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Abstract: This report is intended to identify and summarize the key elements of the existing 

hospital system in Albania with an emphasis on the funding of hospitals and the factors that 

affect funding. The report is intended also to offer some analysis and assessment of the 

findings. It will create a basis for the next report which is to identify the options of hospital 

funding and the final report which is to offer recommendations, strategies and timelines for 

changes that might be pursued. The figures and costs used in the report have not been 

researched for a high degree of accuracy due to differences in reporting but also since the 

focus of this assignment is on the concepts and strategies for hospital funding which do not 

require accuracy of numbers. 
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Introduction 

The health of a population is dependent on several factors including economic well being, 

housing and transportation as well as education and other social factors [1]. Preventive 

measures including immunization, pre and post natal care, and reduced use of tobacco, drugs 

and alcohol, many of which are influenced most by the primary health care system are also 

important. Acute hospital and medical care contribute to overall health to a lesser extent but 

represent the largest component of the cost of a health care system. Because hospital care is 

the most expensive component of health spending, funds allocated to this purpose require 

greater diligence to ensure value for money [2]. This diligence requires an appropriate 

funding model, good information, strong management and an ability to be responsive to 

patient needs. Stewardship of hospital spending requires that hospitals deliver services 

efficiently, that services only be delivered when they are necessary to the patients’ care, and 

that underutilization and other waste be minimized if not eliminated [3]. Such goals require 

accountability, incentives and disincentives to be applied at each level of the system 

including with patients, hospital managers and staff and the funding agencies. There is 

discussion about HII being a single payer in the health system, however in addition to HII, 

there is a small but growing private hospital sector for which patients pay directly, there is 

substantial patient contribution through co payments and informal payments which are also 

out of pocket payments made by patients [4]. In reality, it is estimated that the public 
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expenditure on health care is only about 40- 50% or less of total expenditures. There is 

discussion about the HII becoming a purchaser of services rather than just a payer or 

reimbursement agency. Usually, the term purchaser implies a couple of things. One, it 

implies that there is the option of not purchasing services if they are inappropriate, too 

expensive, of substandard quality or for other reasons. In fact, in Albania, at least at the 

present time, it does not seem possible to make a decision to stop payment to one of the 

hospitals in whole or in part because the only recourse for Situational Analysis - Report 1 

December 5, 2011 Page 7 the hospital would be to stop paying employees or to reassign them 

[5]. Neither option is currently permissible. The other implication of being a purchaser of 

hospital services is that the purchaser has the option of buying the service elsewhere. While 

the person going out to buy eggs at a grocery store may choose to go to a different vendor to 

find a cheaper product or a fresher product, there are very few providers of health care 

especially in the public system. It is not feasible to stop buying from a public hospital into 

which there has been years of investment, in order to develop another public hospital or to 

begin purchasing from the private sector. Restructuring an existing hospital that is deemed 

deficient is the only real option [6]. The only practical role for the HII is to find ways to 

reimburse hospitals for services for which they are contracted and to continuously create 

incentives for improved patient care and better performance and to take other steps to ensure 

that they obtain the best quality and most appropriate care for the patient as is possible for the 

funds available [7].  The system should also generate the appropriate number and type of 

services for the population served. In most countries, this requires control on the continuous 

increase in services. In Albania, the objective in the next several years is to increase the 

delivery and use of hospital services to meet a currently unrealized demand. If patient care 

can be improved, it is possible that the public sector hospital services will generate 

confidence among the population in the public health sector which in turn will increase the 

enrolment in the HII by the population which in turn will increase the sustainability of the 

system [8]. Another benefit of improved public hospital care is to make it more difficult for 

private sector hospitals to compete. Private hospitals in most countries can be successful 

because they deliver a better quality of care than public hospitals and they can do so at a price 

to the patient which is justifiable for the added value [1].  In some cases, the private hospital 

sector must rely on the perception of the public that their quality is better than in the public 

hospitals. Having said this, it is not recommended that private hospitals or private clinics be 

put out of business because they certainly have a role and if nothing else, they often will set a 
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standard of health care that should be sought by the public sector [10]. The objective should 

be to try to minimize the gap in quality between the public and the private sectors. 

Results 

Health care funding is managed through the Ministry of Finance with about 75% of revenue 

coming from general taxation and 25% coming from contributions to health insurance. 

Contributions are paid by the formal workforce. Hospitals in Albania are currently funded by 

the HII on a flow through process with the money coming from the Ministry of Health. This 

process began in 2009 and almost all the funds are passed on. Officially, the HII may hold 

back up to 10% of the total for allocation during the year but in reality very little is available 

to be withheld [1]. The budgets of hospitals are determined by the Ministry of Health on an 

historical basis using previous years’ allocations with possible adjustments for salary 

increases and inflationary costs.  Table 1 shows the occupancy data for the year 2018 for the 

regional hospitals. 

