. The categories of material deprivation according to the methodology published
by INSTAT are:

1. Delays in loan or rent payments for the main residence, expenses for basic services,
installment purchases or other payments of loans taken;

Ability to afford one week's annual leave away from home;

The ability to afford a meal of meat, chicken, fish (or the equivalent for vegetarians) once
every two days;

The possibility to bear an unforeseen financial expense with the value of 30,000 new ALL;
Financial ability to afford a phone (including mobile phone);

Financial opportunity to have a color TV;

Financial opportunity to have a washing machine;

Financial opportunity to have a car;

The family's financial ability to keep the house adequately warm.

bl
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At risk of being poor or social exclusion refers to individuals who are at risk of being poor, or
deeply materially deprived, or living in households with very low employment intensity. In
2022, this indicator was estimated at 41.6%, against 43.9% estimated in 2021.

Compared to the EU average which results in 21.6%, Albania marks a deterioration of the
indicator for 2022 resulting in the level of 41.6%, surpassing Romania which ranks at the top
of the list of EU countries with the highest degree of risk for being poor or socially excluded
to the extent of 34.4%.

Figure 7. Risk of being poor or social exclusion in EU countries

People at risk of poverty or social exclusion, 2022
(% of total population)

@

0
S & &
LheRE

Fronce and Grprus: provisiongl ‘ /

eurostatm

Source: Eurostat/Living conditions in Europe, poverty and social exclusion

28



The risk of being poor or Social Exclusion is the percentage of individuals who are at risk of being
poor or deeply materially deprived or with very low employment intensity, which means that
41.6% of the population in Albania are at risk to be poor, materially deprived or with low
employment intensity.

So in Albania, 41.6% of the population has a standard of living on the verge of poverty and as a
result they cannot afford to live a normal life with the income they have, where food and health
care remain primary. As we mentioned above, the health care scheme does not offer support or
exemptions for low-income families, which, coupled with the other factor of the high level of out-
of-pocket payments made for health at 56%, prove that financial coverage of the health care
scheme is weak and not universal as intended.

In conclusion, the scheme fails to provide universal coverage as intended in the strategic priorities.
But on the contrary, the high level of informality of the economy, accompanied by high informal
payments in the health sector, cause the heaviest burden to fall on poor families.
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VI. Recommendations

The Health Care Scheme needs to have the proper attention of the policy makers in terms of the
immediate need for its reformation. From the above study, it is clear that its financial coverage in
the conditions of high informality of the economy and pronounced poverty is not appropriate as it
leaves unaddressed the needs of over 41.6% of the population who are at risk of being poor or
socially excluded.

On the other hand, the lack of transparency in the planning and monitoring of public funds of the
FDSKSH scheme raises doubts about the effectiveness and efficiency of the use of funds related
to a constitutional right such as that for health care. The lack of analysis of the impact factors for
each policy undertaken by the FDSKSH and MSHMS significantly reduces the possibility of
interested parties to be informed about the results of the health policies undertaken by the
government. Also, the quality of data reporting is very poor, inconsistent in some cases and totally
missing for a significant part of activities related to primary, secondary care and medication
reimbursement.

For the services provided by concession and PPP, no qualitative analysis of the results of the
policies implemented in these structures has been carried out so far. The process of monitoring
their results is done as part of the annual report of the FDSKSH or the 4-month monitoring reports
of the Ministry of Health, but apart from citing the actual results, there is no further and detailed
analysis for the general public to understand by "words of simple" how health care services are
financed by the Government.

Inefficient is also the current management policy of hospitals, especially regional and municipal
ones, which, in addition to the lack of transparency in the allocation of budgets, are characterized
by a pronounced lack of effectiveness in their management, which is proven by the performance
indicators published in years as part of the annual reports of FDSKSH.

As a result we recommend:

e The health care scheme should change the model by offering a more solidary approach,
in terms of full coverage of the entire population with health services and not only the
contributory categories.

e The overall reform of the financing scheme of public hospitals based on the budgeting
model based on performance and service quality;

¢ Increasing the transparency and quality of monitoring reports by adding analyzes of
impact factors and quality performance indicators;
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Increasing transparency in the direction of the budgeting process of funds by publishing
the funding sources including the own income for each hospital in the Republic of
Albania, accompanied by the respective qualitative indicators such as the coefficient of
utilization of beds, the number of admissions, the rate of readmission etc.

The increase in public spending on health, since the low level of 10% of general public
spending, accompanied by the high level of out-of-pocket payments of 56%, create poor
financial coverage of the scheme and leave room for abuse and high informality in this
sector.
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