Financing and Pricing of Outpatient and Polyclinic Medical

Care in Armenia

Aghajanyan Susanna S.

PhD in Economics, Senior Lecturer at the Chair of International Economic Relations,

Armenian State University of Economics (Yerevan, RA)

https://orcid.org/0000-0002-5469-3995

susy agadjanyan@yahoo.com

Vardanyan Tatevik G.

PhD in Economics, Lecturer at the Chair of International Economic Relations Armenian

State University of Economics (Yerevan, RA)

https://orcid.org/0000-0001-6488-2717

tatev.vardanyan@outlook.com

Badalyan Meri V.

PhD in Economics, Associate Professor, Dean of The Faculty of Accounting and Auditing,

Armenian State University of Economics (Yerevan, RA)
https://orcid.org/0000-0002-7128-1968

badalyanmeri.asue(@gmail.com

Ayvazyan Anna A.

PhD Student at the Chair of Management

Armenian State University of Economics (Yerevan, RA)

https://orcid.org/0000-0002-1785-9634

annaayvazyan96(@yahoo.com

Arshakyan Ani H.

PhD Student at the Chair of Business Administration

Armenian State University of Economics (Yerevan, RA)

https://orcid.org/0009-0006-4017-2810

arshakyanani96@gmail.com

UDC: 336.1; EDN: MAUTOW,; JEL: H51, H75, 11, 118, P36;

DOI: 10.58587/18292437-2024.1-158

Keywords: healthcare, financing, medical care services, ambulatory polyclinic organizations,
salary, costs, pricing

Wipniyuwnp Gy ynhjhthjujwut pdjujut oqinipjut htwbuwynpnuit no
qiugnyugniip <wjwumwbinid

Unupwlywmh Uniuwmbibin U.

wn.q.pp., Uhpwqquyhl wmlnnbuwdlpul huwpupbpngeinbblph widphnih wfug nuuwfunu, <uwguwuwnwih
wlomulpull wnfunbuwghmuwlpul huwdwguwpwi (Gpluuwh, <<)

Jwmpnuilywh Swpplajhl 9.

wn.q.pp., Uhpwqquyhl wmlnnbuwlpul huwpupbpniegnbbbph wdphnih nuuwunu, <wjuuwbh
wlomulpull wnfunbuwghmuwlpul huwdwyguwpwi (Gpluuwh, <<)

Punqupumbh Uliph .

n.q.je., nnglilun, hupywwwhwlpub hupwmduwdh b wninping dwlnimbn nhklpub,

<uyuwuvnmbh whwaulwb mlonbuwghmwlpub hwluguwpubh (Gplouh, <<)

Upjwmqpub Qhbuu U.

Guwnuwifwpdwd wilphnih wuyhpwion,

<uyuwuvnbh whwaulwb mlonbuwghpmwlub hwduguwpubh (Gplouh, <<)

Uppwlymi Ubp <.

Phqblup huqhulbpudwb wdphnih wuyhpudon,

<uyuwuvnmbh whwaulwb mlonbuwghmwlpub hwluguwpubh (Gplouh, <<)

Withnthwghp. Unyt hnpuonid pbtpyynid &b << winnnowyuihni pyut hwdwljupgnid wdpnijumnp-wynghiyh-
thjului nnpuh $htwbuwynpdwb hhdtwljuh wpwbdbwhwnmngnibdtpp, WY 2bsht poyinng $htwbuunnp-
dwh suhnpnphshiipp, pd2juub SwnwynpmLbitph hudwp vwhiwbiquo qhtipp: UG 20sht phing $htwbuw-
Unpiwlt Gnpdtiph  swhnpnphshiippn npnptqnet hwdwp  Yippueoyty G gnponn tnpiwmphy - thuwumwenebipn,

