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Executive summary

Introduction

The global financial crisis that began in 2007 can be classified as a health
system shock — that is, an unexpected occurrence originating outside the
health system that has a large negative effect on the availability of health
system resources or a large positive effect on the demand for health services.
Economic shocks present policy-makers with three main challenges:

e Health systems require predictable sources of revenue with which to plan
investment, determine budgets and purchase goods and services. Sudden
interruptions to public revenue streams can make it difficult to maintain
necessary levels of health care.

e  Cuts to public spending on health made in response to an economic
shock typically come at a time when health systems may require more,
not fewer, resources — for example, to address the adverse health effects
of unemployment.

e Arbitrary cuts to essential services may further destabilize the health
system if they erode financial protection, equitable access to care and the
quality of care provided, increasing health and other costs in the longer
term. In addition to introducing new inefficiencies, cuts across the board
are unlikely to address existing inefficiencies, potentially exacerbating the
fiscal constraint.

In 2009, WHO's Regional Committee for Europe adopted a resolution
(EUR/RC59/R3) urging Member States to ensure that their health systems would
continue to protect and promote universal access to effective health services
during a time of economic crisis. To date, there has been no systematic cross-
country analysis of health policy responses to the financial crisis in Europe,
although some overviews of health system responses to the crisis have been
published. This policy summary aims to address a gap in the literature by
presenting a framework for analysing health policy responses to economic
shocks; summarizing the results of a survey of health policy responses to the
financial crisis in the European Region’s 53 Member States; and discussing
the potential effects of these responses on health system performance.

Understanding health policy responses to the financial crisis

When confronted by an economic shock affecting the health sector, policy-
makers may decide to maintain, decrease or increase current levels of public
expenditure on health. With each option they could also reallocate funds within
the health system to enhance efficiency. A range of tools can be used to alter
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expenditure levels, categorized under the following policy domains: the level
of contributions for publicly financed care; the volume and quality of publicly
financed care; the cost of publicly financed care.

In making decisions about which tools to use, policy-makers need to consider
the impact of proposed reforms on the attainment of health system goals.
Achieving fiscal balance is likely to be important in the context of a financial
crisis but generally it is not regarded as a primary goal of the health system —
on a par with or overriding health policy goals such as health gain or financial
protection — since, if it were, it could be achieved by cutting public spending on
health without regard for the consequences. This stands in contrast to the goal
of efficiency. The purpose of trying to increase efficiency in the health sector is to
maximize outcomes for a given level of public resources devoted to health care.

Governments’ responses exist in a context of broader constraints and
opportunities within and external to the health system. Public policy responses
to economic shocks should vary according to the nature of the shock. The crisis
has had devastating consequences for some countries in Europe, particularly
those with high levels of pre-existing debt and deficit, which have found it
difficult to borrow to sustain public spending. Inability to obtain affordable
credit or to generate revenue through taxation severely constrains a highly
indebted country’s fiscal space, leaving it with little option but to cut public
spending. Political preferences may also influence public policy responses.

Survey results

The results of the survey suggest that the response to the crisis across the
European Region varied considerably across health systems and, in part,
depended on the extent to which countries experienced a significant downturn
in their economies. Some countries introduced no new policies, while others
introduced many. Some health systems were better prepared than others due to
fiscal measures they had taken before the crisis, such as accumulating financial
reserves. There were many instances in which policies planned before 2008
were implemented with greater intensity or speed as they became more urgent
or politically feasible in face of the crisis, particularly the restructuring of
secondary care. There were also cases where planned reforms were slowed
down or abandoned in response to the crisis.

Policies intended to change the level of contributions for publicly
financed health care

Several countries reported cuts in the national health budget in response to the
financial crisis. In some countries, cuts were partly caused by rising unemployment
which reduced revenue from social insurance contributions. In a few cases,
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social insurance revenues and expenditures continued to increase, in part due
to the counter-cyclical contribution rate paid by the state for economically
inactive people. Several countries increased or instituted user charges in
response to the crisis. In contrast, others reported expanding benefits.

Policies intended to affect the volume and quality of publicly financed
health care

In general the statutory benefits package and the breadth of population
coverage were not radically changed following the financial crisis but some
reductions were made, usually at the margin. In terms of policies to reduce
demand for health services, several countries increased taxes on alcohol and
cigarettes, but very few pursued health promotion policies such as healthy
eating, exercise and screening in response to the crisis. Only one country
increased waiting times as an explicit response to the crisis, although waiting
times may also be increasing elsewhere as an indirect result of other health
policy reforms.

Policies intended to affect the costs of publicly financed health care

Many countries introduced or strengthened policies to reduce the price of
medical goods or improve the rational use of medicines. In most cases these
policies were part of ongoing reforms. The crisis increased efforts to negotiate
pharmaceutical prices in some national markets.

Some countries reduced the salaries of health professionals, froze them,
reduced their rate of increase or used other approaches to lower salaries.
Several countries reduced the health service prices paid to providers or linked
payment to improved performance to realize efficiency gains and contain costs.
Several governments are restructuring their Ministry of Health, statutory health
insurance funds or other purchasing agencies in an attempt to increase
efficiency and reduce overhead costs.

In many countries, the economic crisis created an impetus to speed up the
existing process of restructuring the hospital sector through closures, mergers
and centralization, a shift towards outpatient care and improved coordination
with or investment in primary care.

Conclusions

The survey results indicate that European Region countries have employed
a mix of policy tools in response to the financial crisis. Some countries seem
to have used the crisis to increase efficiency, although little has been done
to enhance value through policies to improve public health, which is a
missed opportunity.

vii



Policy summary

viii

Policies to secure financial sustainability in the face of the financial crisis, and
to improve the health sector’s fiscal preparedness for financial crises, should
be consistent with the fundamental goals of the health system.

To risk over-simplifying, policy tools likely to promote health system goals
include: increased risk pooling; strategic purchasing, where contracts are
combined with accountability mechanisms including quality indicators, patient-
reported outcome measures and other forms of feedback; health technology
assessment to assist in setting priorities, combined with accountability,
monitoring and transparency measures; controlled investment in the health
sector, particularly for health infrastructure and expensive equipment; public
health measures to reduce the burden of disease; price reductions for
pharmaceuticals combined with cost-effectiveness evidence and other
measures to promote rational prescribing and dispensing; shifting from
inpatient to day-case or ambulatory care, where appropriate; integration and
coordination of primary care and secondary care, and of health and social care;
reducing administrative costs while maintaining capacity to manage the health
system; fiscal policies to expand the public revenue base; counter-cyclical
measures, including subsidies, to protect access and financial protection,
especially among poorer people and regular users of health care; and, outside
the health sector, active labour market programmes and social support services
to mitigate some of the adverse effects of economic downturns.

Policy tools that risk undermining health system goals include: reducing the

scope of essential services covered; reducing population coverage; increases
in waiting times for essential services; user charges for essential services; and
attrition of health workers caused by reductions in salaries.

The discussion highlights the trade-offs involved in any policy decision. These
trade-offs should be understood and made explicit so that decision-makers
can openly weigh evidence against ideology in line with societal values. Policy
decisions should be guided by a focus on enhancing value in the health system
rather than on identifying areas in which cuts might most easily be made.
Viewing fiscal balance as a constraint to be respected, rather than as an
objective in its own right allows decision-makers to shift the terms of debate
away from balancing the budget at any cost towards an emphasis on
maximizing the health system’s performance.
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Key messages

Economic shocks present policy-makers with three main challenges:

—  Health systems require predictable sources of revenue. Sudden
interruptions to public revenue streams can make it difficult to
maintain necessary levels of health care.

—  Cuts to public spending on health made in response to an economic
shock typically come at a time when health systems may require
more, not fewer, resources — for example, to address the adverse
health effects of unemployment.

—  Arbitrary cuts to essential services may further destabilize the health
system if they erode financial protection, equitable access to care and
the quality of care provided, increasing costs in the longer term. In
addition to introducing new inefficiencies, cuts across the board are
unlikely to address existing inefficiencies, potentially exacerbating
the fiscal constraint.

The response to the crisis across the European Region varied across
health systems. Some countries introduced no new policies, while

others introduced many. Some health systems were better prepared than
others due to fiscal measures they had taken before the crisis, such as
accumulating financial reserves. There were many instances in which
policies planned before 2008 were implemented with greater intensity
or speed as they became more urgent or politically feasible in face of the
crisis. There were also cases where planned reforms were slowed down
or abandoned in response to the crisis.

European Region countries employed a mix of policy tools in response to
the financial crisis. Some of the policy responses were positive, suggesting
that some countries have used the crisis to increase efficiency. The breadth
and scope of statutory coverage was largely unaffected and in some cases
benefits were expanded for low-income groups. However, some countries
reduced the depth of coverage by increasing user charges for essential
services, which is a cause for concern. Little was done to increase
efficiency through policies to improve public health.

Policies to secure financial sustainability in the face of the financial crisis,
and to improve the health sector’s fiscal preparedness for financial crises,
should be consistent with the fundamental goals of the health system.

