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ACHILLES' HEELS OF HEALTH CARE SYSTEMS
Jan Mertl?

Introduction

The current economics of health pays extensiventidte to detailed analyses of
structures of different models of financing healttte which are based on calculations,
the economic position of the actors and rationahemic allocation. Less often, these
models are presented in the context of the need higalth care, institutional
arrangements of health systems and health politgomes in the form of affordable
and quality health care in the community. Therefdteappears useful to analyze
theoretical background of the layout options far bealth system and by showing them
the mechanisms to operate, but also the failurevasfants differing by means of
financing and ownership structure.

Please recall in this context that the classifomatif health systems in their institutional
structure and defining the role of the private gatilic sectors has already been made
in the literature. Therefore, the article in itedhetical citations builds on a relatively
broad overview of relevant theoretical literatur@nh health and social policy and health
economics. The main objective of the article, hosvevs to explore why different
models fail, and therefore where are their wealeseasd what are their causes. We are
trying to show that the core structure of healttstesns has resulted in their
susceptibility to certain types of problems, maitdgcause all health systems are
constantly faced with the reality in the form of ahjectively emerging health care
needs. In this sense our effort could be compapedeeking side effects of some
medication and evaluating their importance and esusot primarily focusing on
evaluating effectiveness of the treatment itsetfdficourse while maintaining a careful
view of the situation as a whole.

Using the method of deduction and analysis of tbenemic structure of different
systems it can be inferred that the waiting lisisficits of financing and not realized
health care are some kind of Achilles' heel ofltbalth system and the transition from
one system to another - in pure form - is justadhange from one type of such a failure
to another. For this reason, it discusses possitlgions for the convergence of health
systems, its basic value and informational valueetders, however, lies primarily in
understanding the laws, theoretical backgroundthedimits within which possibilities
for the organization and institutional arrangemerfitsealth systems vary.

An article in the theoretical analysis refers top@inal evidence from health systems in
USA, Britain and Germany. Another method used s thn international comparison of
this evidence. Therefore, it is beneficial if theader poses basic knowledge of the
functioning of these systems at about the charatiter of the "country surveys",
published by European Observatory for individualrtoies?

! Ing. Jan Mertl, Ph.D., Department of budgetaryigyoand public sector management, Institute
of Finance and Administration, Prague, Czech Repubtinza.mertl@gmail.com
2 European Observatory on Health Systems and Pslisketp://www.euro.who.int/observatory>,
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Theoretical background

Culyer, Maynard and Williams (1981) specify two fotypes of an ideal health system,
called X and Y. According to their classificatiommadel X is such that "has as its basic
principle of customer sovereignty to a decentralirgarket where access to health care
by selective willingness and ability to pay.“ Findithis sovereignty through private
insurance permits access to insured services freharge in some appropriate time,
allows private ownership of means of providing beahre as well as offering a reward
of health care according to market criteria. Theosd one, a model Y, "has as its
fundamental principle of improving health for thepplation as a whole, allows
selective access to care, according to its acdty to improve health. Health status
improves through a system funded by public fundéows the public ownership of
means of providing health care, centrally managsdurce allocation, and also allows
monopsony in the healthcare market to determinenpay for those supplying health
care." Donabedian (1971) adds that "access torheate in the X model, interpreted as
akin to other useful things in society such as fad., that it is part of the social system
valuation model and Y is seen as a civil righteltke access to the courts or the right to
vote.! Considering this approach with reflection to Ewgap reality, it can also be
transposed to principle of social rights as defihgdEuropean social charter.

These models are not presented here because theyna@emented in practice in this
pure form. For purposes of this analysis, howewermy view they are essential,
because it shows that the model X security prevewisquate health care for all
members of the company (because the relative poied phenomenon permanently)
and Y model emphasizes the public interest as atwaghieve quality. System X can
be assigned to the liberal approach to health cargtem Y will embrace egalitary
approach.

These net types can be further analyzed in termswbéther their practical
implementation is possible or not. Such an analysis done by Williams (1997b). He
sees the fundamental problem in the sense thabteeof "agent” which is performed
by doctor, sees him working as a recipient of patiaformation, that enables him or
her (the doctor) to make a treatment decision wihgcBubsequently due to patients
when they - as doctor’s clients - realize in therfdreatment. This thought is followed
by saying that if these doctors are not "perfeanss) and pursue other interests than
the benefit of the patient, then the X system tetlodsffer more and the system Y to
offer less than the real needs of the patient areesponding to. The paradoxical
situation which results from this is the fact thgtrivate system, which generates strong
incentives for efficiency at the micro level, oretimacro level has serious efficiency
problems, since it is not able to control the voduand total amount of health care
provided. Conversely, a purely public system ofdmidry constraints has no problem
with restricted spending at the macro level, b $@rious problems at the micro level,
also with quality and responsiveness due to ladke#ntives at this level. Real national
health expenditure, as we have the opportunity daitar the statistics that confirm the
facts, as well as some results that could be setheifollowing comparison.