158



Pezuon u mup, 2024, Ne 1(50)

wdpnijuumnp wnhhbhyuyuwd nnpup Shtwbuwut hwyytnynipynibbtpp: <tmwgnunipynibbtpp gnyg to
uyly, np wpweluyhll ubuwdph dwpwymEnLbbtp dwnnignnitphtt Jawpynd £ $hpudud gnidwp’ winwbg
wuwghtitnh phuljht hwiwyuunwupwbtgtne jud wnwebuyhtt onuijh pdhplutiph hwdwp upwbdbtp untindtyn.
wuwghtbwmbbipht ninuplt; hhqubinuingbtp jud wy; duubwghnugyud ubwdph Yhbupnbbbp: Gumupjuo
htimwgnuni pyult wipnyniipbhtipp gnyg th mwhu, np Wk 2Gsh huwpyny hwpdupyud Shtwtuun]npdwd tnpip
hhdtwuinid wywhnynid £ wdpnipuunp wnjhihhjuijutt hhddwipjh wphuowmujupéh $nanh 90-95%-n,
dhwgwd 5-10%-0 ninnynid £ jninitbwy, Jupswub, dipynihiihthujub pinnpuypuyhtt dwhutipn bt wiph: Wyt-
1ht, wipnyunnp pdoiuljubt qhiniddtph b vyuuwpdwbt huniwp vwhiwiuo phpugud qitipp hhtwjubnid
stlt Jhpumynid:

{wignigupwnbp  wpnnowwwhnipynil, $htwbuwynpnry, pdyjuljut  SwnwynipyniLhbbp,
wynihyahthjuyubt hwumunmnipnibbbp, wyhwmunuind, dwhuubtp gimgnjugnid

unipnijunnnp

DUHAHCUPOBAHUE U IIEHO00Pa30BaHUE aMOYIATOPHO-NOJNUKJIMHNYECKON MeINIIUHCKOI
MOMOIIM B ApMEeHUH

Azadocanan Cycanna C.

K.9.H., cmapwuii npenooasameins Kagheopvl MelHCOYHAPOOHBIX IKOHOMUYECKUX OMHOULEHUL,
ApmsiHckuil 20cydapcmeenHblil SKoHomudeckuil ynusepcumem (Epesan, PA)

Bapoanan Tameeux I.

K.9.H., npenoodagameinb Kagheopvl MedHCOYHAPOOHBIX IKOHOMUYECKUX OMHOULEHUL,
Apmsanckuil 2ocyoapcmeennbiil skonomuyeckul ynusepcumem (Epesan, PA)

baoanan Mapu B.

K.9.H., Ooyenm, 0ekan axyibmema Oyxeanimepckozo yyema u ayouma,

Apmsanckui 2ocyoapcmeennbiil skonomuyeckull ynusepcumem (Epesan, PA)

Autgazan Anna A.

acnupanm Kagheopwvl ynpasieHus,

Apmsinckuil 2ocyoapcmeeniviil skonomuyeckui ynusepcumem (Epesan, PA)

Apwakan Anu A.

acnupanm Kagheopsl 0e108020 AOMUHUCTPUPOBAHUS,

Apmsnckuil 2ocyoapecmeeniviil skonomuyeckui ynusepcumem (Epesan, PA)

AnHoTanus: B maHHO# cTarhe paccMaTpHBAIOTCS OCHOBHBIC OCOOCHHOCTH (PHHAHCHPOBAaHUS aMOYIaTOPHO-TIOHUKIH-
HUYECKUX YUYPEKICHUH B CHUCTEME 3IpaBOOXpaHEeHUs: PA, HOpMATHBBI IMOIYIIEBOrO (DMHAHCUPOBAHHS U ICHBI,
YCTAaHOBJICHHbIE HAa MEAUIMHCKUE yciyrd. C [eNnbio OmpenesieHns] mapaMeTpoB HOPMATHUBOB IOMYNIEBOTO (pUHAHCH-
pOBaHHMs ObLIH MPOAHATM3UPOBAHBI ACHCTBYIOIINE HOPMATUBHBIC JOKYMEHTHI, (DMHAHCOBAs: OTYETHOCTh aMOYJIaTOPHO-
MOJMKIMHUYECKOTO ceKkTopa. MccienoBanus MOKa3aid, 4TO MMOCTaBIIMKAM IIEPBUYHON MEAWKO-CAHHUTAPHOW MTOMOIIM
IIaTAT (QUKCHPOBAHHYIO CyMMy 0e3 ydeTa pucKa JJisi IalUeHTOB M CO3/IaHHs CTUMYJOB JUIs Bpadel MEepBUYHOU
MEJIMKO-CAHUTAPHON IOMOIIH. Pe3ynbrarsl MPOBEAECHHOTO HCCIIEHOBAHUS MOKA3bIBAIOT, YTO MOJYIIEBOH HOPMATHB
(¢uHaHCHUpOBaHUS B OCHOBHOM obOecmeunBaeT 90-95% donma omaarel Tpyma amOyIaTOPHO-MOIMKIMHHYECKOTO
yUpekaeHus, ocTaibHble 5-10% HampaBiIsIoTCS Ha KOMMYHalbHBIE, aIMUHHCTPATUBHBIC, BHYTPU-NOJUKINHUYECKHE
pacxoipl, Ha JeKapCcTBa U T.JI.