To risk over-simplifying, policy tools likely to promote health system goals
include: risk pooling; strategic purchasing; health technology assessment;
controlled investment; public health measures; price reductions for
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pharmaceuticals combined with rational prescribing and dispensing;
shifting from inpatient to day-case or ambulatory care; integration and
coordination of primary care and secondary care, and of health and social
care; reducing administrative costs while maintaining capacity to manage
the health system; fiscal policies to expand the public revenue base; and
counter-cyclical measures, including subsidies, to protect access and
financial protection, especially among poorer people and regular users

of health care.

e  Policy tools that risk undermining health system goals include: reducing
the scope of essential services covered; reducing population coverage;
increases in waiting times for essential services; user charges for essential
services; and attrition of health workers caused by reductions in salaries.

e Where the short-term situation compels governments to cut public
spending on health, the policy emphasis should be on cutting wisely to
minimize adverse effects on health system performance, enhancing value
and facilitating efficiency-enhancing reforms in the longer run.
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1 Introduction

The global financial crisis that began in 2007 can be classified as a health
system shock — that is, an unexpected occurrence originating outside the health
system that has a large negative effect on the availability of health system
resources or a large positive effect on the demand for health services. Economic
shocks present three risks which health policy-makers need to contend with.
First, health systems require predictable sources of revenue with which to plan
investment, determine budgets and purchase goods and services. Sudden
interruptions to public revenue streams can make it difficult to maintain necessary
levels of health care. Second, cuts to public spending on health made in response
to an economic shock typically come at a time when health systems may require
more, not fewer, resources — for example, to address the adverse health effects
of unemployment (see Box 1). Third, the nature of the health policy response

to an economic shock may further destabilize the health system, particularly if
arbitrary cuts to essential services erode financial protection, equitable access

to care and the quality of care provided, increasing health and other costs and
exacerbating the fiscal constraint.

In 2009, WHO's Regional Committee for Europe adopted a resolution
(EUR/RC59/R3) urging Member States to ensure that their health systems
would continue to protect and promote universal access to effective health
services during a time of economic crisis (WHO Regional Office for Europe,
2009). The resolution built on momentum created by the 2008 Tallinn Charter,
which noted that health systems promoted both health and wealth; that
investment in health was an investment in future human development; and
that well-functioning health systems were essential for any society to improve
health and attain health equity (WHO Regional Office for Europe, 2008). More
recently, WHO has addressed the challenge of sustaining equity, solidarity and
health gain in the context of the financial crisis, highlighting the diversity of
health policies pursued by Member States in response to budgetary pressures
(WHO Regional Office for Europe, 2011b).

To date, there has been no systematic cross-country analysis of health policy
responses to the financial crisis in Europe, although some overviews of health
system responses to the crisis have been published (Schneider, 2009; European
Commission & Economic Policy Committee (AWG), 2010; Doetter and Gotze,
2011; European Hospital and Healthcare Federation, 2011; WHO Regional
Office for Europe, 2011b; European Federation of Nurses Associations, 2012).
This policy summary aims to address a gap in the literature by presenting a
framework for analysing health policy responses to economic shocks;

! In addition, an article based on an earlier draft of this policy summary has been
published (Mladovsky et al., 2012).
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summarizing the results of a survey of health policy responses to the financial
crisis in the European Region’s 53 Member States; and discussing the potential
effects of these responses on health system performance.

Box 1. Effects of economic downturns on health

Research on health during the Great Depression in the United States in 1929-
1937 showed that while suicides rose, overall mortality fell due to a decrease

in infectious diseases and road-traffic accidents (Fishback, Haines & Kantor, 2007).
A recent study using city- and state-level mortalities by cause shows that, apart
from rises in suicides and falls in road-traffic deaths, overall mortality changes
were unrelated to the depression itself (Stuckler et al., 2011a).

The recession following the collapse of the Soviet Union in the early 1990s had
devastating consequences for population health across the region, with mortality
increases of up to 20% in some countries. The pace of transition, including mass
privatization and the absence of a social safety net in some of the countries,
extensively affected life expectancy rates (Stuckler, King & McKee, 2009). Many
ex-communist countries regained their pre-transition life expectancy levels only
two decades later. The adverse consequences of rapid economic reforms were
found to be lower in countries in which many people were members of social
organizations such as trade unions, religious groups or sports clubs (Stuckler,

King & McKee, 2009).

Countries affected by the South East Asian economic crisis of the 1990s adopted
different recovery strategies. Thailand and Indonesia, which reduced spending on
social protection, experienced short-term increases in mortality, while Malaysia
managed to sustain social protection programmes and showed no obvious change
in death rates (Waters, Saadah & Pradhan, 2003; Hopkins, 2006; Chang et al., 2009).

These examples show how health outcomes following recession may differ, in
part depending on the context and causes of the crisis, but also depending on
a country’s response.

A series of studies using aggregate-level data have suggested that health might
not be affected by economic downturns in high-income countries, as mortality
tends to fall when the economy slows down and rise when the economy speeds
up (Ruhm, 2000, 2003, 2008; Gerdtham & Ruhm, 2006). This effect has been
observed at least in the short run, with the extent of the effect varying
substantially for different age groups (Joyce & Mocan, 1993), sexes (Chang

et al., 2009) and diseases (Waters, Saadah & Pradhan, 2003), and the results

are somewhat sensitive to the indicators used to measure economic change
(Gerdtham & Johannesson, 2005; Svensson, 2007; Economou, Nikolau &
Theodossiou, 2008; Stuckler, Meissner & King, 2008). Noting the counterintuitive
nature of these findings (Catalano & Bellows, 2005), researchers have suggested
that recessions may have a positive impact on health because increased leisure
time allows people to engage in health-enhancing activities such as exercise,

or to cut down on over-consumption of food and alcohol.
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However, other research shows that economic downturns pose clear risks to
health due to suicides and alcohol-related mortality (Stuckler et al., 2009; Stuckler,
Basu & McKee, 2010; Suhrcke et al., 2011). These studies also find that adverse
effects can be partly mitigated by providing job reintegration programmes and
support to families during periods of economic instability, as well as maintaining
regulation of the alcohol industry to avoid hazardous drinking as a coping
mechanism. Where such measures have been in place, the health benefits of
economic crises, such as declining road-traffic accidents as people drive less, tend
to outweigh the risks, improving population health, at least in the short-term.

In summary, while additional research is needed to understand the longer-term
and indirect effects of economic crises on health and health systems, some
evidence from previous economic downturns suggests that recession, especially
accompanied by increases in unemployment, is damaging to public health
(Kaplan, 2012; McKee, Basu & Stuckler, 2012). Maintaining spending on social
protection, particularly on active labour market programmes, is likely to reduce
negative effects on health.

Given the long delays in publishing mortality data in many countries, only
preliminary conclusions can be drawn about the effects of the current crisis in
Europe. However, research to date confirms a sharp rise in suicides in the countries
worst affected and a fall in deaths from road-traffic accidents, most notable in
countries where initial accident levels were highest (Stuckler et al., 2011b).

More detailed evidence emerging from Greece, the European country that has
been hardest hit by the financial crisis, points to a worsening of mental health
status in the past two years (Economou et al., 2011; Madianos et al., 2011);
self-reported general health has also deteriorated since the start of the crisis

and there has been a significant increase in the number of people who felt they
needed health care, but did not access it (Kentikelenis et al., 2011); the number
of new HIV cases among injecting drug users (IDU) has risen dramatically, thought
to be caused by reduced service provision (EMCDDA & ECDC, 2011).

2 Understanding health policy responses to the
financial crisis

Fig. 1 depicts a framework for describing possible health policy responses

to health system shocks. The framework has three main dimensions: health
expenditure options, policy domains and outcomes. First, when confronted by
an economic shock affecting the health sector, policy-makers may decide to
maintain, decrease or increase current levels of public expenditure on health.
With each option they could also reallocate funds within the health system to
enhance efficiency.
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Fig. 1. Health policy responses to the financial crisis and other economic shocks

Health . .
expenditure Policy domains Outcomes
Cut Financing/

contributions

Increase - -
Volume and quality Effect on health
of services system goals
Maintain _ _
Costs
Reallocate

1 1 1

| Financial crisis and other constraints/opportunities

Second, a range of policy tools within three main policy domains can be used
to alter expenditure levels. These can be categorized as:

e the level of contributions for publicly financed care (the size of the national
health budget, social insurance contributions and transfers from the health
budget, aspects of fiscal policy such as earmarking taxes for health, shifting
to private expenditure on health in the form of user charges or private
health insurance);

e the volume and quality of publicly financed care (the statutory benefits
package, population coverage, non-price rationing in the form of
waiting times);

e the cost of publicly financed care (the price of medical goods, health worker
salaries, payments to providers, overhead costs, service reconfiguration).

In many cases, policies will affect more than one of these factors. For example,
altering the price of medical goods will not only change the unit cost of care;
it may also change the volume of medical goods provided and the level of
contributions, if user charges are involved.