[cit.1.9.2009].
* More common in practice, however, is the concéptcaess to health care as social right, such
as in the Czech Republic.
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Practical solution is then sought in the ideal covation of these principles. Rather
theoretical way is to create a system where somacss will be financed from public
funds (e.g. hospitals), and some private (e.g.adigpt care). The second, at the first
sight more practical way, is creation of two exigtisystems that operate side by side.
The problem lies in the fact that funding of pagbBystems is difficult, and also each
added substantially to dissatisfaction of everyonmlved when high income groups
feel that they contribute to system that they dbuse, and low income groups feel that
the system they have to contribute to and rely @rdefinitely not the best one.
Therefore, a balanced position of the parallelesyst usually does not occur, and many
existing systems are close to the third type, wloere system plays a dominant and the
other smaller, carefully defined role. As Willianssates, the commercial systems,
easing its hard rule "you do not have, you do reit §y organizing a "small public
system" for low income people and those whose Iheadindition does not allow
insurance risk. These systems typically pose layatity than the private alternative in
the same country (if they were the same, no onddvMoave signed private insurance).
Likewise, primarily public systems mitigate the "dot need this for medical reasons,
you do not get" rule with the existence of "small/ate system" allowing high income
people to form health care groups according ta {heiferences.

Although the model Y can serve as a basis for dinetfoning of guaranteed health care
system, there are many facts that undermine it$wedd performance. While
preparing this text, | have encountered many sacksf Although they do not weaken
common reasons for the need for a guaranteed heaith system, | consider their
critical analysis not to matter in terms of ideyitiiy the risks to which they are exposed
to such systems. In particular, it is obvious teapecially the initial models of
beveridgean Y-type systems expect perfect sperafipgblic funds, which is definitely
possible, however, problems with the efficiencypoblic resources allocation are also
widely recognized. In this sense, many theoriegaxernment failure and limits of its
production functions highlight the pitfalls thathcase public funds to occur. Because all
real systems of financing health care utilize pubdisources to quite a big extent, they
have to cope with the possible failures of publinding. It is also necessary to monitor
whether the declared objectives of the systemraractice and in particular patients
actually met, the system responds to the needspendties of a citizen, led by its
contribution to the funds of health insurance @r government budget.

Somewhat different scheme, more approaching theegirof health systerhin reality,
is defined by KiZzova (1998).

! See Williams (1997a).

2 Of course, even Williams and Culyer made in otkgts a projection of their ideal systems into
the real world.
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Table No. 1: Classification of health systems in #h context of social policy

principles
. . Utilitarian

Liberal approach | Egalitarian approach approach
Freedom and Group liability and

Based on responsibility of | obligations of Benefit to society
individuals individuals

Typical countr U.S., South United Kingdom, E?girr?:]aRr?letEgc

yp y Korea Sweden, Spain, Canada Y

Netherlands

Is goods and has

Is publicly distributed

Is a social profit,

Healthcare ) : civil service and the .
its market price L benefit
basic civil right
Leads to Market health National Health Service PUbI'C health
system insurance
As a reward, As a result of a regulated relationship

Health care is
received by
individual in the
form

based on merit

between providers, payers and patients

According to the

According to the

The combination

principle of T o of solidarity and
) principle of solidarity :
equivalence equivalence
Limited, in the
. interests of the
According to the health .
company with
needs, regardless of
: respect to
social status, all the .
maximum
In a free same under the )
. S benefit for
exchange on the | principles of objectively o
. society in the
market of needed optimal,
long term

providers and
clients

sometimes maximalistic
health care, limited
resources have caused
time delays in the
implementation of care

individuals may

receive less than
optimal care, the
division of health
care to basic and

premium

Source: KRIZOVA, E. Rovnost ve zdravi (ekvita) v transforrméva
republiky, Praha: studie Hlavkova nadani, 1998, edldupdated.

zdravotnictviCeské

This concept corresponds to different principlesodial policy, as stated by Zizkova

(in Krebs, 2005). It is able to make a clearer logtween each type of health systems

and theoretical approaches commonly used in spolialy of individual countries.

In terms of achieving efficiency, this analysis siolers appropriate to take another type

of classification of health systems - according thke funding mechanisms and
ownership of medical facilities. If we follow thidassification, we can define three

basic types:
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Table No. 2: Typology of health care systems basea financing and ownership

Marking Financing Medical facilities Corresponding to the

System (ownership)

V-V Public - taxes Public National Health

Service

V-S Public — social Private, or. pluralistic | Public health
insurance structure insurance

S-S Private — private | Private Market Health
insurance

Source: own processirg.

The first of these types, called the model V-V,dueces health care as a public good -
that is financed from taxes and its level is deteed by political decisions. The
effectiveness of this model is determined by hofeatively is a government able to
produce public goods, using the mechanisms of puddctor economics. It is worth
noting, however, that based on Samuelson’s claasifin of economic goods based on
rivality and excludability, the health care withtable exceptions does not fall in the
category of public goods. So, here we employ Bégmaimstitutional classification,
leading to classifying health care in this model"pablic provided goods", which
comes out of a public choice to provide those gobgsthe goverment without
dependency on interaction of individual supply dedhand.

