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Abstract: The economic and financial crisis has a negatimpdct on the

government deficit and public debt in almost allmnmber states of the
European Union (EU). The reduced growth rate of G decrease in

business activity, and the increase in unemploymaeatjust some of the
factors that explain the strong reduction of furnddected from taxes; these
are the funds that guarante the stability of puplitunded systems like
healthcare. Along with this, the rising cost of hieacasts doubt on the
stability of the system and its ability to withslamostly through government
and social insurance. Key questions logically failog these issues are:
How does economic activity affect healthcare cqskté®w can healthcare
improve and develop in member states of the EUngilre current funding

model of the system?
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1. Introduction

The topic of development is in the foot of any huna&tivity during any historic
period. Nowadays, it is understood not as a devedop at any cost, but as a sustainable
development, that is to say, a development takimg consideration the interests of both
the present and the future generations. The madeeree for that is the European Union
Sustainable Development Strategy (EU SDS) apprave@dteborg in 2001. One of the
main indicators, measuring the sustainable devedopns the public health. It is a factor,
affecting all spheres of any country’s conditiondatlevelopment. There is no human
activity uninfluenced by people’s health. This isigh priority subject for every country.
Due to this reason states’ policy in public heatiecsphere is of great importance for both
their social and economics development.

The followed politics’ complex influence in publialthcare system is the factor,
which not only any nation has to take into consitien separately, but as well, this
explains the need of an all-round politics on aesogtional level. The economic crisis and
its consequences place in the foreground the isorganecessity to change both every
single country’s policy and European Union’s gehptblic healthcare policy.
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In conditions of restricted national budgets itdifficult to achieve a balance
between reaching economic and social objectives. tDuhis reason the need of new heath
insurance model stands in front of member stategmbanational public healthcare systems
and health insurance models traditionally basedhenstate and on compulsory health
insurance funds as basic, and in some countriesrilyepublic healthcare system’s funding
source. The economic crisis put in the foregrouhd tifference between people’'s
increasing needs of taking care for their heath #edcorrespondent increase in health
expenses and the abilities of the health insurangdels to meet these increasing needs.
These problems are not isolated only in the coesitof the European Union most affected
by the crisis. System’s concussions are possiblaniy country relying only on public
sources for the healthcare system’s funding. Adesnomic crisis’ beginning in front of
each country, wishing to insure its public healthcsystem’s stability stands the question:
Dose it need new policy and new public healthcaraling model? And also: Should the
state keep its monopoly and decisive role in existiealth insurance models?

A possible alternative on this stage of models dase publicly funded models is
system’s funding by the private sector — the pevaalth funds. For now, this seems to be the
only alternative for more adequate funding of Healtoviders having in view the increasing
expenses they face in their work’s realizationmlany countries private sector in the public
healthcare is significantly underdeveloped. It ieorgly influenced by macroeconomic
situation, by the gray sector size, by unemploymegiet and many other factors.

2. Economic Crisis’ Consequences for European Unioklember States

The adequate analysis of the EU public healtheapiés looking at community’s
macroeconomic situation. The necessity of systaénges and possibilities to the end of
reaching sustainable development must be considaréide context of world financial,
economic, and social crisis’ consequences. Aftebéginning, the question of accumulated
foreign debt became very pressing for some EU merstaes. This caused instability
throughout all the community. Data regarding prépar between Gross Foreign
Debt/Gross Domestic Product (GED/GDP) for the me2602—-2009 for 24 of EU member
countries is presented in Table 1. For the calmratthe Gross External Debt of the last
three months of the respective year has been taken.

The countries which have joined the EU during Uisosecond and third
extension waves maintain their proportion aroun@®%0 Only Hungary which is in a
serious crisis (the GED for 2009 184% of the GDRJ hatvia (the GED for 2009 160% of
the GDP) are the exceptions. For the old EU mendoentries the GFB/GDP is over
150%, 200%. The exception here is Italy which h&4% the GED of the GDP.
Proportions’ values for all the countries have éased. This has happened extremely fast
in Ireland. The fast increase is not only due ® @ED’s big increase but also due to the
GDP’s negative growth during the last years. Theeotcountries’ movement is almost
identical. To a great extent, this is due to EUgqyobf cohesion between the countries.