KuroueBple cji0Ba: 37paBOOXpaHEHHE, (PHHAHCHPOBAHUE, MEIUIMHCKUE YCIYTH, aMOYJaTOPHO IOJUKIMHUYCCKHE
OpTaHU3aINH, 3apIlIaTa, PACXO/Ibl, IICHOOOPA30BAHUE

Introduction

One crucial element within the healthcare
system is healthcare financing, which should be
coupled with a consistent increase in the allocation
of public funds towards healthcare. This should
involve a diverse range of funding sources, fair
pricing for medical services, enhancements in
payment mechanisms, and various other measures.
Healthcare must take precedence in public spending,
always prepared to address not only immediate
challenges but also global ones.

In this regard, the financial tools utilized in
primary healthcare (PHC) hold a significant role.
These tools encompass reimbursement rates,
medical service pricing, and the method of
compensating healthcare providers, among others.

They serve as essential prerequisites for enhancing
healthcare system quality, enhancing medical care
accessibility, and advancing healthcare
infrastructure. Within the healthcare financing
framework, pricing and standards serve informative,
incentivizing, regulatory, and distributive functions,
and form the foundation for budget calculations,
contractual pricing, and mandatory health insurance
rates.

In the Republic of Armenia (RA), a system is in
place to provide free or discounted medical care and
services, both in hospitals and outpatient facilities.
The calculation and funding of contractual amounts
for outpatient and polyclinic medical care programs
and services are determined based on the actual
population registered or the real services rendered
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by the healthcare institution, following the principle

of performance.
For comprehensive outpatient and polyclinic
care, which includes individual examinations,

consultations, treatment appointments, and more, a
per capita financing rate is established. This
payment method incentivizes primary care
physicians to prioritize the well-being of their
patients and avoid unnecessary increases in the
number of visits, tests, and consultations.
Simultaneously, in primary care, when an
intermediary payment approach is used, physicians
have an incentive to refer patients to inpatient care
only when it is truly necessary since hospital
services are free of charge for the patients in this
context.

In the Republic of Armenia (RA), the standard
for outpatient and polyclinic medical care for adults
aged 18 and above is fixed at 3,048 AMD
(equivalent to 7.43 euros) (1EUR=410.04 AMD \
The recalculation was performed by the CB of the
RA using the exchange rate set on September 26,
2023, which was 1 EUR = 410.04 AMD), while for
each registered child below the age of 18, the yearly
standard is 6,096 AMD (equivalent to 14.86 euros in
2023). To advance the implementation of
comprehensive  health insurance, boost the
efficiency of the primary healthcare (PHC) system,
and ensure both the accessibility and quality of
healthcare services, it is imperative to evaluate to
what extent these established standards contribute to
the attainment of the mentioned objectives.

The objective of this research is to assess
the appropriateness of the standard applied to
outpatient and polyclinic facilities and to gauge the
cost level of tests and services provided in
outpatient and polyclinic healthcare by comparing
them to the average prevailing market rates.

The findings of the study reveal that the per
capita financing standard predominantly covers 90-
95% of the labor compensation expenses for
outpatient and polyclinic institutions. The remaining
5-10% is allocated for utility bills, administrative
overhead, in-patient medications, and other
miscellaneous costs. In terms of comparing prices
for laboratory tests and instrumental services with
similar services available for a fee, it becomes
evident that these prices are considerably lower than
the average market rates. Moreover, they tend to
remain static and do not account for factors like the
utilization of new medical equipment and
consumables. Furthermore, these prices primarily
serve as informational figures, as these institutions
are funded based on their overall effectiveness
rather than the volume of tests and services
conducted.