Third, when making decisions policy-makers need to consider the impact of any
proposed reforms on the attainment of health system goals. Health system
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goals can be articulated in many ways; different policy documents put forward
a range of goals (see WHO, 2000, 2010; Figueras, Lessof & Srivastava, 2006;
Kutzin, 2008):

e health status: improving health outcomes and health service outcomes

e financial protection: ensuring people do not suffer financial hardship
when using needed health care

e efficiency: maximizing health gain from given resources and avoiding
waste, enhancing value by ensuring benefits outweigh costs

e equity: ensuring health services are distributed in relation to need and
contributions are set according to capacity to pay

e quality: combines clinical effectiveness with patient experience and
therefore captures safety, effectiveness, accessibility, acceptability

e responsiveness: meeting people's legitimate non-health expectations
about how the health system treats them

e  transparency: providing reliable information about features of the health
system such as benefits, costs and quality

e accountability: monitoring and evaluation of performance which is
associated with tangible consequences (penalties or rewards).

Fig. 2 makes explicit the links between health care expenditure, policy tools and
goals or outcomes. Changes to expenditure should be considered in the light of
their potential impact on the attainment of health system goals. Achieving fiscal
balance is likely to be important in the context of a financial crisis but generally
it is not regarded as a primary goal of the health system — on a par with or
overriding health policy goals such as health gain or financial protection — since,
if it were, it could be achieved by cutting public spending on health without
regard for the consequences (Thomson et al., 2009). This stands in contrast to
the goal of efficiency. The purpose of trying to increase efficiency? in the health
sector is to maximize outcomes for a given level of public resources devoted to
health care (Weinstein & Stason, 1977). Efficiency gains imply achieving similar
outcomes at lower cost, better outcomes at similar cost or better outcomes at

2 Technical efficiency refers to the physical relation between resources (capital and labour)
and health outcomes: obtaining the maximum level of output for a given level of input
or a minimum level of input for a given level of output. Productive efficiency refers to
minimizing total cost for given output, or the maximization of health outcome for a
given level of cost. Allocative efficiency refers to maximizing the value of the output or
the appropriate combination of health programmes to maximize the health of society
(Palmer & Torgerson, 1999).
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greater cost, where the benefits exceed the extra cost involved (Chernew et al.,
1998; Palmer & Torgerson, 1999; Docteur & Oxley, 2003; Goetghebeur, Forrest
& Hay, 2003; Dormont, Grignon & Huber, 2005; OECD, 2006; Pammolli et al.,
2008). As we have noted, arbitrary cuts to public spending on health in
response to an economic shock may undermine health system performance by
reducing financial protection, equitable access to care and the quality of care
provided. This in turn might reduce efficiency by lowering health outcomes and
increasing health and other costs in the longer term. In addition to introducing
new inefficiencies, cuts across the board are unlikely to address existing
inefficiencies, potentially exacerbating the fiscal constraint (Kutzin, 2008;
Thomson, Foubister & Mossialos, 2009).

All three sets of responses exist in a context of broader constraints and
opportunities within and external to the health system. Public policy responses
to economic shocks should vary according to the nature of the shock. The
current economic crisis, considered by many to be the worst since the Great
Depression, was triggered by a combination of easy access to credit,
irresponsible lending and high-risk investment involving complex financial
instruments. When investment-related loans could not be repaid, the financial
instruments lost considerable value (Wade, 2009) and financial institutions and
others holding or exposed to these securities suffered massive losses. Lender
reluctance to take on further liabilities led to liquidity shortages and concerns
about the solvency of financial institutions, deepening the crisis and causing it
to extend well beyond the financial sector. Although the crisis to some extent
originated in the United States (US), it quickly spread to other countries,
resulting in bank failures, stock market crashes, drops in asset prices, negative
gross domestic product (GDP) growth, rising unemployment and, ultimately,
bailouts of entire countries.

The crisis has had devastating consequences for some countries in Europe,
particularly those with high levels of pre-existing debt and deficit, which have
found it difficult to borrow to sustain public spending. Inability to obtain
affordable credit or to generate revenue through taxation severely constrains
a highly indebted country’s fiscal space, leaving it with little option but to cut
public spending. Within the Eurozone, national inability to form independent
monetary policy also limits policy options for combating the crisis. For Greece,
Ireland and Portugal, bailout packages from the European Commission, the
International Monetary Fund (IMF) and the European Central Bank (the “troika”)
have actually mandated public sector reforms (including reforms to the health
sector) as conditionality for the receipt of funds, removing national autonomy
in some areas of public policy (Fahy, 2012).
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Fiscal space may be further constrained by a rapid increase in unemployment.
In the European Region, unemployment rates rose from 7.4% in 2008 to 8.6%
in 2009 (WHO Regional Office for Europe, 2012). Rising unemployment not
only reduces household consumption and tax revenues; it also adds to pressure
on the government’s welfare budget, as the need for unemployment and other
social security benefits, including health benefits, increases. Countries that rely
on the labour market to finance health care may find that paying social insurance
contributions for a growing number of unemployed people is another source of
fiscal pressure. Finally, political preferences may influence public policy responses
as much as the magnitude of the fiscal constraint created or exacerbated by the
economic shock.

In the context of pressure for cuts in public spending, the health sector is likely
to be affected. Research suggests that public spending on health in Europe has
tended to fall after previous economic crises, often at a faster rate than other
types of government expenditure (Cylus, Mladovsky & McKee, in press). Recent
health expenditure data suggest that a similar pattern is emerging in many
countries (see section 4). The health sector may be vulnerable to budget cuts
for a range of reasons. Public spending on health accounts for a substantial
proportion of total government expenditure: nearly 13% on average in the
European Region (see Table 1). Health system inefficiencies may make it
politically difficult to argue for maintaining current levels of public expenditure
on health during a period of fiscal austerity. It may also be easier to cut public
spending on health than to make cuts in other areas of social protection,

such as pensions, either because there is more scope for efficiency gains in

the health system or because health benefits are less clearly defined than
other benefits (Fahy, 2012). Conversely, counter-cyclical health policies such

as holding financial reserves earmarked for health or linking government
contributions for economically inactive groups of people to average earnings

in previous years may ease pressure to cut public spending on health (WHO
Regional Office for Europe, 2011Db).

Other factors that may influence the nature, scale and intensity of the health
policy response to the crisis include the capacity of key stakeholders for
implementation (e.g. availability of human resources and expertise); the
availability and use of evidence to inform reforms (e.g. effective health
technology assessment (HTA) systems in place); political feasibility (e.g. policies
may be resisted or overturned by politicians, professionals or the public, or,
conversely, planned “unpopular” policies may become more politically feasible
in the context of the crisis); and the presence of other public sector reforms
(e.g. cuts or stimulus packages affecting pensions, jobs, welfare benefits and
the unemployment rate).
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Table 1. Public expenditure on health as a percentage of total government

expenditure, WHO European Region

Country 2008 2009 Difference
2008-2009
Kazakhstan 8.3 11.3 3.0
Monaco 15.8 18.5 2.7
Tajikistan 5.0 6.4 1.4
Azerbaijan 2.5 3.7 1.2
Bosnia and Herzegovina 14.0 15.1 1.1
Republic of Moldova 13.0 14.1 1.1
Uzbekistan 8.6 9.6 1.0
Belarus 8.2 8.8 0.6
ltaly 13.6 14.2 0.6
Malta 12.4 13.0 0.6
Albania 8.2 8.4 0.2
Georgia 7.3 7.5 0.2
Kyrgyzstan 11.5 1.7 0.2
Switzerland 19.9 20.0 0.1
Andorra 21.3 21.3 0.0
Austria 15.8 15.8 0.0
Belgium 14.8 14.8 0.0
Bulgaria 9.1 9.1 0.0
Croatia 17.6 17.6 0.0
Cyprus 5.8 5.8 0.0
Czech Republic 13.3 13.3 0.0
Denmark 15.3 15.3 0.0
Finland 12.6 12.6 0.0
France 16.0 16.0 0.0
Germany 18.0 18.0 0.0
Greece 13.0 13.0 0.0
Hungary 10.2 10.2 0.0
Iceland 13.1 13.1 0.0
Ireland 16.0 16.0 0.0
Israel 10.0 10.0 0.0
Latvia 10.2 10.2 0.0
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Country 2008 2009 Difference
2008-2009

Lithuania 12.8 12.8 0.0
Luxembourg 13.7 13.7 0.0
Montenegro 13.6 13.6 0.0
Netherlands 16.2 16.2 0.0
Norway 16.7 16.7 0.0
Poland 10.9 10.9 0.0
Portugal 15.4 15.4 0.0
Romania 11.8 11.8 0.0
San Marino 13.6 13.6 0.0
Slovenia 12.9 12.9 0.0
Spain 15.2 15.2 0.0
Sweden 13.8 13.8 0.0
Turkey 12.8 12.8 0.0
Turkmenistan 7.0 7.0 0.0
Ukraine 8.6 8.6 0.0
United Kingdom 15.1 15.1 0.0
Serbia 14.1 13.9 -0.2
Estonia 11.9 1.7 -0.2
Armenia 7.2 6.6 -0.6
Russian Federation 9.2 8.5 -0.7
Slovakia 15.4 14.0 -1.4
The former Yugoslav

Republic of Macedonia 13.6 12.1 -1.5

Source: WHO, 2012.