The second model, i. e. V-S, is rooted in the amtoyn of health facilities but their
“"control over public money". It consists in thetf#itat political decisions and economic
possibilities of the country are given a certaimeleof public funding, typically in
a special fund of public health insurance (that barmanaged by multiple operators),
and by the amount of funds and co-definition ofltieaare, which for them is to be
provided and determined by the position of medfeallities. Medical facilities may
have a multi-ownership structure, the goal is myaitile existence of an adequate
network of health facilities, the efficiency is ngerceived as crowding out of
competitive medical equipment from "market".

The third model, i. e. the S-S model, is basedromgeraction of private insurance and
private health facilities, which determines the tcaad volume of medical care. In
practice, the fact that due to the unavailabilitypovate insurance for a relatively poor
people, one of the buyers of health care in theapei sector becomes the government
through various instruments of public (or ratheciab) nature.

Theoretically, there could be a model S-V whichgisis of the fact that a government
should operate medical facilities where citizenastone care under a single official
price list and is financed not on the basis of tiaxa but direct payments at the time of
consumption. As far as | am concerned, this optmyever, is not used in practice and
therefore it will not be considered further.

! Because in English both termsuplic-vefejny andprivate-soukromy) begin with same letter,
we decided to keep the original Czech symbolshabthe models are easily recognizable.
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Note that there are systems where health poliepisonceptually implemented due to
lack of resources or political will (developing ctries, some specific areas). The
government intervention covers toughest social @spenly, complemented with
voluntary charity. Generally the direct paymentsndwte, or non-specific types of
insurance risks are used.

The system of the V-S and S-S widely employs thecpple of health insurance,
whether of public or private basis.

Public health insurance is based on principlesoaia$ solidarity and the sharing of
health risks of all citizens. From the philosophigaint of view, it comes from the fact
that the demand for health is common to all rafidhakers, and the objective needs
and level of health care that are based on sdierkifowledge. It is based on the
societal contract legitimized by legislation ane temocratic process and mandatory
payments of the citizens to the funds of univehssdlth insurance, typically separated
from the state budget. Cumulative risk is the papaoih covered by the Fund. Currently,
the approaches are analyZed the effective spending of public health inswen
through the so-called operators, that is, a plstialistructure of health insurance.
Insurance is determined by percentage, i. e. iatiogl to income. Allocation of
resources is done by public health insurance compdhat receive public funds under
the Act. Principles of public insurance have beealyed in theoretical models of
numerous authors and are also mentioned in thendlertts of international institutions
as an effective way to finance health care.

Private insurance is able to respond to healthtevarife of a person who concludes an
adequate insurance policy which includes the cageired by his or her state of health.
It uses its own tools to motivate the insured petsoeconomically rational approach to
the consumption of health care, when there is angdan his health condition.
Institutions involved in collection and allocatiaf these amounts, thus commercial
health insurance companies, then realize the silidaf its clients in the insurance
groups with the same or similar contract, while mmining voluntary closure policy.
To avoid possible dissatisfaction contractually emgk performance or financial
instability of the insurance companies, there afined and sophisticated complex
insurance models that sought to quantify the ri§kaoparticular client. The paid
premiums then entitle the client to predefined teaare consumption. In private
insurance plans are firmly in place the so-calleduttibles, which are expenses that the
insured person pays before the payment from inseréakes place, and co-payments,
when the insured person participates in the cosaif treatment as a share of its total
value. A type of moral hazard for insurance implidsat type of payment to choose. If
moral hazard increases the risk of the existencelaifns, the insurer should choose
deductibles. They will encourage the insured tartmge cautious, and moreover, they
will not burden for small damage. Conversely, & tioral hazard of the type increases
the size of the damage, the insurer should chdwsed-payments because the insured

Y Here I can only recommend a detailed interpratatibthe problem in Culyer, A., Newhouse J.
2000.

2E. g. See Mahieu, R., Grignon, M., Chone, P., 2002.

®Nonetheless, it should be recalled that publicthéakurance employs the principle of
solidarity of all citizens.
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person will be stimulated to try to minimize the amt of loss. Deductibles and co-
payments can also be combined but there is a redlgmthat this may completely
discourage potential clients from buying an insaeaproduct.

A detailed comparison of private and public inseeis as follows:

Table No. 3: Comparison of private and public insuance

Private insurance Public Insurance
Insurance is based on the risk of the cligninsurance premiums are determined as p
(health, sex, richness) and the percentage of the labor income insured,

implementation of the negotiated contractfor all the insured in a fund

The premiums are associated with real | The amount of insurance has close ties to
risks, options, and the willingness of the national economic variables such as
clients to insure. wage

Payments for care, which are agreed on iRayment care, which is defined in the
the contract - individually for each client| legislation - for all clients in a uniform
or group statutory insurance

The existence of insurance is the result pinsurance is mandatory for all persons
voluntary interaction of both parties, thefedefined in the legislation
is no obligation to insure or be insured

Co-payments or deductibles are Participation is determined on the basis jof
determined on the basis of the insurance socio-economic criteria
contract

Source: own processing on the basis of Goulli,NRertl, J. Public funds for the provision of
health care. Podbanské 04/05/2004 - 05/05/2004.Qurrent issues on public finance, Acta
Facultatis Aeriai Public, Matej Bel University Ba@sBystrica, 2004.