Literature Review

Primary healthcare represents the foundation of
a strong healthcare system. The fundamental tenets
of primary healthcare (PHC) were outlined in the
Alma-Ata  Declaration, crafted during the
International PHC Conference in 1978. As per this
declaration, all nations are urged to create a PHC
strategy and establish an all-encompassing national
healthcare system. Public health plays a crucial role
in tackling most of society's health challenges, and
this can be accomplished by making better use of
the world's resources (O’Connor, Bankauskaite |,
2008).

Healthcare systems have garnered significant
attention in the policies of many nations. This focus
stems from concerns about the accessibility of
essential healthcare services, as well as the
effectiveness and costs associated with existing
healthcare systems. The research team at the World
Health Organization (WHO), in their report titled
"Assessing Recent Developments in Health
Financing," underscores that alterations in how
healthcare is funded on a systemic level can have
profound and widespread ramifications.

The report's authors conclude that deliberately
changing the financing mechanisms for healthcare
and the payment structures for healthcare services
can lead to a purposeful transformation in the nature
and quality of relationships between healthcare
providers and patients. Such changes can have a
substantial impact on healthcare access and, as a
result, the health outcomes of various population
groups. The volume and composition of healthcare
expenditures, as well as the number and categories
of healthcare personnel involved, depend on the
adopted financing methods [4] .

The literature also addresses how per capita
financing can encourage resource efficiency by
exerting control over both service prices and their
quantity. Many countries in Central Europe and the
Baltic States utilize per capita payments for primary
care, with differentiation based on age and gender
[8]. However, it's worth noting that this payment
method could potentially result in an increased
morbidity rate in the population, as healthcare
providers might reduce the scope of services they
offer [9].

The core principle of the per capita payment
system is that the payment to healthcare providers is
not directly linked to the resources used or the
volume of services delivered. Consequently, some
of the risk is shifted from the payer to the provider.
If the provider incurs costs that exceed the per capita
budget, they are held responsible for covering those
additional expenses. Conversely, if the provider
achieves cost-efficiency and keeps expenses below
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the per capita budget, they can retain and reinvest
any surplus funds [10].

In the Republic of Armenia, the Ministry of
Health is responsible for defining standards for both
hospital and outpatient healthcare, along with
health-related services. Furthermore, it establishes
average and region-specific prices for specific types
of medical care and services that are offered to the
population of Armenia either for free or under
preferential conditions. Healthcare spending in
Armenia has been consistently on the rise. Although
some of this increase can be attributed to enhance-
ments in the overall health of the population,
statistical data reveals a limited connection between
the growth in expenditures and improvements in
health outcomes.

In the Republic of Armenia (RA), the primary
healthcare sector employs a per capita financing
norm. In this system, primary healthcare in RA is
funded by multiplying the number of registered
participants at a medical facility by the per-person
tariff. Under this per capita payment system,
healthcare providers receive a predetermined
amount for delivering specific services to each
patient at primary healthcare facilities. This funding
method is structured to encompass various
expenses, including salaries for medical staff,
compensation for medical consultations, tests,
selected services, infrastructure expenses, and other
necessary operational costs for primary healthcare
facilities.

It's worth noting that more costly procedures
such as computed tomography or magnetic
resonance imaging are not covered by the
consultation fee. In most instances, residents of RA
can access specialized care by paying additional out-
of-pocket expenses. On average, the direct
household payments per person amount to 228,764
AMD per year (equivalent to 557.9 euros in 2021).

It's important to emphasize that the RA Audit
Chamber's report for the year 2022 pointed out a
challenge in evaluating costs and economic
efficiency. This challenge stems from the absence of
appropriate methodologies for determining service
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quantities and their pricing, as well as the absence of
substantiations for service pricing.

As a result, this paper aimed to compute the
financial burden associated with the PHC standard
and offer explanations for the pricing of services.

Analysis

The Republic of Armenia's government ensures
the provision of funded healthcare services through
state-targeted health programs, irrespective of the
legal structure or ownership of healthcare providers.
The funding from the Armenian state budget
follows a limited (global) budget approach, which is
determined based on the financial allocation to the
healthcare sector in the state budget. This allocation
is distributed among different types of medical care
and service programs, each of which has its specific
calculation method. This calculation method is
uniformly applied to all organizations offering
similar medical care and services.