3 Methods

To map health policy responses to the financial crisis, we analysed health
expenditure data from the Health for All and WHOSIS databases and sent a
questionnaire to a network of health policy experts in the European Region’s
53 Member States. Most of the experts were based in universities, WHO
country offices and other non-governmental organizations. Completed
questionnaires were received in March and April 2011.
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Because it was not always clear to what extent a policy was, in fact, a response
to the crisis, as opposed to being part of an ongoing reform process, we asked
respondents to divide policies into two groups based on whether they were
(a) defined by the relevant authorities in the country as a response to the crisis
or (b) either partially a response to the crisis (i.e. planned before the crisis but
implemented with greater or less speed or intensity than planned) or possibly
a response to the crisis (i.e. planned and implemented since the start of the
crisis, but not defined by the relevant authorities as a response to the crisis).
Both types of policies are reported here. We also asked respondents to provide
evidence of the impact of policy responses on health system performance, but
in almost every case they reported that evidence was not yet available.

Survey responses were categorized using the framework (Fig. 1). All of the
data were analysed separately by two researchers (i.e. two people extracted
the same data to ensure accuracy) and summarized in tables. The tables were
verified by the respondents and by experts from WHO. The completed policy
summary was reviewed by experts from WHO, the World Bank and the
Organisation for Economic Co-operation and Development (OECD). Annex 1
contains the full results of the survey.

The study has several limitations. First, as we anticipated, it is difficult to define
whether or not policies are in fact a response to the financial crisis. Second,
we asked respondents to provide information distinguishing between types of
health care (curative, preventative, long-term care, medical goods, etc.) where
possible, but comparing types of health care across countries is challenging,
particularly due to the lack of a common definition of the term “public health”
(McKee & Jacobson, 2000; Kaiser & Mackenbach, 2008). Where necessary,

we clarified terminology with respondents. Third, the information provided by
experts may be of varying completeness and quality. Fourth, we have not been
able to systematically include information on each health system’s degree of
fiscal preparedness. Some countries may have introduced measures to improve
efficiency or cut costs just before the crisis began, so that there was not much
room for further reform. It is possible to capture this in case studies, but
detailed analysis covering 53 countries was beyond the scope of this exercise.
Finally, evaluating policy responses to the financial crisis in a general way may
be misleading because different policies need to be considered in context to
establish actual impact on health system performance and health expenditure.

4 Results

Forty-five countries responded to the questionnaire. Their responses
are summarized below (for more detailed results, see Annex 1), with a
brief commentary on the potential impact of each policy tool on health
system performance.
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4.1 Overview

WHO data indicate that, between 1998 and 2008, government spending on
health as a share of GDP increased in most European countries (35 out of 53).
From 2007 to 2008 real GDP per person contracted in just one country (Ireland)
but grew in all others, ranging from 2.8% in France to 21.1% in the Russian
Federation (Fig. 2). From 2008 to 2009 public expenditure on health per capita
grew in all but nine countries (Fig. 2).3 This suggests there was no immediate
budgetary response in the health sector to the financial crisis. However, GDP
growth from 2008 to 2009 indicates a bleaker outlook: the size of the real
economy contracted in 38 countries to varying degrees (from -0.1% in Portugal
t0 -13.9% in Ukraine). Overall, real GDP per capita contracted by -3.4% in

the European Region. The decline in GDP could take time to affect political
decisions that influence public spending on health, so data for 2010 and 2011
should give a better picture of the trends when they become available.

Between 1998 and 2008, total government spending as a share of GDP
decreased in the European Region (from 42.4% to 40.9% in aggregate); that
is, the public sector’s share of the economy (the size of government) became
smaller. During this period, public spending on health grew to consume a
greater share of total government spending (rising from 11.6% in 1998 to
12.8% in 2008), because governments maintained or increased the health
share of the government budget (WHO Regional Office for Europe, 2011b).
However, from 2008 to 2009 only 14 countries had an increase in public
spending on health as a share of total government expenditure, ranging from
0.1% to 3% (Table 1). Most of these were Member States that have been
largely unaffected by the financial crisis and where public expenditure on health
is increasing from a very low base. This suggests that in affected countries, the
financial crisis may already be having a negative effect on the priority
governments accord to health budgets.

The effect of the financial crisis on health policy varied across health systems in
Europe and in part depended on the extent to which countries experienced a
significant downturn in their economies. Within the European Region, Albania,
Azerbaijan, Israel and Norway were mostly insulated from the crisis and
therefore reported no direct health policy responses at all. Of the countries that
were affected by the crisis, some introduced several new policies in response
(Czech Republic, Greece, Ireland, Portugal, Republic of Moldova); in Greece,
Ireland and Portugal the reforms were part of a broader debt restructuring
process which required intervention from the EU, the European Central Bank

3 Cyprus (-0.1%), the former Yugoslav Republic of Macedonia (-1.0%), Serbia (-2.4%),
Hungary (-3.4%), Romania (-8.0%), Ukraine (-12.9%), Iceland (-13.1%), Lithuania (-16.8%)
and Latvia (-16.9%) all experienced a drop in real public health expenditure per capita.

1



Policy summary

Fig. 2. GDP growth and change in public spending on health per capita,

WHO European Region
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and the IMF. In other affected countries, however, very few or no policy
changes were made (Denmark, Iceland, Finland, Germany, Kyrgyzstan, Malta,
Poland, Russian Federation, Slovakia, Switzerland, the former Yugoslav Republic
of Macedonia, Uzbekistan). In either case, there were many instances in which
policies planned before 2008 were implemented with greater intensity or speed
as they became more urgent or (more often) politically feasible in face of the
crisis, particularly the restructuring of secondary care. In general, a wide range
of measures was used, covering all three policy domains presented in Fig. 1.

There were also cases where planned reforms were slowed down or abandoned
in response to the crisis. For example, Romania abandoned a plan to build eight
new hospitals and Ireland did not build one in four of proposed new health
facilities. In Bulgaria the government decided to postpone full prohibition of
smoking in public places. Also in Bulgaria, a policy to introduce a system of
compulsory private health insurance, which was anyway unpopular with the
public and doctors’ unions, was rejected by a new government that wished to
retain control of public resources and institutions through the National Health
Insurance Fund. Bosnia and Herzegovina had difficulty implementing its recently
passed health insurance laws due to a lack of reliable sources of funding, and
therefore decided to wait until after the crisis. In Georgia the transfer of hospital
infrastructure ownership from the state to the private sector stalled due to

the withdrawal of investors as a result both of the financial crisis and war

with Russian Federation in 2008; the process was resumed in 2010. Ukraine
attempted to introduce programmes seeking to increase efficiency, but most
were not implemented due to a lack of political will. On the other hand, some
governments were able to employ the financial crisis as a lever to strengthen
their position in ongoing negotiations with other health system stakeholders,

in particular with the pharmaceutical sector (e.g. Austria, Latvia, Poland,
Portugal, Russian Federation, Serbia, Slovenia and Turkey).

A few of the policy measures planned or implemented in response to the
crisis were quickly reversed due to their unpopularity with key stakeholders,
particularly efforts to reform provider payment. In Bulgaria the Ministry of
Finance attempted to take control of setting health service prices but the
reform was strongly resisted by the medical union and eventually reversed.
For a short period Hungary introduced tighter volume controls in the payment
of inpatient care providers but this was also reversed due to pressure from
hospitals. In the former Yugoslav Republic of Macedonia the value of a
capitation point for primary care physicians was briefly decreased by 10%
before doctors’ protests led to its reversal. In Romania a new system of paying
general practitioners (GPs), including a cap on the number of hours worked per
week, was proposed as part of a revised framework contract but rejected by
GPs. In Ukraine the government attempted to stabilize rising pharmaceutical

13
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prices by placing a cap on retail prices, which resulted in the closure of
pharmacies. The approach was fiercely resisted by the pharmaceutical
industry and the government responded by implementing softer price control
mechanisms, which accounted for fluctuations in national currency rates.

A handful of countries were in the process of undergoing significant health
sector reforms funded by loans from international organizations such as the
IMF, the World Bank and the EU when the crisis struck, so cost-cutting or
efficiency-increasing measures were a continuation (Romania and Serbia).
Many of the Commonwealth of Independent States (CIS) countries have very
low levels of health expenditure and a high proportion of spending through
out-of-pocket payments, leaving very little room for cutting public spending
on health (Table 1). Some of them also have ongoing obligations to external
funders to increase their public health spending annually (e.g. Kyrgyzstan)
and programmes aimed at increasing health system efficiency planned before
the crisis are currently being implemented. One or two countries had been
working to slow health expenditure growth in recent years, making it difficult
to determine whether or not new policies were explicit responses to the crisis
(e.g. Croatia, Switzerland).