Use of different types of funding also influencdse tdegree of solidarity and
competition (equivalency) in the system, as illatgtd by the following scheme.

Figure No. 1: Solidarity and competition (equivalery) in the health care systems

A

Government
Competition
(equivalency)

Solidarity Public insurance

Private insurance

Out of pocket payments

Source: Saltman, R. B., Figueras, J. Critical Chadles for Health Care Reform in Europe,
Buckingam: Open University Press, 1998

Yvalid in general, for example in the American systef private risk insurance can be found
parallels to the left column.
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Waiting list, deficits and health care not put imtiactice — just different forms of the
same problem?

From the description of health care systems, désr that none of them is ideal, each
has its own problems to be addressed. Negativecespé health systems show that
where there is "a friction area of effectivenesk® weakest parts and disadvantages of
each system are shown. It is therefore importaantdyze why this is so.

In a system of national health services (i. e. typ¥ according to our classification),

the level of health expenditures is determined bitipal decisions at the state budget.
The basis of efficiency is the allocation and piagnrole of the state which uses the
mechanisms of public sector economics. The follgwimage shows the logic of the
system.

Figure No. 2: Model V-V

Patient

Treatment based on lim Taxes
and resources available

Goverment budget, ex
Doctor ante setting of priorities
4—
Financing
health care
facilities

Source: own reasoning.

It is essential that there are available resouinethis model which are centrally
determined in advance, and which ultimately crehte limits of each type of care
implemented in the form of determining the numbkspecific health care procedures
etc. In case of absence of such limits, this systemld not be sustainable.

Therefore, when there is a greater need for heatk than expected, which applies
especially for expensive one-off health care pracesl there is no choice but to create
a waiting list on which the patients are combinetio have not received it in that
period. In theory, these instruments also serveotobine and register the care needed
and determination of priorities. At the same timgedo the planned health care
procedures clearly given, total level of output pear can be carried out. The creation
of a waiting list, which is cited as a major prahlef this system, is so inherently
present and based on this logic because the systesing these lists and prioritization
of potential patients and determines the needdoiatas well as the need to compare
between different groups of patients. They arepttaetical expression of management
of effectiveness at the central level (with thd €ulderstanding of its negative aspects).
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Empirical model that best matches the V-V modé¢hésUK health system.

In the public health insurance system (i. e. S{etpccording to the original structure)
the situation is different since the limit is nattablished and managed centrally; i tis
"only" seen as a problem if spending rises aboeetdlerable level for the load factors
of production, especially labor. At the same tintleere is usually a guarantee of
available health care which is paid by public fufitte basic problem is to keep health
care costs consistent with available resourcesfifhee below indicates once again the
logics of this model.

Figure No. 3: Model V-S

Mandatory payment of insurance
(premiums: political decisions, decisions
of health insurance companies)

Patient

Treatment in relation to patient
needs and legal rights

Doctor Public health insurance

A

Ex post payment

Source: own reasoning.

In this model, the principle is that health caree& of charge at the moment of
consumption” is consumed first and only then ®ipaid off by health insurance to the
health facility directly. If then the resources ttheealth insurance company has at its
disposal are not sufficient, there will be accurtiala of deficit or increase in the
premium rates, if such a mechanism is granted liijiely." A partial solution to this
problem is the approach used for example in Framdere the payment is made
directly by the patient at the medical facility datien later reimbursed to him or her by
an insurance comparfyThe question of deficits is the key issue of pubiealth
insurance and is based on thelogics which hasbgsh mentioned. In systems where
the allocation role of public insurance companieghiw the meaning of price
negotiation is weakened and there is no possihiftadjusting the premiums deficits
arise regularly.

Empirically, this model corresponds to the Germaodeh of health insurance in the
public (social) parts, as it led to the practiceCtiancellor Bismarck in the 19th century
and later it was developed during the 20th century.

YIn the Czech rep. not, but for example in Germasyheen already stated, yes.
2 However, it is clear that without regulation ararection mechanisms, as refined in France, it
would be the only a game with a patient's wallet.
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In the market system (i. e. S-S type in the origistaucture), the situation is very

complicated to analyze. It should be abstracteah fitee public part, which in the system
currently represents a significant proportion, andiagram of pure market system can
be drawn. That is the picture below.

Figure No. 4: Model S-S

Patient

Payments for care
(according to
insurance contract)

Insurance payment

Treatment based on  (premiums: contract

effective demand of the with insurance
patient company)

Private health
insurance

Doctor

Source: own reasoning.

In this model, private health insurance poses #tara of security and protection for the
individual, not primarily the efforts of an effigie allocation. Patients demand care in
medical facilities and for those it is essentiathglevant, from what sources (patients'
or insurance company's) it will receive funds ty far the health care providéd.

It is essential, however, that if a patient doesha&ve the required resources available
and someone else, such as health insurance, vgilliog) to pay the expenses for him or

her, health care is not put into practide. this relationship, the efficiency at the micro

level is determined - simply because if a partictitansaction is not paid, it does not

occur, it is not realized, just like on the geneararket. If the patient care does not
demand health care due to its budgetary constraigo not even know if he or she

has any medical problefh.

The empirical model we find in the health care eysbf the United States of America.