The data show that Ireland is an accumulated @ebtd-holder as for 2009 its GED
was 1050% of the GDP. The biggest part of its albligns is due to the bank sector, which is
experiencing serious difficulties in the momenteTdountry is at the edge of a great social
conflict, since through the Celtic Tiger myth batie governments and the banks stimulated
the citizens to take mortgages, which they couldengay off. After that the government
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increased the foreign debt repeatedly and direaliedvailable state recourses to save the
banks from the loans the citizens could not pay Dffe to this reason country’s rating was
decreased. In spite of the government’s attempjsidwantee its Bank system and to cut down
its expenses, Ireland officially asked for a lodhe EU countries officially approved an
international turnaround package for Ireland to tikal value of 85 milliard Euros at an
interest of 5,8%. 50 milliard Euros of this amoumre intended for Irish budget'’s financing
and the remaining 35 milliard Euros were for thaksa of them 10 milliards for “immediate
recapitalization” and 25 milliards were on standibycase of need. In exchange Ireland
agreed to undertake an immediate stabilizatiortsobank system, to approve and enforce
additional financial consolidation measures, toartake large economic structural reforms,
especially in the labor market. This loan’s purpeses to guarantee Euro’s stability and to
prevent “contamination’s” spreading into counttike Portugal (the GED for 2009 235% of
the GDP) and Spain (the GED for 2009 173% of thé*}zD

Table 1. Proportion between Gross Foreign Debt/GrasDomestic Product
(GED/GDP) for the period 2002-2009

Country 2002 2003 2004 2005 2006 2007 2008 | 2009
Ireland 414% 466% | 568% | 663% 795% | 873% | 884% | 1050%
United Kingdom - 291% | 306% | 324% 379% | 402% | 342% | 429%
Belgium = 250% | 266% | 261% 290% | 335% | 316% | 305%
Netherlands - 261% | 274% | 261% 310% | 334% | 277% | 303%
Portugal = 168% | 168% | 158% 190% | 210% | 192% | 235%
Sweden - 117% | 144% 142% - - 163% | 222%
Austria = 162% | 171% 169% 200% | 215% | 201% | 218%
France 118% 128% | 138% 142% 168% | 187% | 170% | 196%
Denmark = 140% | 144% | 139% 164% | 183% | 172% | 196%
Hungary 61% 69% 80% 7% 117% | 127% | 144% | 184%
Greece = 105% | 110% 108% 125% | 147% | 144% | 178%
Spain 103% 111% | 118% 119% 146% | 160% | 146% | 173%
Finland 111% 113% | 120% | 112% 127% | 129% | 128% | 170%
Latvia - 84% 97% 95% 119% | 135% | 125% | 160%
Germany 136% 136% | 138% 128% 145% | 154% | 141% | 154%
Estonia 64% 72% 83% 81% 101% | 118% | 114% | 131%
Italy 92% 96% 95% 94% 113% | 120% | 104% | 121%
Slovenia - 57% 62% 68% 81% 108% | 100% | 120%
Bulgaria = = = 62% 82% 101% | 100% | 114%
Lithuania - 45% 46% 48% 63% 77% 69% 89%
Slovak Republic = 39% 42% 44% 47% 53% 53% 75%
Poland 43% 49% 51% 44% 50% 55% 46% 65%
Czech Republic |  36% 38% 41% 37% 40% 44% 38% 45%

Source:The primary data are from the World Bank, the dalitons are done by the author.

Before Ireland, there was another Euro Zone merstste experiencing serious
problems due to its big foreign debt. In the bemgignof 2010 the economic situation in
Greece worsened seriously. In difference to theici Ireland the crisis here is due to the
obligations accumulated by the State Governmertbsethis caused the need of cutting
down sector’s expenses as well as to change tHautaben.

61



Aleksandra Kirova

These negative tendencies in the GED increase lameed down GDP growth
rates after 2008, big budget deficits and the imjbility to cope with the increasing
unemployment are the main reason for the seriesefifrms EU member countries’
governments performed. A tendency is being obsenfedxpenses shrinkage and tax
burden increase aimed to balance the state budgstscrisis slowed down the process of
rapprochement in the community. It seems to be guaisinto attention’s periphery by the
difficult situation in the Euro Zone and continuidgubts regarding its future existence.

3. General Review of Public Healthcare Expenses Amaling to Funding
Sources in the EU Members States

Long time efforts have been made in statistics ldgwaent to be able to perform
public healthcare systems’ research in each Europé@ion member state and their
comparison. And System of Health Accounts (SHA) hndblogy’s multiple revisions
prove this. International Classification of Healkhcounts (ICHA) was created. It ranges
both public and private heath expenses. It was @bdut and applied by the Organization
for Economic Co-operation and Development (OECDyrM/Health Organization (WHO)
and the Commission. Thanks to this system natidwedlth care expenses data are
comparable within entire EU.