The  Primary Health Care  Program
encompasses three key initiatives, with a particular
emphasis on the Ambulatory-Polyclinic Medical
Care Services initiative, which serves as the
cornerstone of medical care and support in 2023. In
2022, this initiative accounted for the majority,
approximately 97.8%, equivalent to around 30.3
billion drams, and is expected to grow by
approximately 7% in 2023. Under this program, the
measure 11001, titled "Ambulatory Polyclinic
Medical Care Services," is put into action. This
measure encompasses a range of primary health care
services delivered by family physicians, general
practitioners, pediatricians, and specialized medical
practitioners. Within this framework, activities such
as disease prevention, early diagnosis, treatment,
ongoing monitoring of chronic patients (including
proactive outreach), conducting home visits as per
guidelines, facilitating patient hospitalization, and
other related processes are carried out.

The determination and funding of contracted
amounts for out-of-hospital medical care and service
programs are based either on the actual registered
population or the performance of the healthcare
organization.

Table 1. Non-financial performance indicators of the ambulatory-polyclinic medical care services erformance
indicators [7]

2022 2023.
Actual Planned
Nl‘lmber of people, including people, registered in organizations for 3116867 3077381
primary health care of the population
Number of populations registered in organizations by local therapist, 2308978 2364782
family doctor: persons aged 18 and over, person
Nurpbqr Qf populgtlons registered in the orgaqlzatlons by local 717889 712500
pediatrician, family doctor: up to 18 years. children, man
I;;t)l;lﬁer of students receiving medical care and services at the school, 387070 389666

161



Number of people who have the right to receive drugs on free and

preferential terms, people AUBRRI s
Number of laboratory-instrumental diagnostic studies carried out during 713763 701232
prenatal and postnatal monitoring of pregnant women, volume

The amount spent on the event (thousand AMD) 27857528.79 | 29,637,005.3

In the year 2022, there were a total of
3,116,867 individuals registered with primary
healthcare organizations. Among them, 2,398,978
individuals (constituting 76.9%) were 18 years old
and above, while 717,889 individuals (comprising
23.1%) were children under the age of 18. This
registration process aligns with the established
procedure outlined in the decision of the Republic of

Armenia's government, wherein the population of
Armenia is registered with a primary healthcare
provider within the appropriate ambulatory-
polyclinic organization. Consequently, the number
of beneficiaries registered across various outpatient-
polyclinic organizations may exhibit significant
variations.

Table 2. The number of beneficiaries registered in ambulatory polyclinic organizations [7]

Serving ambulatory polyclinic organization Population reg1.st.e red by .the .ambulatory
polyclinic organization

"Armenia" Republican Medical Center CJSC 47789
Natalie Farm Ltd. Astghik Medical Center 27500
Polyclinic No. 19 CJSC 68547
Polyclinic No. 8 CJSC 37065
Polyclinic No. 20 CJSC 32263
Polyclinic No. 17 CJSC 43339
Polyclinic No. 16 CJSC 18346
Polyclinic No. 12 CJSC 35532
Canard Ltd., Davidian’s polyclinics 1299

The count of beneficiaries registered within
specific outpatient-polyclinic organizations holds
significance as it serves as a crucial metric. This is
because the calculation and funding of contracted

amounts for out-of-hospital medical care and service
programs hinge on the actual number of individuals
registered in these organizations.

Table 3. The main forms of financing outpatient medical care and service [5]

Outpatient medical care and service contract volumes

For projects funded on a per capita basis

e limited budget principle
e the number of registered residents and the product
of the approved annual norm per resident

Other (not funded on a per capita basis)

from the volumes of actual works of previous years

This implies that the funding allocated to
ambulatory medical organizations is determined
based on an established annual norm per resident,
irrespective of whether that resident seeks medical

care during the year, their location within the
country, or other factors. However, this funding
approach does not consider the actual utilization rate
of healthcare services by the population.
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30000 57930
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20000 18121}
15000 12247.5
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0
1990 1995 2000 2005 2010 2015 2020 2021 2022
B Number of primary health care visits | 27930 18121.5 7803.6 7731 11595.6 12247.5 10300.5  11013.6 11124.7
B Qutpatient attendances 24618.2 163553 67254 6773 10401.7 11127.8 9206.3 9931.1 101854

Figure 1. The activities of RA out-hospital and narrow professional medical care organizations

As illustrated in Figure 1, while there has been
a relative increase in the number of visits to primary
healthcare compared to 2005, it's noteworthy that

E=== Number of primary health care visits

the attendance in 2022 was 15% lower than in 2015.
In 2022, outpatient visits accounted for 91.55% of
the total visits, with 3.2% attributed to home visits.