! This is also why in the diagram above the relaiom between a private health insurance and a
doctor is not plotted. In its pure form, forms ofidnaged care" as we know them from the U.S.
system, are only a form of development in marked@honot the default principle.

2 Unless it is be done for solidarity reasons. Big étonomic analysis model cannot be expected.
It can well be so, and as we know from Americanesys it also can be done by the government.
The question is whether it is systemically correct

3 In this context, the position of the patient onvaiting list in the V-V and patients without
financial resources in the S-S can be seen aslgdpzal. This can be weakened by the statement
that it is always better when there is need folthezare, at least we know it and we can deal with
than if we do not know about it at all. Moreovdre tpresence on the list does not mean that
patients were not parallelly treated for their dise using other methods. The problem is wider
than can be outlined in a limited space of thickrtFor more, see e. g. Williams, W. Free Health
Care. Human Events Online, <http://www.humaneveritsemrom/article.php?id=4551>,
[retrieved 1. 9. 2009], Culyer, A.J, Maynard, Ad$® Being reasonable about the economics of
health. Selected essays by Alan Williams. Cheltenlizdward Edgar Publishing, 1997).
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When we summarize lessons learned, the waitingslistnerging as a possible excess
consumption of health care over the centrally pré¢el and regulated volume, which is
in the V-V model recognized as objectively necegsad therefore payable from public
sources. The deficit of health insurance in the Yhi&del is created as a discrepancy
between the real patient interactions - contrantedical facility that is (mostly ex post)
funded under the public insurance. Finally, theecaot realized in the S-S is a
manifestation of a combination of market failurehigalth care and as such it leads to
empirical limitations of rationality and decisiomafent gap between disposable income
and need for health care.

Presented considerations and lessons learned frdesaiption of the health systems
lead to formulation of the following conclusion. Wiag lists, deficits of public health
insurance and not realized care are manifestatbogsie and the same problem which
lies in the practical implementation of specifiengiples of rationality and effectiveness
in concepts of health systems.Where in the systaphasis on efficiency is laid, which
is seen as crucial for long-term stability of tlystem - that in itself it also provides an
escape valve, which, especially when inadequatepeosation, despite compliance
with other required parameters of the system escape attribute’ which then
backwards destabilizes the system.

If we intentionally exaggerate the problem, thea tharket system (S-S) places such a
responsibility on individuals and their decisionishin the budgetary constraints, that in
an environment of information asymmetry and budgsits they often make wrong
decision in relation to their health. Or even do¢he presence of such mechanisms an
individual does not have any space for such detisitne system of public insurance
(V-S) guarantees access to health care but hasbéepr with the expenditure side; it is
difficult to effectively limit spending which giveitizens the legal right and which are
typically carried out before they are paid for. &y, a system of national health
services (V-V) can "pull" spending at the centesuth a strong manner that in reality,
it could be seen as underfinanced given the nemdsi¢re demands) existing, and the
desire for efficiency may lead to the fact thattljosealth care procedures become
"scarce goods" and there will be need for the meatf waiting lists.

Does this mean that whenever we conceive any sysfefinancing health care, it
always contains such a weak point - Achilles' helelthink so. | see the cause
particularly in the existence of objective healtinecneeds.

From the analysis of behavior of patiens, it iacltat the demand for health care is a
complex phenomenon that often has the charactarisfithe common market demand
for the service. It is therefore appropriate toet@vthe issues to a greater extent - even
with the knowledge that such analysis has unquestily been an evergreen of health
economics since its inception.

Economic rationality is not the only criterion then be applicable in this context - and
not all health care is consumed as a result ofifpeiemand. In this context, the terms
used are health care needs and the demand foh lvaaét. The demand for health care
is perceived as an individual economic decision uableealth care, that will be

! Financial sustainability (deficits), the availatyilof expensive health procedures and access to
health care across social groups.
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consumed with the intention to improve one's healdn the other hand, health care
needs are determined by a physiciavho decides what health care is needed for a
particular patient.

It is also necessary to recognize the differendevéen health care and health. Where
there is a close link between these two entitiesret may be individual demand for
health care associated with demand for health. Wisethis relationship more relax&d,

it is rather that an individual demonstrates arrigdgt in the achievement of health,
either by a health care demanded, which impliesithill lead to his recovery, or if his
health status is objectively recognized as reqgitiratment, it is hereby determined by
recognizing the need for health care. You can tneate, in line with Cooper (1975), a
consequence, where the individual's desire forthea result in a visit of a doctor (and
thus the demand for care) but not all such demsmeldognized as the need for medical
care, and vice versa; health care to the individaal be indicated as necessary that he
or she never thought of demanding before. In thigext, the demand for health care is
executed if the intersection with the opinion afactor, who also sees demanded health
care as useful and recognizes it as necessapyrisl f

Such division can give us further details. It is dley who states access from
perspective of the individual (1992).

Figure No. 5: The interest, the demand and the neddr health care

INTEREST DEMAND NEED

Expressed and
> saturated need

Expressed

General demand

interest for Unexpressed,

health and its 'I: wanted need
level
) Not ez(hﬁ(r:ﬁisesr?)d Unexpressed

and unwanted
need

demand

Source: Mooney G. Economics, Medicine and HealtteCsecond edition.Essex: Prentice Hall,
1992.