The system shows how the resources are being uskdllaws following health
policies’ effects. System of Health Accounts isatpf European Statistic System. The
SHA is an internationally accepted tool for headifecexpenses’ description, summarizing
and analyzing, and their funding applying analgind all-round approach to health systems
in a measurement function-executors-funding bodied expenses data binding to non-
monetary indicators of healthcare systems’ fundi@md providing of individual and
collective health services (National Statistic itase, System of Health Accounts). The
ICHA uses three main classifications — of finanadalrces, of functions, of personal and
collective health services providing. Applying t&#A the expenses society makes to
protect the health (prevention, prophylaxis, amdtiment activities) are bound in a system
of cross-classification two-dimensional tables and:

< providing health and treatment services (healthéastitutions) and collective
health services for prevention, prophylaxis, schioealthcare and other public
health programs;

» functions and activities performed by the providergssified under SHA
Functions Classification.

Undoubtedly, one advantage of the adopted sindieypm the field of statistics
on health care in the European Union is the oppdytdor benchmarking (comparative
analyses) within the European Union and outsidea#, well as the opportunity for
investigating the effects of the EU Health Stratefiye fact that there is missing data on
most of the member-countries in EUROSTAT since 2@@®esents a certain difficulty.

The second programme of Community action in théd faf health is the main
instrument the European Commission uses to impleithenEU Health Strategy. It must
therefore help to achieve a high level of protettior the health and safety of European
citizens. It aims to improve citizens' health s@gurpromote health and generate and
disseminate knowledge and information on the subjébe funds allocated for the
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implementation of the programme for the period frb¥nJanuary 2008 to $1December
2013 amount to 321.5 million EURO, that is, 54 ioill EURO per year, on average.

The third programme of Community action in the dief health (2014-2020),
entitled ‘Health for Growth’ strengthens and emphes the connection between the
economic growth and the good health status of dpiation. The programme is aimed at
actions with an added value for the EU, in keepiitlp the Europe 2020 strategy and the
current political priorities. The financial cristsought forward the need to improve the
economic efficiency of health care systems. The besrstates are pressed by the need to
find the proper balance between providing accesdigh-quality health services to
everyone and complying with certain budget restie. In this context, it is of utmost
importance for the member-states to be supportedhair efforts to improve the
sustainability of their health care systems so a®nsure that these systems have the
capacity to provide high-quality health servicesaliotheir citizens not only in the present
but also in the future. The ‘Health for Growth’ Bramme contributes to finding and
implementing innovative solutions for boosting theality, efficiency and sustainability of
health care systems, emphasizing human capitattenéxchange of good practices. The
funds allocated for the implementation of the pamgme for the period from®*LJanuary
2014 to 3¥ December 2020 amount to 446 million EURO, thaBi,milion EURO per
year, on average.

It is typical for EU member states that in the k&st years each country’s health
expenses grow unceasingly. The reason for thabtisonly population’s aging tendency
(from 15.6% of population over 65 years of age @@ to 17.4 % of population over 65
years of age in 2010) in Europe and people’s wangehealth status, but general prices
rise reflecting in this sector too. Simultaneoushgroduction of new technologies aiming
treatment’s quality improvement is an additionattéa reflecting permanent increase of
health expenses. Average percentage of healthcgrenges growth rate during stated
period shows that for almost all Member state coemtthere are strongly expressed
positive growth rates. After 2006 the rates arelmfaster than in period’s beginning.

Figure 1: Healthcare expenses of all financial agénper person of the population per
purchasing power parity and the average life expeancy level for 2005
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Source:EUROSTAT
http://epp.eurostat.ec.europa.eu/portal/page/fiuetdth/public_health/data_public_health/database

63



Aleksandra Kirova

In the same time duration of life expectations fmth men and women have
increased from 2005 to 2008 respectively with ayerane and half year and a little bit over
one year. This shows that health expenses incraame population’s health status
improvement. In spite of this big expenses for theake and their increase don't lead to life
expectancy index better level equally everywhesesites, high health expenses not always
mean index’s better level. This raises the questimut healthcare system’s efficiency.

On Figure 1 cross-drawings are presented showiradthoare expenses of all
financial agents per person of the population peclpasing power parity on the ordinate
and the average life expectancy level for 200520G8B.

On Figure 2 cross-drawings are presented showiradthoare expenses of all
financial agents per person of the population peclpasing power parity on the ordinate
and the average life expectancy level for 2008.