Some countries were better prepared than others due to fiscal measures

they had taken before the crisis (the Czech Republic, Estonia, Italy, Lithuania,
Republic of Moldova and Slovakia). These countries were able to draw on
reserves or employ other counter-cyclical mechanisms that can compensate
for the reduction of payroll tax revenues. For example, at the start of the crisis,
the Estonian government cut back on public expenditure, including on health
(a political decision made to comply with Maastricht criteria so that Estonia
could join the Eurozone; Estonia had low external debt and a low current
account deficit, meaning that deficit financing was a viable alternative). The
Estonian health system was better prepared for fiscal constraint than those

of many of its neighbours. Better preparedness originated mainly from two
sources. First, a pre-commitment to prioritize health spending in a downturn
by allowing the health sector to accumulate reserves in the health insurance
fund put the health insurance fund in a relatively strong position when it came
to budget negotiations with the Ministry of Finance. As a result, a transparent
political debate took place over the question of where to cut and how much
to cut. Second, the Estonian health system invested appropriately in the health
sector before the crisis; when the crisis struck, the system could cope with
delays in investment without sacrificing health system goals such as quality

of care in the short run. This stands in contrast to other countries, such as
Hungary, where the health system had already exhausted its (non-structural)
efficiency reserves by the time the financial crisis began, meaning that health
system goals were likely to be eroded much faster.
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Some countries prioritized paying off health sector debts at the expense of
health expenditure growth. In others, health budgets were ring-fenced while
other sectors experienced cuts (Belgium, Denmark and England). The Finnish
government implemented an economic stimulus package to mitigate some of
the negative effects of the economic downturn.

4.2 Policies intended to change the level of contributions for publicly
financed health care

4.2.1 National health budget

Several countries reported cuts in the national health budget in response to the
financial crisis (Bulgaria, Croatia, Estonia, Hungary, Iceland, Ireland, Italy, Greece,
Latvia, Romania, Portugal, Spain). In some of these the health budget was reduced
by over 20% (for example in Bulgaria and Latvia). Cuts were partly caused by
rising unemployment which reduced revenue from social insurance contributions
(Bulgaria, Estonia, Hungary, Romania). In other countries, social insurance
revenues and expenditures continued to increase (Austria, the Czech Republic,
Poland, Slovakia; in the latter due to the high and counter-cyclical contribution
rate paid by the state for economically inactive people), and the national

health budget also rose in France, Denmark, the former Yugoslav Republic of
Macedonia and Turkey. In Denmark the education budget was used to cross-
subsidize the health budget. It was maintained at previous levels in Albania,
Belgium, England and Norway. Latvia received a World Bank loan in response
to the crisis, to cover access to health services by poorer population groups.

As noted, decisions about whether to increase or decrease public spending
on health in response to a health system shock may be driven by a mixture

of political preferences and technical considerations. In the current crisis,

large fiscal imbalances have left some countries with little or no choice in their
response; Greece and Portugal have been were particularly affected and were
required to implement public sector cuts as part of bailout conditionalities.
Where the short-term situation is such that governments are compelled to cut
public spending on health, the policy emphasis should be on cutting wisely to
minimize adverse effects on health system performance, enhancing value as
much as possible and facilitating efficiency-enhancing reforms in the longer
run. The rest of this document is concerned with how this might be achieved.

4.2.2 Fiscal policy

Notwithstanding increases in taxes on alcohol and cigarettes (see below), few
countries have reformed fiscal policy to increase revenue for health system
financing. In Italy, regions with large health care deficits have raised local taxes
to recover deficits. In France, a new tax of 2% on certain sources of income
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was set up in 2009 to finance social security (including health) expenditure
and was subsequently increased to 4% in 2010 and 6% in 2011. Hungary
introduced a public health tax on food and drinks with a high sugar content.

Although increases in taxation may reduce the need to increase government
borrowing, very few countries have used fiscal policy to raise revenue for health
services in response to the current crisis. Reluctance to introduce higher taxes for
health care may be underpinned by valid technical and political considerations
(such as a negative effect on the labour market, productivity and competitiveness),
but the perception that tax-based financing of health care is as a general rule
unsustainable is unfounded (Thomson, Foubister & Mossialos, 2009).

4.2.3 Statutory health insurance revenue

Some countries increased employer/employee contribution rates either across
the board or for specific population subgroups (Bulgaria, Greece, Portugal,
Romania, Slovenia). Slovakia reduced the state’s contribution for economically
inactive people. Hungary lowered the contribution rate and the government
increased its budget transfers on behalf of non-contributing but eligible
population groups to compensate the statutory health insurance fund for

the loss of revenue (this was its most explicit and progressive response to the
financial crisis; see WHO Regional Office for Europe, 2011b). In the Republic
of Moldova, the rate of discount for statutory health insurance increased from
50% to 75% for low-income populations. Turkey transferred responsibility for
health care payments for government employees and their dependants from
the Ministry of Finance to the Social Security Institute. Switzerland debated
increasing premium subsidies for low-income families, but no measures were
passed. Slovakia and Lithuania already had in place counter-cyclical measures
for government subsidies for those insured by the state in order to sustain
statutory health insurance revenue during a downturn. In Austria and Romania
the government introduced subsidies to bail out social health insurance funds
in order to help them pay off debts or prevent further indebtedness.

In countries that rely predominantly on employment-based social insurance
contributions, revenue can be maintained by lifting income or earnings
ceilings, broadening the contribution base to encompass non-wage income

or increasing transfers from the government budget (Thomson, Foubister &
Mossialos, 2009). All of these are likely to be relevant options for governments
wanting to stimulate employment while maintaining or increasing public
spending on health (Thomson, Foubister & Mossialos, 2009). Another strategy
that may be useful for smoothing some revenue over economic cycles is to
make government contributions for economically inactive groups of people
counter-cyclical by linking them to average earnings in previous years, as is the
case in Lithuania and Slovakia.
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4.2.4 User charges (coverage depth)

Several countries increased or introduced user charges for health services in
response to the crisis (Armenia, Czech Republic, Denmark, Estonia, France,
Greece, Ireland, Italy, Latvia, Netherlands, Portugal, Romania, Russian
Federation, Slovenia, Switzerland, Turkey). In some countries, user charges were
introduced or increased in the hospital sector (Armenia, Czech Republic, Estonia
(for inpatient nursing care), France, Ireland, Romania, Russia). Pharmaceuticals
were subject to increased user charges in several countries (Czech Republic,
France, Ireland, Latvia, Portugal, Slovenia). In England, a programme to expand
the range of long-term conditions that benefit from free prescriptions was
announced by the previous government but not implemented; this will now

no longer be taken forward. User charges were increased for ambulatory care
in Greece, Italy, Romania and Turkey. User charges for emergency departments
increased in Ireland and for services not considered urgent in Italy. In
Switzerland the co-insurance rate will increase from 10% to 15% for people
who opt for traditional insurance plans (to encourage people to subscribe to

a managed-care model of insurance).

Some countries introduced or increased charges for specific services such as
in vitro fertilization (IVF) (Denmark and the Netherlands), ambulance transport
(France and Slovenia), physiotherapy (the Netherlands), some mental health
services (the Netherlands), some vaccines such as yellow fever, Japanese
encephalitis, typhoid, meningitis and rabies tetravalent (Portugal), GP home
visits (Romania), non-acute spa treatment, dental prostheses and some
ophthalmologic appliances (Slovenia), and doctor declarations attesting to
the incapacity of a patient (Portugal) (see section 4.3.1 below on reductions
in the benefit package).

In contrast, other countries reported expanding benefits, targeting low-income
groups in the area of pharmaceuticals (Austria, France, Ireland, Italy, Republic

of Moldova), reducing user charges (Croatia for primary care and outpatient
prescription drugs) or abolishing user charges for some services (ltaly, Hungary —
although in Hungary's case it was not a response to the crisis but it helped to
promote financial protection).

Evidence from this study and a study on previous crises (Cylus, Mladovsky &
McKee, in press) suggests that policy-makers may rely on user charges and
other policies that shift costs to patients in an effort to slow aggregate
expenditure growth. However, user charges increase the financial burden on
households (Wagstaff et al., 1992) and have been shown to be equally likely
to reduce the use of high-value (cost-effective) and low-value care and are
particularly likely to reduce use among lower-income individuals and older
people, even when the level of user charges is low (Lohr et al., 1986; Manning
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et al., 1987; Newhouse & Rand Corporation Insurance Experiment Group,
1993; Gemmill, Thomson & Mossialos, 2008). Applying or increasing user
charges in primary or ambulatory specialist care may worsen health outcomes
and lead to increased spending in other areas (e.g. emergency care). As a result,
the potential for cost savings or enhanced efficiency is limited. Targeted user
charges selectively applied to low-value services or with exemptions or caps for
poorer households or regular users of care are more likely to enhance efficiency.
However, it may not always be possible to identify low-value care and the
transaction costs involved may be significant (Braithwaite & Rosen, 2007

Bach, 2008; Thomson, Foubister & Mossialos, 2009).