In this scheme, the interest in good health (atigergpredictable and not questionable
for rational individuals) is divided into demandhieh is shown to the doctor and one
that is not. It then implies the distribution ofdith care needs of the one that was

» expressed and saturated (realized),

L Or the society as a whole - see the concept dfanis (1997a).

2 Boulding argues that the concept of health needg aszociate opposition to the liberal
conception of health care, as only a slave's neeffee man is in demand. In extreme form may
of course be needed health care used as a tobkgbdtient's refusal of full sovereignty. This
approach to health emerged in some socialist cesntdowever, in a lot of situations in health
care the concept of need is fully appropriate. BOWNG, K. E., 1966.

3 And this situation prevails in the health sector.
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* not expressed, and yet it is felt,
* neither expressed nor felt.

A specific example may be found in the decision imgkprocess of a person who is
suffering from gallstones. He or she can feel heploblems and seeks to confer his
doctor with them to ensure lege artis treatmenth®por she may experience problems
but does not seek treatment because of subjee@sons (money, anxiety, etc.). Finally,
his gallstones might not cause him any subjectiadlpms, however if he had visited
doctor, he would have been treated or at least tmed. If he does not do it
intentionally, he may not be aware that shouldrbatéd, and therefore he is not.

Williams notes that the reduction of health careués to a simple demand is
oversimplification of the problem, and does notegiso much hope for success to those
economists who would like to determine the priestin health care only from the
analysis of demand for health car€riterial analysis of health care needs in hiscepn

is divided into three different players who takeidm®ns - patients, doctors and society.
Human values rankings are individual and differse. Whether the patient sees a
doctor, it may be - and remember ,unexpressed amehoted needs" - even induced
health policy makers, even if the patient did miend to do so. Of courseit implies,
inter alia, that health policy makers are respdasibr designing and implementing
such incentives. Technical (medical) criterion bé tdoctors - that the patient may
benefit from treatment in terms of quality of ld@d lege artis process - is also a subject
to comply with the case of socio-economic criteridhat if it pays off if such treatment
is provided and resources for it are availableisltherefore in this concept quite
irrelevant whether private health insurance compaetyarian decides on what is paid,
or an elected politician in the democratic processcording to Williams, anyone
decides on priorities, anyone is under tremendaoesspre, which tends to move to
independent experts (Williams, 1997). Such hidimglar the expert opinion may be
beneficial, but it also entails a risk, if an expisrnot an expert in the relevant fields or
is influenced by some interest group. Similarlyjsithecessary to truly assess all the
relevant priorities, rather than reduce the denisiobe treated solely on the cost benefit
analysis.

Whether we define the need for health care in aay,\ts presence in the health sector
is therefore indisputable. It is embraced in heaitstems in different ways - they even
may not does not fully saturate it - but then nuesdl with the fact that the existence of
such needs will be perceived as their failures.

After the exposure made, it is necessary to skateplayers in the health systems have
long been aware of these issues. Therefore, thely teecompensate for the negatives,
which could be seen, with the introduction of othrerchanisms, regardless of their own
nature or inspired by other systems in an efforeliminate those negatives. Such
procedures can sometimes seem to dismal, and wftpnactice strong calls for the

system purity can be heard. Yes, the systems stautdearly built on their foundations

and theoretical principles, but in practice withadlequate compensation they lead to

1 WILLIAMS, A. (1978). In spite of the very concemf demand as an instrument of
determination using the priorities, | consider seful to refer to his views - as representing the
very broad perspective on the issue of determinaifdhealth care.
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the trends described. The often cited negativesuaesl as an argument against a
particular type of system without simultaneouslyliad, that by simply switching to
another system, there is just a change of formxpression of inefficiency, rather than
its limitation. This is one of the reasons for thieoduction of other mechanisms.

Convergence of health systems — is there an idedéif

Seen by the prism of previous text, it should beials why the world's health systems
approach to the implementation of certain mechasisan actually look like "from
another world."

The debate on waiting lists has long been led énsiystem of National Health Service.
Practical solution is also, that in the contexEofopean integration, in certain cases it
is allowed to consume a British patient care oetdlie United Kingdom, as well as

increasing patient choice, if they remain long aaiting list. The structure of patients

on these lists is being analyzed to determine vandtie statistics of the waiting and the
length of waiting time masks substantial healthdfigh that could be implemented, or if

it brings only minor effects. In this context, tRRALY indicator and other methods of

assessing cost-effectiveness of specific therapengthods are used.

Likewise, the introduction of quasi-market prinepland the allocation system rooted
in economics of public sector can be considerditta manifestation of efforts to offset
the traditionally encompassed the negative oftype of system. In these concepts we
can trace the reasons behind the pure public sgstemse pseudo-market approach,
such as fund-holding or hospital trusts. This givise to separation of payers and
providers and to curb government's role as purchaEdhe care. Similarly, for example
in Sweden, models of competition have been testashg public buyers of care. They
are generally not quite systemic in practice andatays successful, and their usage
contribute to general increase in spending on heedire. However, utilizing those
guasi-market approaches, health systems are abfésti some of the disadvantages of
the traditional pure public access.