Figure 2: Healthcare expenses of all financial agénper person of the population per
purchasing power parity and the average life expeancy level for 2008
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Source:EUROSTAT
http://epp.eurostat.ec.europa.eu/portal/page/fieetdth/public_health/data_public_health/database

The drawings show the simultaneous growth of bahlthcare expenses and life
expectancy. As well, two groups of countries aeady differentiated. In the first group the
countries which have joined the EU during Uniorésand and third extension waves are:
Lithuania, Latvia, Estonia, Slovenia, Hungary, PdlaBulgaria, and Romania (average life
expectancy — 73 years of age, healthcare expenge8 PPP). In the second group the old
member countries are: Belgium, Denmark, NetherlaRdance, Austria, Germany, Spain,
and Finland (average life expectancy — 81 yearsltheare expenses — 3000 PPP). They
have significantly bigger healthcare expenses pgitz, but in the same time health
expenses are many times higher than the ones dfshgroup countries. Exceptions from
these two groups are Slovakia, Portugal, and Cyprhsy have medium expenses levels
but high life expectancy levels. These countriesdlthcare systems are more efficient, i.e.
positive result was reached using fewer resouiesse countries show a possible way for
each member country’s healthcare system’s developrmamely looking no only for
system’s sustainability regarding funding sources im the same time for system’s
efficiency improvement.
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All EU efforts, common policies, and programs aimember countries’
convergence. This regards the healthcare too.ite spthat, the rapprochement which was
looked for since 2005 has not been reached regpfiiin expectancy indicator. The clear
differentiation of two groups of states (the oldmixer state on the one hand and the new
ones on the other hand) both in 2005 and in 2008vsihe insufficiently good results of
multiple EU programs. Undoubtedly, the economisisréxerted its strong negative influence
and the rapprochement which was looked for turnddet something rather advisable than a
really reachable goal on this stage of Communé#g@nomic development.

Health expenses structure (Figure 3 and Figurehdyvs each EU member state
policy’s peculiarities regarding healthcare systbey use. In spite of differences between
the states there is one common thing for them tisdtiat Social Security Funds (SSF) and
NHIF and the General Government have 50% partigipain health expenses made in
2008. The data for the period 2005-2009 presenthé EUROSTAT don't show any
significant changes in this structure. This perioidall member countries’ economic
upswing and lack of concussions explains the gésahility in healthcare field.

Figure 3: Health expenses structure for 2005
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Figure 4: Health expenses structure for 2008
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Bulgaria though is an exception form the generalasion. In this country, up to
2008 Government Budget's expenses decreased withsall 4% in structural expression in
account of 9% increase of National Health InsuraRoed (NHIF). In the same time
healthcare expenses grew as a percentage of GDR,dbay in low level againts average
percentage in EU. These changes are a consequérioagotime attempts to reform
Bulgarian healthcare system. These attempts didad to any significantly good results
regarding both the stability and the improvementifef expectancy. The funds spent on
health care in Bulgaria have been increasing orammual basis without achieving a
positive effect on the health status of the popaat

Member country’s different healthcare expensesicstire and their corresponding
health systems define different problems appeaatitey the crisis in this field as well as
differences in the measures taken to overcomeoit.tke countries where governments
have the main input into system’s funding througithgred taxes (Denmark, Spain,
Lithuania, Portugal, Finland) the undertaken restms regarding Government Budgets
(GB) put forward the need of reforms in the healtkcand the need of reaching a more
balanced model for the system. In Spain where kudegficit for 2008 was 4.2% of the
GDP and for 2009 was 11.1% of the GDP, and the etapiga debt crisis similar to the one
in Hungary, Greece, and Ireland imposed a numbemeésures aiming to limit the
expenses and increase the income, for exampletheaised VAT.

These problems are not set isolated in only theaéthtare systems’ models. They
can be found in the countries relying on modelstasn system'’s funding from public
health funds too. The permanent unemployment gréwth 7.2% in 2007 to 9.7% in 2011
had its negative influence on gathered health arste payments level. A target for all
Member countries should be to achieve a balandbarfunding models, i.e. it should be
sought a competitiveness in the system.

Reaching the required cohesion and sustainablelajgwent in the healthcare is
difficult to be achieved under the current status qf the system. Figure 5 and Figure 6
present the percentage of the expenses for headtihgafinancial agents to the GDP for
2005 and 2008.

Figure 5: Health care expenditure by financing agen(percentage of GDP) for 2005
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Figure 6: Health care expenditure by financing agen(percentage of GDP) for 2008
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The main conclusion that can be drawn is that tleen® country that makes major
structural changes in its healthcare system. Taesreno significant changes in the funding
and the percentage of the GDP for it, which indisahat the slowing of the growth in the
economy has a direct negative impact on the system.