E=== Average number of primary health care facilities and narrow professional visits per 1 population

9
8 7.8 7'6
=
=
7 =
=
6 &
s E 4.8 4N
= =
4 = =
= =
O — =
= =
: B =
= =
= ==
1 = ==
= | — |
0 = E%

1990 1995

2000

2005

201

2 per. Mov. Avg. (Number of primary health care visits)

35 . 3735 3.5
i

% % = ==
£ = %

EE = ==
= L=

E == ==

= = =

0 2015 2020 2021 2022

Figure 2. Average number of visits to primary health care per one resident, 1990-2022 [7].

In 2022, the average number of visits per
resident to primary healthcare facilities was 3.7,
indicating that, on average, each resident sought
primary healthcare services approximately 3.7
times. The annual average normative cost per
resident is determined by taking into account the
normative population of the serviced area and
considering the demographic breakdown by age and
gender. Projected costs are calculated separately for
registered children under the age of 18 and
population groups aged 18 and older. Furthermore,
the annual expense norms are derived through
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categorizing  expenditures, including salaries,
pharmaceuticals, medical supplies, utility costs, and
other economic expenses.

In polyclinics that offer primary healthcare
services, the institution receives AMD 3,048 for
every registered resident who is 18 years of age and
older, while AMD 6,096 is provided for each
registered child under the age of 18. Additionally,
the state allocates 282 drams for each specialized
medical care and service cabinet (typically five main
cabinets) within these primary healthcare polyclinics
[13].



In the course of our research, we examined the
financial statements of 46 primary healthcare
service providers to assess their performance in
2021 [6]. Our calculations have revealed that the
primary source of income for these institutions
largely stems from the revenue generated through
services provided as part of the state mandate.

It's important to emphasize that within the
financial makeup of primary healthcare service
providers lacking other sources of income or assets,
state funding constitutes a substantial proportion,
averaging around 85%. Notably, only “Diagnostics”
OJSC and “Arinterlev” LLC (“Vardanants” Medical

AVERAGE: =

Clinic) recorded 83% and 89%, respectively, of their
revenue coming from paid services. Additionally, it's
worth noting that particularly in regional areas, the
reliance on state funding can reach up to 100% in
institutions delivering primary healthcare services
(e.g., “Tsaghkahovit” Medical Clinic-96.6%,
“Vanadzor” No. 3  Polyclinic PP-96.67%,
“Byurakan” Medical Clinic CJSC-100%, Andranik
Petrosyan Byureghavan City Polyclinic CJSC-
98.18%, and others).

Furthermore, we conducted an analysis of the

Diagnostika BM OJSC

CPA GRATIA MVC LLC

Polyclinic named after Karlen Yesayan CJSC

Vanadzor Polyclinic No. 3, PJSC

Polyclinic No. 12 CJSC

Polyclinic No. 13 CJSC

Children's Polyclinic No. 9 CJSC

New Arabkir AK CJSC

Polyclinic No. 8 CJSC

Byurakan Medical Clinic CJSC

Arshakunyats Polyclinic CJISC

City Polyclinic of Byureghavan named after..

Ararat Mother and Child Sanatorium

Gyumri V. Abajyan Family Medicine Center CJSC

Noragavit Polyclinic CJSC

Polyclinic No. 16 CJSC

Polyclinic No. 4" CJSC

Polyclinic No. 15 CJSC

Polyclinic No. 20 CJSC

Polyclinic No. 5" CJSC

Sari District Polyclinic CJSC

Gyumri No. 1 Polyclinic CJSC

MASTER FARM LTD

0.000
B Proportion of other expenses
B Proportion of costs for taxes and other mandatory fees
B Proportion of vehicle costs
Proportion of utility bills

B Proportion of salary costs

expenditure  structure  within these primary
healthcare service institutions.
20.000 40.000 60.000 80.000 100.000

B Depreciation expense ratio

Share of administrative and office expenses

B Proportion of travel and representation expenses

B Cost-sharing for drugs and medical supplies

Figure 3. The share of basic expenditure items in total expenditures in institutions providing primary care services,
2021 (Calculated and compiled by the authors based on the 2021 financial reports of primary health care service
providers)
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Figure 3 reveals that the bulk of expenses in
primary healthcare service institutions are attributed
to salaries, comprising an average of 58%, which
includes salaries earned from delivering paid
services. Additionally, medicines and medical sup-
plies account for an average of 26.2% of expenses.