4.3 Policies intended to affect the volume and quality of publicly
financed health care

4.3.1. Health benefits (coverage scope)

In general the statutory benefits package was not radically changed following
the financial crisis, but some reductions were made, usually at the margin. Most
countries did not report how coverage decisions were made. Only the Czech
Republic and Estonia reported plans to make greater use of HTA in evaluating
the benefits package (although in the case of Estonia this was part of an ongoing
process which was viewed more favourably by policy-makers in light of the
crisis). Reported mandatory coverage reductions included lower reimbursement
of: dental care for certain population groups (Estonia, Ireland); IVF, physiotherapy,
mental health services and coverage of care outside the EU (the Netherlands);
cosmetic surgery (Portugal); non-acute spa treatment, certain medicines,
non-urgent ambulance services, dental prostheses and some ophthalmologic
appliances (Slovenia); eyeglasses (Switzerland); and temporary sickness benefits
paid by the statutory health insurance fund (Estonia, Hungary and Lithuania).
The Russian Federation postponed adding outpatient prescription drugs to the
benefits package to 2013. On the other hand, Armenia included primary care
in the basic primary care package, although this was part of ongoing reforms.
Other countries expanded the scope of benefits in a targeted way, and these
are discussed under coverage breadth and contributions (section 4.3.2).

A fundamental objective of health policy at any time, but particularly during

an economic crisis, is to maintain access to essential services for the population,
especially for poorer people and regular users of health care (World Bank,
2009). Changing the range of services included in the statutory benefits
package (coverage scope) can be a valuable tool for setting priorities in the
health system, particularly if changes are based on evidence and aim to
promote the use of high-value care and discourage the use of low-value care.

It can also be used to explicitly ration the quantity of care available. Evidence
on clinical practice variation and inappropriate use of services may provide
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justification for limiting volume of care and enforcing clinical practice
guidelines, but targeted implementation of these policies remains a challenge.
Hungary introduced volume limits to inpatient services, but left it to the
hospitals and doctors themselves to ration care implicitly or explicitly. In times
of resource constraint countries may apply budget cuts across the whole sector,
reducing funding for the majority of services available. However, cuts across the
board run the risk of undermining access to needed services, adversely affecting
financial protection, health and efficiency. In contrast, selective, evidence-based
and transparent reductions in the scope of coverage represent an opportunity
for enhancing efficiency without undermining health system performance
(Thomson, Foubister & Mossialos, 2009).

To this end, many countries have adopted HTA in the last two decades to assist
in setting priorities (Velasco-Garrido & Busse, 2005), mainly in the area of
pharmaceuticals, and to devise clinical guidelines (Draborg et al., 2005; Lavis
et al., 2007; Sorenson, Drummond & Kanavos, 2008). However, its use in
determining the contents of the benefits package has been limited due to
technical and political challenges and resource constraints (Ettelt S et al., 2007;
Sorenson, Drummond & Kanavos, 2008). HTA is therefore more likely to be
useful as part of a longer-term strategy for enhancing efficiency than as a

tool for quick decision-making. Nevertheless, countries with established HTA
programmes will be better placed to make informed decisions in times of
economic crisis.

4.3.2. Population coverage (coverage breadth)

Ireland was the only country to remove eligibility for some aspects of statutory
coverage from some residents; in 2008 the Irish government excluded wealthy
individuals over the age of 70 from statutory coverage of primary care, although
since the general election in February 2011 the government has announced
plans to extend coverage to the whole population (universal coverage). The
Czech Republic reported reducing entitlement at the margin by reducing
statutory coverage for foreigners. Cyprus attributed its further postponement
of implementation of universal coverage to the financial crisis, while Hungary
introduced incentives for improved checks for eligibility for statutory coverage
to identify and penalize those who avoid paying contributions. Several countries
reported expanding statutory coverage for previously uninsured groups of
people (Belarus, Bosnia and Herzegovina, Georgia, Republic of Moldova) or
introducing universal coverage (the former Yugoslav Republic of Macedonia).
Thus, particularly in the former Union of Soviet Socialist Republics (USSR), some
countries without universal coverage are expanding eligibility for benefits to
targeted population groups, but as part of ongoing reforms rather than in
response to the economic crisis.
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The share of the population entitled to statutory benefits is a crucial
determinant of financial protection in the health system. Restricting eligibility
for statutory coverage (e.g. on the basis of household income) may lead to

an absolute reduction in public spending on health. However, evidence from
Germany and the Netherlands demonstrates that it adds to rather than
alleviates fiscal pressure in the health system (Thomson & Mossialos, 2006;
Albrecht, Schiffhorst & Kitzler, 2007). This is partly due to the loss of contributions
from wealthier households. It is also due to segmentation of the national risk
pool, which leaves the statutory risk pool with a concentration of older, poorer
and sicker people and people with non-contributing dependants (Thomson &
Mossialos, 2006). The Netherlands abandoned this policy in 2006 and Germany
has taken numerous measures to mitigate its adverse effects.

Lowering the breadth, scope and depth of coverage creates a role for voluntary
health insurance (VHI). However, the market failures that characterize VHI, in
particular information problems relating to adverse selection and risk selection,
mean that those reliant on voluntary cover may be placed at risk (Barr, 2004),
particularly older people and people in poor health (Mossialos & Thomson, 2004;
Thomson & Mossialos, 2006, 2009). In addition, the European experience

of VHI indicates that in most countries it fails to address gaps in statutory
coverage: VHI market development is frequently very limited, particularly
outside EU15 countries; VHI policies often do not develop to cover the most
important gaps; and where they are available, they may not be accessible to
those who need them most, even where the market is extensively regulated
(Thomson & Mossialos, 2009).

4.3.3. Non-price rationing (waiting times, service dilution and delay)

The Estonian Health Insurance Fund supervisory board attempted to ration the
volume of care provided by deciding to increase maximum waiting times for
outpatient specialists’ visits from four to six weeks in March 2009. No other
countries reported increasing waiting as an explicit policy response to the
financial crisis. Rather, in some countries health sector reforms may have
inadvertently led to increases in waiting times, such as in Ireland, where
changes in health policy have led to a 9% increase in the number of patients
on a waiting list between 2009 and 2010.

Changing waiting times may alter demand for publicly financed care without
undermining health outcomes if patients on longer waiting lists choose private
alternatives (Hoel & Saether, 2003) or choose to withdraw from treatment. A
review of the literature on waiting times (Garber, 2000) suggests that resources
should be allocated to different treatments according to their cost—effectiveness.
However, reducing timely access to care may have an adverse impact on clinical
quality, which would undermine the goal of improving health. Its use as a policy
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tool may also be limited by legitimate user expectations regarding acceptable
standards of health care.

There is an unexplored area of non-price based rationing mechanisms that are
less tangible to both patients and policy-makers, and also difficult to research.
These may take different forms of delaying, denying and diluting clinical
services (“quality skimping”), with significant implications for health gain and
efficiency of the use of limited resources. There is anecdotal evidence of such

a response by providers to budget cuts. Delaying care in a non-transparent
manner and deviating from clinical practice guidelines on the grounds of cost
considerations are just two of the many implicit rationing mechanisms on the
supply side. Where monitoring of provider compliance with clinical standards is
weak and professional organizations are less rigorous in enforcing good clinical
practice, implicit rationing mechanisms may hide some of the adverse effects
of the financial crisis. While waiting lists may not be a desired alternative form
of rationing, they certainly make the process explicit and more transparent.
Targeted research programmes are needed to explore the magnitude of implicit
rationing and provide evidence to inform policy-makers (WHO, 2011).

4.3.4 Changing individuals’ behaviour (health prevention and promotion)

As previously mentioned, comparing international data on public health
financing and policy is challenging due to the lack of a pan-European definition
of the term “public health”. The following evidence on the effect of the
financial crisis on public health in Europe is therefore illustrative and cannot
serve as a comprehensive overview.

Several countries increased taxes on alcohol and cigarettes (Bulgaria, Estonia
and Ukraine, while the Czech Republic plans to do so in 2012) or pursued
health promotion policies, such as encouragement for healthy eating, exercise
and screening (Belgium, Bosnia and Herzegovina, Greece, Hungary, Republic of
Moldova). These policies seek to reduce the need for health care and are
generally intended to lower the volume of publicly financed care provided. Four
countries reported cuts to public health budgets. In Estonia, the Ministry’s
health expenditure fell by 24% in 2009 compared to 2008. This was partially
achieved through cutting administrative costs and cutting the public health
budget from 2009. Cuts focused on non-communicable diseases (NCDs) and
programmes on communicable diseases were protected. EU social funds were
used to compensate for the reduction in NCD budget, but these funds will no
longer be available from 2012. In Italy, there were plans to cut the fund for
disease prevention and health promotion from EUR 29.6 to EUR 5.9 million in
2011. In Latvia the public health budget was cut by 88.6% from 2008 to 2010.
In Ukraine, expenditure on preventative services reduced by 9%. Three
countries reported the closure or merger of public health bodies. In Iceland,
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there were plans to merge the Directorate of Health and the Public Health
Institute in 2011. In Latvia, the Public Health Agency was closed in 2009. Many
public health functions were distributed to other institutions and some were
lost. In Lithuania, there was a reorganization of public health, resulting in the
merger of seven public health institutions in 2009-2010.