Despite the worldwide tendency for increasing thars of the voluntary health
insurance, it turns out to be hard to establishmimst of the European Union member
states due to the conservative financial modelthef healthcare systems. The economic
instability in the region puts further constrairtts the sector growth by forcing the
governments to involve additional funding sourcasthe health provider. This challenges
the opportunity of each member state to fulfillsteial responsibility to improve the health
status of the population. Furthermore, the demducapging in the entire Community
impacts negatively not only the healthcare systdmt also the pension system.
Consequently, the need for reforms and improveroétihe government policies in these
two areas is more important than ever.

The difference between the fast growing costs fealthcare and the ability to
meet them will put to a test the capability of @Beneral governments of the Member
countries of the community to respond appropriadelgt quickly to the negative changes in
the macroeconomic in the region. The desired resfltthe measures that are taken for
getting the crisis under control and shrinking gam between the growing needs of the
people for expensive treatment and the ability ideuntake these costs, do not have such
fast impact.

4. Conclusion

The healthcare is a complex system including aaiviof management, financing,
and health services providing aimed to improve patn’s health status. Nowadays
health systems are based on the principles ofasithtl right of choice, and efficiency in
system’s resources spending. In its nature, itbadis social and economic features. State’s
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part in the healthcare is still essential in thgamity of EU countries in spite of world
tendencies for higher liberalization of health $s#g’ market and competence’s
introduction. All this aims the improvement of syst's efficiency and reaching lower
levels of health expenses.

The financial crisis has highlighted the confligtlween the increasing needs for
healthcare and the associated rise in healthcaenegs, and the extent to which healthcare
models can meet these needs. Also the economis essalated the necessity of reforms in
the healthcare field in a number of European cémti-or some of them the crisis was
may be only a pretext but not a basic reason ferctitanges in applied financial models.
Strong dependence of community’s healthcare systamaublic funds definitely does not
guarantee stability in their condition and develepin The connection between
macroeconomic situation in the region and healthdéanding possibilities are explainable
having in view the possible funds’ sources forféeding. The states relying mainly on
public health funds have two ways: one is connetiteidcrease competence in healthcare
field and to develop private health insurance furais the other is to increase existing
system’s control and efficiency. l.e. the choice éach country is extensive or intensive
development.

References

Borisov, Veselin (2009)Health Management; Corex Press

Evetovits, Tamas (2010)Means and Ends in Health Financing Refdri®ofia

Gladilov, Stefan and Delcheva, Evgenia (2008conomy of Health Care’ Sofia,

Princeps

4. MoF (2006),"Financing and Management of Health Care — Thea@&tBasis, Models,
Problems and TrendsBudget Directorate, Sofia

5. Petrova, Zlatica and Chamov, Kuncho and Gladildgefeé® (2008), «Quality in Health
Care — Modern Dimensions and Trends», Sofia, Hda#tlia Group

6. Thomson, Sarah and Foubister, Thomas and MosskHlias, (2009), “Financing health
care in the European Union Challenges and polisparses”, Eoropean Observatory
on Health System and Policies

7. EUROSTAT
http://epp.eurostat.ec.europa.eu/portal/page/pbealth/public_health/data_public_hea
Ith/database

8. National Statistical Institute, Republic of Bulgari
http://www.nsi.bg/EPDOCS/SystemHealth_AccountsO0f7.pd

9. World Bank
http://databank.worldbank.org/ddp/home.do?Step=d24&CNO=1068

10.World Bank

http://databank.worldbank.org/ddp/home.do?Step=2&&hActiveDimensionld=QED

S_Indicator

wp e

68



Problems in the State and Development of the Healthcare System
in the European Union

PROBLEMI U DRZAVI | RAZVOJ ZDRAVSTVENOG SISTEMA U
EVROPSKOJ UNIJI

Rezime: Ekonomska i finansijska kriza imaju negativan ajtina budzetski
deficit i javni dug u gotovo svim zemljan&@anicama EU. Smanjenje stope
rasta BDP-a, pad poslovne aktivhosti i péarge nezaposlenosti samo su
neki od faktora koji objasSnjavaju veliko smanjesjedstava prikupljenih od
poreza, a to su sredstva koja garantuju stabiljaesio finansiranih sistema
kao &to je zdravstvo. Uporedo sa ovim, rast trodkovdravstvu baca sumnju
na stabilnost sistema i njegovu sposobnost da m@staoz drzavno i
drustveno osiguranje. Kigma pitanja koja logno slede iz ovog su: Kako
ekonomska aktivnost @t na troSkove zdravstvene zastite? Kako se
zdravstvena zastita moze unaprediti i razviti u lema ¢lanicama EU, s
obzirom na sadtnji model finansiranja?

Klju €éne reci: sistem zdravstvene zastite, ekonomska kriza, EU
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