The budgets are allocated with amounts for salaries, insurances (benefits such as health 

premiums paid on behalf of employees by employers), drugs and other materials. The 

hospitals are not permitted any significant latitude in being able to transfer funds from one 

budgetary category to another. Indeed, even within the salaries budget, there is limited ability 

to transfer individuals, positions or salary funds from one area of the hospital to another [12]. 

In addition to budgets received from HII, hospitals have sources called secondary income. 

This includes funds from the following sources: 

Table 1. Regional hospital budget 2018. Occupancy data 

  Region 

Number 

of Beds 

Effective 

Beds in 

Use 

Adjusted 

Bed 

Numbers 

Beds 

per 

1000 

Pop 

Adjusted 

Beds per 

1,000 

Pop 

Budget 

Levels 

2011 

Budget 

per 

Bed X 

,000 

Lek 

Budget 

per 

Adj'd 

Bed X 

,000 

Lek 

Population 

Of Region 

Budget 

per 

Pop X 

,000 

Lek 

1 Shkoder 560 169.5 250 1.7 0.8 819950 1464 3279.8 325561 2.5 

2 Kukes 366 131.3 180 3.3 1.6 448990 1227 2494 109858 4.1 

3 Diber 518 262.7 380 2.6 1.9 630700 1218 1660 199968 3.2 

4 Lezhe 313 154.3 230 1.5 1.1 524870 1677 2282 205113 2.6 

5 Durres 514 235.4 375 1.1 0.8 957460 1863 2553 481683 2.0 

6 Elbasan 710 266.3 375 1.7 0.9 929100 1309 2478 428624 2.2 

7 Fier 582 198 300 1.3 0.7 892865 1534 2976 460057 1.9 

8 Berat 377 128.9 160 1.8 0.8 571800 1517 3574 208224 2.7 

9 Korce 742 260.6 375 2.1 1.1 971040 1309 2589 345692 2.8 

10 Vlore 483 162.1 210 1.5 0.7 733900 1519 3495 319985 2.3 

11 Gjirokast
er 

365 106.7 150 2.4 1.0 494775 1356 3299 154500 3.2 

  
Total 5530 2075.8 2985 1.7 0.9 7975450 1442 2672 3239265 2.5 
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 Registration fees at hospitals. 

 Fees for all services at all levels by uninsured (those without a Health Booklet) 

 Fees for self referral (people who present at hospital without referral from their 

doctor or from a lower level hospital. 

 Copayments for examinations at tertiary hospitals (10% for insured and 100% for 

non insured; exceptions are made for World War 2 veterans and invalids from the 

war). 

 Fees collected from uninsured patients at specialty outpatient clinics. 

 Fees collected from uninsured for examinations at regional and municipal 

hospitals (free for insured). 

Essentially, as people get used to paying their premiums and getting their Booklet if they are 

actives, the revenues for HII will increase. On the other hand, as more people are insured 

with booklets and as people begin to observe the referral practices, secondary revenue will 

decrease [13]. 

Hospitals are currently permitted to keep the secondary revenue they collect and it may be 

applied as follows: 30% for investments in the hospital, 40% for operational costs such as 

goods and services and 30% may be used for rewards and bonuses for staff, based on good 

performance [14-15]. If a hospital runs a deficit or has a debt, the secondary income may be 

applied to that. Finally, secondary income may be retained by the hospital and used the 

following year unlike government funds which are recovered if unused at year end. 

Conclusions 

There have to be two major conclusions on health care and in particular hospital services in 

Albania. First, there are many difficulties to be overcome in the current system before 

changing the funding options for hospitals will be of any value. First among these is the need 

for stronger management at the hospital level and this will be dependent largely on the 

decision of the Minister of Health to establish boards of directors and enabling the boards to 

select and appoint the Hospital Directors. Accountability is required throughout the system 

but is lacking at present. Second, a number of positive steps have already been initiated 

which will make the remaining steps easier. Sustainability of the health insurance scheme is 

important. To ensure sustainability it is important to encourage greater participation rates 

which will increase revenue. Greater participation will depend on the knowledge and belief of 

the population in the quality of the system. There have been increases in the funding levels of 

HII programs in recent years. If this continues, there should be a visible increase in 
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performance and quality of staff.  If costs increase too much, the ability of the government 

and the people to cover the costs will become a concern. The next report in this assignment 

will deal with the options available for hospital funding, to be followed by the final report 

which will provide a number of recommendations and strategies to proceed, along with 

timing suggestions. 
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