Evidence on the economic benefits of prevention has grown in recent years,
supporting broad public health promotion and preventative measures

(e.g. systematic screening for hypertension, cholesterol, some cancers, health
advice on diet, alcohol and smoking), although gaps remain (Schwappach,
Boluarte & Suhrcke, 2007). Most published work is from the United States
and Australia, however (Atun, 2004; Atun, Bennett & Duran, 2008). There is
evidence to suggest that taxation can be a useful policy tool to address public
health concerns and generate government revenue (Chaloupka & Warner,
2000). Along with fiscal measures, an OECD study indicates that health
education and promotion, regulation and counselling on diet, smoking and
alcohol by family doctors are cost—effective measures (Sassi, 2010). These
policies could increase the efficiency of health service delivery in the medium
to long term, but they may not address short-term fiscal constraints.

4.4 Policies intended to affect the costs of publicly financed health care

4.4.1 Prices of medical goods

Many countries introduced or strengthened policies to reduce the price of
medical goods (pharmaceuticals, medical devices and equipment) or improve the
rational use of drugs (Austria, Belgium, Belarus, Bosnia and Herzegovina, Croatia,
the Czech Republic, France, Estonia, Greece, Iceland, Ireland, Hungary, Latvia,
Lithuania, Malta, Republic of Moldova, Poland, Portugal, Romania, Russian
Federation, Serbia, Slovakia, Slovenia, Spain, the former Yugoslav Republic of
Macedonia, Turkey). A wide variety of measures were used, including generic
substitution, INN prescribing, claw-back mechanisms, price negotiations and
lengthening prescription validity. In most cases these policies were part of
ongoing reforms, but the crisis often prompted, speeded up or intensified
implementation. Bulgaria and the Czech Republic are also in the process of
increasing government regulation of the purchasing of medical devices. At the
same time, in many countries VAT increases affecting pharmaceuticals and other
products have to some degree attenuated the benefits to patients gained from
measures designed to reduce prices.

The crisis increased efforts to negotiate pharmaceutical prices in some national
markets, highlighting the importance of the public authority as a monopsony
buyer. Improved government procurement practices and positive lists contribute
to lower medicine prices when balanced with regulated wholesale and retail
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mark-ups (WHO, 2004). The range of approaches used by countries to control
prices can include free pricing, ex ante pricing relative to a substitute, international
reference pricing, price volume agreements, price cuts, profit controls and

ex post pricing relative to a substitute (Office of Fair Trading, 2007).

However, the positive effects of price controls may be offset by increases in the
quantity of drugs prescribed or a change in the product mix to include more
expensive medicines. For example, the downward effect on prices attributed
to reference pricing is often short-lived (Lopez-Casasnovas & Puig-Junoy, 2000;
Donatini et al., 2001; Nink, Schroder & Selke, 2001). As a result, pricing policies
should be combined with policies targeting health professionals to encourage
rational prescribing and dispensing in primary and secondary care. Again,
however, savings might be offset by increases in volume and therefore short-
lived (Harris & Scrivener, 1996; Buzzelli et al., 2006; Andersson et al., 2007;
Mossialos & Srivastava, 2008). Nevertheless, even if such policy measures do
not lower pharmaceutical expenditure, they may enhance efficiency without
any negative effect on health outcomes. Policies to promote greater use of
generic medicines are likely to lower pharmaceutical expenditure and enhance
efficiency (Mrazek & Frank, 2004). In contrast, policies that aim to cut public
spending on prescription drugs by shifting costs to households are generally
found to be of limited effectiveness and are discussed in the section on user
charges above.

4.4.2 Salaries and motivation of health sector workers

Some countries reduced the salaries of health professionals (Cyprus, France,
Greece, Ireland, Lithuania, Romania), froze them (England, Portugal, Slovenia) or
reduced their rate of increase (Denmark). Other approaches to lowering salaries
included increasing public sector pension contributions substantially and reducing
the benefits, leading to a de facto pay cut (England), cutting overtime and
night shifts, and lengthening shifts that require fewer staff and costs (Iceland),
and making workers accept lower wages in order to maintain their contracts
(privately contracted housekeeping and IT support staff in Serbia). In the Czech
Republic physicians managed to resist cuts to their salaries through negotiation
or protests. Albania, which was largely insulated from the crisis, and Belarus
and Ukraine continued to increase health worker salaries. In 2011 the former
Yugoslav Republic of Macedonia approved the employment of additional health
workers to improve quality and access to public health institutions, as well as
to prevent qualified medical staff from leaving the public sector.

Employee wages, salaries and allowances account for 42.3% of public spending
on health in the 18 countries of the European Region for which data are
available (WHO, 2006). This helps to explain the policy focus on cutting salaries
in many countries. However, these policies may exacerbate wage imbalances
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across countries (depending on the relative change in wages in net immigration
countries compared to net emigration countries), possibly increasing health
worker migration in Europe and other regions, and adding to problems of
human resource shortages, which risks undermining quality and efficiency

in the health system (Wismar et al., 2011). Wage imbalances could also be
created within countries if health sector wages fall at a different rate to wages
in other sectors. Policy-makers can apply a range of non-financial tools to retain
workers and improve performance, including clear job descriptions, professional
norms and codes of conduct, the proper matching of skills to the tasks in

hand, supervision, information and communication, infrastructure including
equipment and supplies, life-long learning, team management and team
working, and responsibility with accountability (WHO, 2006). Improvements in
these areas may provide some limited help in retaining health workers facing
salary reductions and freezes.

A longer-term view of increasing efficiency in the supply of human resources
for health would consider a broader range of strategies, in particular changing
the skill mix and substitution of health workers’ roles (typically nurses and GPs
taking on some of the work of specialists or nurses taking on some of the work
of GPs) to reduce the unit cost of labour or improve productivity. Reviews have
found that nurse substitution typically has either no or some improved effect
on the quality of care, suggesting that this policy has the potential to increase
efficiency (McKee, Dubois & Sibbald, 2006). However, cost savings depend on
the magnitude of the salary differential between doctors and nurses, and may
be offset by the lower productivity of nurses compared to doctors (Laurant

et al., 2005).

4.4.3 Payments to providers

In response to the crisis several countries have reduced the tariffs (i.e. prices)
paid to providers (Estonia, Ireland, Romania, Slovenia) or linked payment to
improved performance to realize efficiency gains and contain costs (new
contractual measures to manage provider costs in Bosnia and Herzegovina;
reported plans to introduce diagnosis-related group (DRG) payments for
inpatient care in Bulgaria and the Czech Republic; pay for performance (P4P) in
ltaly; per capita payment in primary care in Portugal; performance assessment
and result-based financing in the Republic of Moldova). The crisis speeded up
reforms in this area in some countries (Austria), but in others reforms were
resisted (Bulgaria, Hungary, the former Yugoslav Republic of Macedonia). In
Ukraine, a system of health services quality control has been developed, but had
no practical effect due to the lack of measures to deal with non-compliance.
Planned changes to the legal status of health service providers in the Russian
Federation affecting their payment mechanisms have been postponed until 2013.
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Measures that target the supply side offer considerable scope for improving
health system functioning in comparison to those focused on curtailing
utilization by patients. Changes in how health care is purchased and providers
are reimbursed offer significant potential to enhance efficiency, quality and
equity. Many EU countries have moved away from passive reimbursement of
providers towards strategic purchasing, explicitly linking resource allocation

to information on population health needs, cost-effectiveness and provider
performance (Figueras, Robinson & Jakubowski, 2005). Measures include the
use of health needs assessment, HTA, contracting, quality monitoring and
performance-based payment. In addition, most countries set case-based tariffs
centrally, which may promote provider competition based on quality, where
quality information is available (Busse et al., 2011).

Volume and outcome contracts combined with prospective activity-based
payments employing some case-mix measures, such as DRGs, have been

linked to increased hospital efficiency. However, these types of contracts
require sophisticated design in order to prevent gaming by providers, while

the necessary information systems are in place in only a very few countries

in Europe (Figueras, Robinson & Jakubowski, 2005). In physician payment,
typically at the primary care level, fee-for-service and capitation have been
found to be flawed methods for motivating physicians to achieve specific goals.
Payment innovations that blend elements of fee-for-service, capitation and case
rates can promote health system goals. These innovations include capitation
with fee-for-service carve-outs, department budgets with individual fee-for-
service or “contact” capitation, and case rates for defined episodes of illness
(Robinson, 2001). P4P is also growing in popularity, although evidence from
the United States and the United Kingdom suggests policy-makers should

pay careful attention to how any P4P scheme is designed and implemented
(Maynard, 2008). In any provider payment reform, various other factors are
likely to influence successful implementation, including the way provision is
organized and regulation.

4.4.4 Overhead costs: restructuring the Ministry of Health and
purchasing agencies

Several governments are restructuring the Ministry of Health, statutory health
insurance funds or other purchasing agencies in an attempt to reduce overhead
costs and increase efficiency (Bulgaria, Croatia, the Czech Republic, England,
Iceland, Latvia, Lithuania, Portugal, Romania).