Pezuon u mup, 2024, Ne 1(50)

In these examined primary healthcare service
institutions, when we factor in the portion of salary
costs related to the state mandate, we observe that
this figure averaged 93.4%.

Table 4. Comparison of norms of ambulatory-polyclinic medical care and minimum norms of remuneration per resident

Annual Per each Specifi
Outpatient polyclinic medical care services rate Medical staff registered peettic
(AMD) resident FRgH

Medical care and service provided by a Regional therapist 117.5
comrppnity therapist working under normal 3048 69.88%
conditions (for persons aged 18 and over, Regional nurse 60.0
per registered resident)
Field therapist working in mountain and 3168 Regional therapist 117.5 67.2%
high mountain conditions Regional nurse 60.0 ]

surgical Doctor
Narrowly specialized medical care and cardiology 7.83
service (5 main cabinets), including each | 169 ophthalmic Nurse 4.0 84 %
cabinet otorhinolaryngology

neurological
Primary health care services in polyclinics Re(%lon? 1. 735
for children up to 18 years of age, per | 6096 pecia trician 69.88%
registered child Reglong 1.

pediatrician nurse 120

surgical
Narrowly specialized medical care and cardiology
service (5 main cabinets), including each | 282 ophthalmic Doctor 84 %
cabinet otorhinolaryngology | 13.05

neurological Nurse 6.67

Salary expenses for doctors, middle-tier, and
junior medical staff are determined by multiplying
the normative population figures within the service
areas by per capita rates sanctioned by the Minister.
For other personnel, essential drugs, and medical
supplies necessary for the functioning of the clinics,
as well as utility and operational expenses, calcu-
lations are made using either the actual figures or
normative data from previous years. Additionally,
the costs to maintain a single clinic for all programs
or services funded based on the population size they
serve are set at the same rate for the optimal
population being served.

Consequently, in the context of primary
healthcare, for individuals aged 18 and above, the

salary for a family doctor is 117.5 AMD per
registered adult resident, and for a nurse, it is 60
AMD. For children under the age of 18, these
figures are 235 AMD for a family doctor and 120
AMD for a nurse.

Analyzing the breakdown of the salary fund as
presented in the financial reports reveals that, on
average, approximately 46.2% of the fund is
allocated to doctors' salaries, 35.8% is designated
for middle and junior medical staff, and the
remaining 18% is directed towards compensating
administrative and economic personnel.

Table 5. Average cost structure of institutions providing primary care services and their share in state funding, 2021, %

Their specific weight in state
Average cost structure funding

Salary costs 58 93.4

Medicines and medical supplies costs 26.2

Utility bills 2.7

Travel and representation costs 1.4 6.6

Vehicle costs 0.5

Administrative and office expenses 1
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Taxes and other mandatory fees

2.6

Depreciation expenses

1.8

Other expenses

5.8

Upon scrutinizing the financial records of
healthcare facilities and juxtaposing them with the
labor compensation norms, it becomes apparent that
a substantial portion, specifically 50-60%, of the
institution's expenditures are indeed allocated to the
salary fund. It is important to note that in this
context, it is challenging to distinguish between the
portion of the salary fund derived from state funds
and that generated from paid services. However, if
we narrow our focus to primary healthcare
institutions that solely rely on state funding, the
salary fund index averages at an impressive 93.4%.

Table 5 summarizes the cost components of the
norm calculated per capita. The determination of
prices for medical care and healthcare services,
insurance amounts, and premiums under free and
preferential conditions guaranteed by the state in the
Republic of Armenia is governed by Government
Order No. 2004.318-N dated March 4, 2004. This
process is carried out within the budgetary limits
allocated by the Republic of Armenia's state budget
for relevant health sector programs. The pricing is

based on medical and economic guidelines endorsed
by the Minister of Health. In cases where these
guidelines are unavailable, the pricing is determined
through actuarial calculations and may consider
proposals from medical centers, professional
associations, and public organizations.