The public health insurance system, which is thetrddferentiated system in different
countries, implements a wide range of tools thataready currently well short of the
original principle of Bismarck's social insuranc&mployment principles, as
documented in the development of the German syste¢he 1990s, is phased out, both
in terms of public access to the application ofregnics involving competition in the
public sector and in the context of increased labmarket flexibility and frequent
migration of workers between employers and everieggions. There are significant
differences between countries using bismarckiancfpies, Dutch and Swiss insurance
system would deserve a separate analysis, they rwweaore competition among
insurers.

In market systems - paradoxically - the growingrof the public sector is reflected; on
one hand, there is a market effectiveness drivetesy, but it logically excludes the
relatively poor and those who are not willing ttbeate resources for health insurance
in the form of ex ante, and there is the pressurepablic resources, in terms of
purchase of health care in the private sector bygibvernment at the prices, at which
the private sector is willing to sell the governimeare. Yet for those which are not
covered by public programs, there is a problematfraalized care that nobody knows

34



about, and a care which may not even occur, ifdke of health will not be publicized,
or if the patient dies a timely manner.

Convergence of the systems may be partly proverenaaily by the data on the share
of public funding in total expenditure on healthisishown in the table below.

Table 3 - the share of public spending on health t&DP, in %

1970 1980 1990 2006
Cz 96.6 96.8 97.4 88.0
Germany 72.8 78.7 76.2 76.9
United Kingdom 87.0 89.4 83.6 87.3
USA 36.3 41.2 39.4 45.8

Source: OECD Health Data 2008.

In the U.S., there is an apparent shift from pavhinding to higher share of public
funding. However, in the case of Germany and GBr#thin's, the share is broadly
stable, with the exception of UK in the 1990, whielas a result of reforms in the
eighties. These were partially reversed in the 1880gh. It contributes to this fact that
these countries have changed method of financinidpi(wthe meaning of competition

in the public sector and optimize the efficiencypablic spending) but not the source of
funding.

little retreat from the employment pillar of healtfsurance is also a common aspect of
health systems. For example, in the U.S. it is seea problem that people who do not
have a large employer providing them with healtbunance have less chance to sign
such an insurance. The German system has beenatiyadbandoning the principle of
employer based health insurance since the begirofitige 1990s. This does not mean
that the employer should not further contributéh® insurance. What can be seen in the
background, is of course the greater frequencyhahging jobs during human life and
the pursuit of independence and the existence saframce coverage on the current
situation of the employer by tying insurance tateen alone, preventing such a called
"job lock".

In most health systems, centers for researching gptinizing clinical practice of
physicians have been set up, such as the Germatitutinéir Qualitdt im
Gesundheitswesen und Wirtschaftlichkeit, or Britisltional Institute for Clinical
Excellence and the Modernization Agency. They lResearch Agency for Healthcare
Quality with similar objectives in the U.S. as wéluch institutions need to respond to
the evaluation of quality and costs of individuabatments. The aim of such an
evaluation is to optimize the clinical practice ashilable treatments. A secondary
objective is objectification of costs of medicalopedures and increase security for
patients in the form of guaranteed information loe tise of therapeutic methods.

| think that we can see the convergence of healthsgstems currently in such a way,
that they are intended to cover the required acéswary part of healthcare through the
mechanisms of public economics and efficient aliocaof public sector and allowing
elections and private security in the event of aaygectively unwarranted. Moreover,
private financing prevails at the social groupsos financial and social strength is
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objectively so huge that it makes the assumptiey ttan really take the responsibility
for their risks, or so large that it is politicalljmpassable them this option to withhold.
Although this development potentially threatens public part of the system (since
there is a risk escape of rich citizens insuretheei outside the system of public
insurance, or only to certain public insurers (omeskimming), which may destabilize
the system), this convergence is the result ofreffto eliminate the typical negative
individual models. However, the result can be alsen in the need to address the issue
of coexistence of public and private insurahce.

Additionally, as does the American system, we cappsert systems for low-income
groups and thereby enable them to "operate" (ssidfietlicare). The support obviously
comes from the taxes paid by high income groupsyelver. While this practice is
obviously non-systemic and highly expensive, we sae it as a necessary price for
allowing a wide choice for high income groups anal to maintain parallel systems
in operation for maintaining at least partial sbaahesion. In terms of fading, the
convergence of systems in terms of accepting thergé objectives of health policy is a
realistic possibility, although the real healthecaystems maintained and probably for a
long period of time will maintain strong relatiom tspecific local and national
conditions and historical roots of the individugiseems. Similarly, it is a common
response to general problems of health systemé$, asche aging population or an
increase in the incidence of diseases of civilaatiTools that are chosen by individual
systems are, however, differentiated. For thisaeathe health policy documents define
portfolio of tools from which individual countriesiay choose to implement "their"
health care systefn.