Reducing the number of civil servants or removing their employment conditions
(tenure, pay, pensions) is one way of cutting public spending on health but risks
loss of skilled staff and strike action by public sector workers, as demonstrated
by recent trends across Europe (Parry, 2011). Depending on the context, it also
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risks losing experienced personnel at a time of rapid reform, which requires
increased, not decreased, capacity for planning and oversight.

Reforming health insurance market structure (e.g. by consolidating risk pools)
can also reduce overhead costs (Kutzin, 2008; Thomson, Foubister & Mossialos,
2009). In addition, addressing fragmented pooling may contribute significantly
to financial sustainability because a lower number of pools means less need

for complex and resource-intensive risk adjustment and, by strengthening

the power of purchasers in relation to providers, may lead to better (more
strategic) purchasing.

4.4.5 Provider infrastructure and capital investment

In many countries, the economic crisis created an impetus to: speed up the
existing process of restructuring the hospital sector through closures, mergers
and centralization (Denmark, Greece, Latvia, Portugal, Slovenia); shift towards
outpatient care (Belarus, Ireland, Greece, Lithuania); improve coordination
with or investment in primary care (Armenia, Lithuania, Republic of Moldova,
Netherlands); merge health centres (Iceland); and reorganize emergency
medical services (the former Yugoslav Republic of Macedonia). Some countries
abandoned (Romania) or stalled (Georgia) investment plans to build new
hospitals, slowed modernization programmes involving upgrading of hospital
and ambulance services (Armenia) and purchasing of expensive equipment
(Belarus), or reduced the share of capital expenditure (Ukraine). In contrast,
some countries increased funding for modernization of public health providers
using resources from the mandatory health insurance fund (Republic of
Moldova) or developed e-health systems, with the implementation of an
integrated health management information system and electronic health card
(Latvia, the former Yugoslav Republic of Macedonia) and a new electronic
prescription system (Croatia).

The hospital sector absorbs a large part (35-70%) of national health
expenditure in the European Region (Rechel et al., 2009). Most countries are
in the process of reducing hospital capacity in order to increase efficiency by
closing unnecessary facilities and replacing expensive inpatient care with more
cost—effective alternatives such as day surgery (McKee & Healy, 2002). These
changes have generally been shown to have no negative impact on quality of
care. However, while they may enhance efficiency they do not necessarily lower
public spending, since savings are used elsewhere in the health system. Also,
unidentified costs may be borne by patients and their carers and need to be
adequately monitored (Clarke, 1996). To preserve quality of care, it is clear
that reducing acute care capacity must be accompanied by investment in
alternative services, such as community-based care (sometimes termed
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“hospital reconfiguration”). In western Europe planning strategies have been
more successful in this respect than market forces (Healy & McKee, 2002).

Some governments have sought to finance capital investment through greater
use of market competition, while others are opting for a publicly led approach
to capital investment. The former approach, characterized by public—private
partnerships (PPPs), has been highly problematic. It may act as a barrier to
collaboration between facilities offering complementary services to a defined
population, leading to fragmentation and duplication. Furthermore, PPPs do
not generate new financial resources for the health sector but are simply a
way of raising debt finance, often transferring risk to future generations. This
may benefit governments that need to meet short-term fiscal targets but does
not necessarily reduce costs or increase efficiency in the longer term (Rechel
et al., 2009).

Reductions in hospital capacity reflect a growing emphasis on coordinating
primary, secondary and tertiary care with a view to delivering care in lower-cost
settings where possible and appropriate; expanding the scope of what can be
provided in lower-cost settings; and strengthening intra-system coordination to
improve quality and address the inefficiency effects of fragmentation in delivery
(Saltman, Rico & Boerma, 2006; Figueras et al., 2008). GP gatekeeping is an
established way of coordinating care, although caution is required to ensure it
does not lead to unnecessary delays in obtaining specialist care when needed.
Recent developments include primary care-based networks, nurse-led strategies
(France, the Netherlands, Sweden, the United Kingdom), disease management
programmes, the use of multidisciplinary teams to support audit and quality
monitoring, financing reforms to better integrate care involving risk-based
funding or reallocation (Netherlands and Germany), bonuses for recruiting
patients (France) and paying providers for performance (France, the United
Kingdom) (Nolte, Knai & McKee, 2008). Evidence of the effectiveness of such
reforms is inconclusive. In the key area of integration of care for people with
chronic conditions, there is a lack of data on quality of care and patient
outcomes across different approaches and on transferability across different
systems. The evidence does suggest that reforms cannot be relied on to yield
cost savings (Nolte & McKee, 2008).

5 Conclusions

The survey results indicate that European Region countries have employed a
mix of policy tools in response to the financial crisis. Some countries seem to
have used the crisis to try to increase efficiency, particularly in the hospital and
pharmaceutical sectors, although little has been done to enhance value through
policies to improve public health, which is a missed opportunity.
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To date, the breadth and scope of statutory coverage have largely been
unaffected. Some countries have actually expanded benefits for low-income
groups, to strengthen access to health care. However, several countries have
lowered coverage depth by increasing user charges for essential services, which
is a cause for concern. The international evidence suggests that user charges
disproportionately affect low-income groups and regular users of care, and are
unlikely to reduce public or total spending on health in the longer term due to
reduced use of necessary care and, in some cases, increased use of free but
more resource-intensive services such as emergency care.

While research provides insight into the potential impact of many of the policies
adopted, each policy needs to be carefully evaluated in the context in which it
is introduced, since both a given health system'’s starting point and a specific
policy’s design will play an important role in determining outcomes. To risk
simplifying, policy options can be divided into two categories: those that are
likely to enhance efficiency and will not have an adverse impact on, or may
even promote, other health system goals; and those that are likely to have
more harmful effects.

Policy tools likely to promote health system goals:
e Increased risk pooling

e  Strategic purchasing, where contracts are combined with accountability
mechanisms including quality indicators, patient-reported outcome
measures and other forms of feedback

e  HTA to assist in setting priorities, combined with accountability,
monitoring and transparency measures

e Controlled investment in the health sector, particularly for health
infrastructure and expensive equipment

e Public health measures to reduce the burden of disease

e Price reductions for pharmaceuticals combined with cost—effectiveness
evidence and other measures to promote rational prescribing and
dispensing

e Shifting from inpatient to day-case or ambulatory care, where appropriate

e Integration and coordination of primary care and secondary care, and
of health and social care

e  Reducing administrative costs while maintaining capacity to manage
the health system

e  Fiscal policies to expand the public revenue base
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e Counter-cyclical measures introduced before the onset of a health
system shock

e Targeting financial protection measures towards poorer people and regular
users of health care.

Policy tools that risk undermining health system goals:
e  Reducing the scope of essential services covered

e Reducing population coverage

e Increases in waiting times for needed services

e User charges for essential services

e Attrition of health workers caused by imbalances in salaries relative to the
rest of the economy and, where relevant, foreign labour markets.

This policy summary has highlighted the wide range of health policy responses
to the financial crisis across Europe and noted some of the trade-offs involved.
The crisis has left a few countries with little or no choice but to introduce cuts.
Where the short-term situation compels governments to cut public spending
on health, the policy emphasis should be on cutting wisely to minimize
adverse effects on health system performance, enhancing value and facilitating
efficiency-enhancing reforms in the longer run.
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Joint policy summaries

1. Addressing financial sustainability in health systems
Sarah Thomson, Tom Foubister, Josep Figueras, Joseph Kutzin, Govin Permanand,
Lucie Bryndova

2. Assessing future health workforce needs
Gilles Dussault, James Buchan, Walter Sermeus, Zilvinas Padaiga

3. Using audit and feedback to health professionals to improve the quality and
safety of health care
Signe Agnes Flottorp, Gro Jamtvedt, Bernhard Gibis, Martin McKee

4. Health system performance comparison: an agenda for policy, information
and research
Peter C. Smith, Irene Papanicolas

HEN produces synthesis reports and summaries (available at
http://www.euro.who.int/en/what-we-do/data-and-evidence/health-evidence-network-hen).



The Health Evidence Network (HEN) of the
WHO Regional Office for Europe is a trustworthy
source of evidence for policy-makers in the

53 Member States in the WHO European Region.
HEN provides timely answers to questions on
policy issues in public health, health care and
health systems through evidence-based reports or
policy briefs, summaries or notes, and easy access
to evidence and information from a number of
web sites, databases and documents on its web
site (http://www.euro.who.int/en/what-we-do/
data-and-evidence/health-evidence-network-hen).

The European Observatory on Health Systems
and Policies is a partnership that supports and
promotes evidence-based health policy-making
through comprehensive and rigorous analysis
of health systems in the European Region. It
brings together a wide range of policy-makers,
academics and practitioners to analyse trends
in health reform, drawing on experience from
across Europe to illuminate policy issues. The
Observatory's products are available on its web
site (http://www.healthobservatory.eu).
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