In the course of this research, we examined the
prices listed in Annex 1 of Minister of Health Order
No. 240-L. To evaluate the appropriateness and
comparability of these established prices, we
collected cost calculations for medical services
offered on a fee-for-service basis, particularly in
primary health care institutions. To assess their
fairness, we also compared these prices with market
rates for similar services.

For gathering average market prices, we
reviewed the current price lists of various healthcare
providers, including Vardanants Medical Center,
Dialab, Ecosens, Davidyants Laboratories, Center
for Medical Genetics and Primary Health Care,
Normed, and Slavmed, for the month of September
2023.

Table 6. Calculation of the cost of medical services provided on a paid basis in primary health care institutions and the
proportion of costs

Determin
General General .
ation of | General Sonogra | General
blood test | blood test . X-ray . .
without with blood examina (30x40 phl(') examinati
leucofor- Jeucofo- group and | tion of i) examina | on of the
mula rmula resource urine P tion phlegm
factor
Salary 350 700 700 525 1750 1750 700
Materials, utilities,
depreciation and 370 745 695 560 1565 1400 795
other expenses
Taxes: 80 155 155 115 385 350 155
Profit 200 400 450 300 1300 1500 350
PRICE 1000 2000 2000 1500 5000 5000 2000
Salary (%) 35.00 35.00 35.00 35.00 35.00 35.00 35.00
Materials and other 37.00 37.25 3475 | 3733| 3130| 28.00 39.75
costs (%)
Taxes (%) 8.00 7.75 7.75 7.67 7.70 7.00 7.75
Profit (%) 20.00 20.00 22.50 20.00 26.00 30.00 17.50

As indicated in Table 6, a significant portion,
approximately 35%, of the expenses associated with
services provided on a fee-for-service basis within
primary healthcare institutions is allocated to the
salary fund. Procurement of materials and supplies
required for service provision typically occurs
through public procurement procedures, and these

costs, along with utility bills and other expenditures,
collectively constitute about 37-40% of the total
expenses.

It's noteworthy that paid services make up a
relatively small portion of the constants in primary
healthcare in the Republic of Armenia. This is
primarily due to the population's preference for
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more specialized institutions when seeking paid
services. Reasons for this preference include time-
saving, receiving results in digital formats, and other
factors.

Pezuon u mup, 2024, Ne 1(50)

To facilitate a comparison between the prices of
medical services and examinations with market
rates, we conducted a juxtaposition of the prices for
research and services within primary healthcare
against the average market prices.

Table 7. Comparison of outpatient medical prices with market prices

Self-value
(wages, material

Types of research and costs and ofher

services

costs)

General blood test without
leucoformula (with 720
determination of at least
three components per person)
General blood test with 1445
leucoformula
Bacteriological investigation

1495
of phlegm
X-ray, tape 30X40 3310
Sonographic examination
(cost per case, regardless of 3150

the number of locations)

As Table 7 illustrates, the prices established for
outpatient medical care, categorized by types of
research and services, are notably low and fall
considerably below the rates charged for
comparable services in specialized laboratories and
medical centers. Additionally, it's important to
acknowledge that the relatively affordable
availability of used equipment and materials
contributes to the lower pricing of paid services
within the primary healthcare sector.

Conclusion

The research findings reveal that some of the
norms for ambulatory medical care established for
outpatient healthcare in the Republic of Armenia
(RA) are utilized in the financing process of
outpatient medical care. The per capita rate is only
differentiated based on age (children and adults) and
geographic location, with higher rates in
mountainous regions. However, the norm lacks
diversification by age, risk groups, patient
characteristics, or other criteria.

The results of the conducted research show that
comparing the prices of laboratory-instrumental
research and services with similar services provided
on a paid basis showed that these prices are
significantly lower than the average market prices,
are generally not updated, do not take into account
new medical equipment, consumables usage etc. In
addition, these are purely informative, as these
institutions are funded not according to the number
of researches and services performed, but according
to the overall performance.

Prices of fee-

Outpa‘uent based services Average
medical care T market
(D) health care price
490 1000 1750
1050 2000 3000
1600 2000 7100
2900 5000 7500
3300 5000 12000

In order to improve the quality and efficiency
of primary care, incentives for primary care
providers should be strengthened so that primary
care providers take more responsibility for patient
care. This includes adjusting the standard rate for
risk or patient needs and introducing certain
performance-based components to primary care
reimbursement.
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