Conclusion

The analysis shows that in those parts of the sysidhere the efficiency is determined,
there is often an escape valve, which is mainlytduie existence of health care needs
quite difficult to close In this context, waitingsts, deficits of public health care
insurance and not realized care - a sort of Adililfeeel of each model, are seen as a
problem. Where in the system is laid emphasis @inieficy, which is seen as crucial
for long-term stability of the system - that irelfisalso provides an escape valve, which,
especially when inadequate compensation takes plateespite compliance with other
required parameters of the system, leads to pregaidf significant drawback of
particular system. This can then destabilize tisesy as a whole.

These different symptoms can be based on an atellyissessment viewed as
manifestations of one and the same problem - tiwtesce of a conflict of objective
health care needs with economic and institutianait$ and constraints.

It is important and useful to conclude, that:

* in the national health service system (V-V), thisra conflict of health care needs
with setting spending and priorities at the centealel, which as such causes

! For the details in this regard see for instanceptiidication Private health insurance in OECD
countries. Paris: OECD, 2004.

2E. g. in Health 21 Health Program curriculum férim the European Region of WHO. Praha:
MZCR, 2001 and Towards high performing health careesyst Paris: OECD, 2004.
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creation of waiting lists and decisions about Healire also outside the patient-
doctor relationship,

* in system of public health insurance (V-S), theflicinof health care needs with
financial possibilities of health insurance compgancauses deficits and harms
financial sustainability,

* in a market system (S-S), the conflict of the Heakire needs with the individual
budget constraints and its social position causats realized care and social
inequalities in health care access and status.

Three basic approaches, which differ based on timderlying principles, can be traced
in the typology of health systems. Specific practid health systems complies with the
theory the most on the example of the German mofigbcial insurance, the market
model of U.S. healthcare and UK National Healthv/ier, showing the approaches used
in different countries.

At the same time, each of these models emphasieesstrengths, such as:

» the possibility to set expenditures at the cenénatl and conceptually build health
policy in the British model (model V-V),

e autonomous position of the German health insuranompanies and their
mechanisms of negotiations with a pluralistic smee of health care facilities
(model V-S),

» strong position of the patient who is able to payelation to the selection of "his or
her" insurance plan, freedom in treatment and gioniof health care in the U.S.
system (model S-S).

Convergence between these systems can be seea facththat they more and more
combine a use of the available pool of economitrimsents, and even those that they
are not fully "their own.” We can however still aldy identify the basic mechanism by
which a particular system is built primarily on andlich it is based on. The practice of
systems thus employs principles functionally idiéedi in chosen typology and
continues to be exposed to risks of identified gjpefailures. At the same time, there is
still a great differentiation in the use of diffaténstruments between countries or even
their parts (USA). Every health system is in paelargely determined by the specifics
of each country and shapes itself as a result aimber of historical, economic,
institutional and other processes. This creative@ss - regardless of its actual results -
is also the unspoken manual for health policy makamho must (if they want to
succeed) recognize and respect the existence s# flrecesses.

From the findings of this article, the situationtire Czech Republic can be also seen in
much clearer light. Based on our typology, the @Gzbealthcare system looks like
almost a perfect hybrid between models V-V (predmnt in hospital sector) and V-S
(the outpatient sphere). Final public choice abitaitcharacter was not made, ever
continuing "public debate" does not bring any datieto the future. There has been an
attempt for move hospital sector from V-V to V-S deg too (with an exception of
university hospitals), but it was not finalized.danjunction with a relatively low share
of health expenditure to GDP is the Czech systefinafhcing health care, so to speak,
'on ice', and is awaiting its final anchor, butoafsnd additional sources of funding,
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because its current form is also associated with(ven in purchasing power parity)
salaries of health workers.

Finally, 1 would like to outline one more considéoa to the analysis results which
could be subject to further examination. The Aelsillheels of health systems are
generally seen as their failures, both by profesdipublic and by common users of a
system. Just witness the media attention on théngdist in the UK, the unavailability
of care in certain social groups in the USA or d&sions about the VSeobecna
zdravotni pojisovna (VZP) deficits in 2006 in the Czech RepubBat the question is
whether the frequency of these negative phenomkoald be an impulse for health
policy makers and they should see their preseneelkasd of practical inverse quality
monitoring implementation of the selected type eflth system. In other words,
whether it should be used rather as a criticismnajadhe model itself and as an
argument to shift to another model, or whetherrthising occurrence in some country
iS necessary impetus to optimize its operation auithchanging its basics. That's a
guestion not only for economists but also socidtsgand political scientists - because a
bad perception of those effects in the nationahenny and health and social policy,
often leads to a rapid sequence of repeated ateimpeform health systems, often with
forgetting principles and goals they are built @ther than continuously drawn rational
development of them.
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Abstract: The aim of this article is to research the orgation of health care systems
and their typical failures in relationship with tineed for health care. It is based on
extensive theoretical background from economicssawial policy, where the concepts
used have already been defined. It emphasizes iffeedces between public and
private insurance, and the various models of heaadtk. It shows waiting lists, deficits
and not realized health care as inevitable ate#®wf particular model. While based
theoretically, it pays attention to empirical evide in countries that are the most
similar to their theoretical incarnation, e. g. tBetish model of publicly financed
government-owned health care facilities, German ehad publicly financed private
providers and the American model of privately fioad private providers. Finally it
discusses the question of convergence of health ©mtems and the possible way of
solving the issues described.
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