The scenario

Welcome to Eurova!

Eurova is a newly independent country in southeast Europe. It was formerly split between Hungary and Romania but finally it has gained its independence. 

The new government has decided to completely review the operation of the health sector, which is typical of a transition economy. It has the following main features.

Economy and overall health spending:

Eurova’s GDP is about the same as Croatia, and 7.3% of GDP is spent on health care. 
Care provision:

90% of hospital care is provided by government-owned hospitals. 75% of primary care is provided by government-owned health centers but there is a growing private sector for primary medical care.

Financing:

Government-owned hospitals and health centers are financed from the government budget (although there is a small source of income from user fees). The private hospitals and private primary care providers receive no government budget support. Their revenue is mostly from user pay but there is a small private health insurance sector.
You have been asked by the new Minister of Health to develop an outline strategy. She has some specific questions and you must answer them as best you can.

Citizens need and demand access to health care. They must pay for their health care in some way. The main options are as follows:

· Government general revenue: citizens pay taxes in various ways to the government. The government uses a part of the revenue to pay for some or all of the health care.

· User pay: each user pays for health care when it is provided.
· Health insurance: one or more health insurance schemes are created. The citizen pays a regular amount into the health insurance scheme and the scheme pays for some or all of the health care.

· Private or government-run health insurance: the schemes can be owned and operated by a government or a private agency.

· Voluntary or compulsory insurance: the government can require citizens to contribute to a health insurance scheme (compulsory), or allow them to decide for themselves (voluntary).
· Copayments: these are the payments that citizens make when the charges are not fully paid by government general revenue or health insurance.

A longer list of terms is shown in the Attachment. If you need any more information about health insurance or about Eurova, please ask at any time.
Problem #1: sources of payments for health care
Recommend how much of the care providers’ revenue should come from each of the five main sources: government general revenue, user pay, compulsory health insurance, voluntary health insurance, and copayments.

It might help your team if you can agree on the answers to the following questions:
1. Whose money will be used to pay health care providers?

2. What is the difference between (1) health financing out of general government revenue, and (2) a government-run health insurance scheme?

3. If more money is provided through user pay and less through health insurance and government general revenue, what kinds of citizens will benefit?

4. If more money is provided through voluntary health insurance and less through compulsory health insurance and government general revenue, what kinds of citizens will benefit?

5. Which kind of health financing option will generate the most money for health care in total? 

Problem #2: the type of health insurance
Recommend how many different health insurance schemes there should be. Advise on whether they should be government-owned or privately owned. 

It might help your team if you can agree on the answers to the following questions:

1. What are the advantages and disadvantages of having several health insurance schemes competing for members?

2. How can ordinary citizens decide which of several competing health insurance schemes to join? What factors will they consider? Will choices be different for healthy and wealthy people, compared with the poor and sick citizens?

3. Will privately-run health insurance schemes operate differently from government-run health insurance schemes? In what ways will they differ?
4. How many privately-run health insurance schemes are there in the USA, and what percentage of total health financing is through privately-run schemes? 

5. How many privately-run health insurance schemes are the in Canada, and what percentage of total health financing is through privately-run schemes? Why do the USA and Canada differ?
6. The international pharmaceutical companies all prefer less government involvement in health financing. Why?

Problem #3: how much social pooling?
Social pooling means making people pay for health care according to their ability to pay, and providing services in accordance with need.

Recommend the extent to which citizens should be allowed to pay more (by choice) in order to get more services. For example, recommend whether they should be allowed to pay more to get the best inpatient rooms (such as private rooms with own bathroom), or to get the best doctors, or to get the fastest treatment (without having to wait). 
It might help your team if you can agree on the answers to the following questions:

1. Which types of citizens benefit from having more choice of the level and type of services covered by their health insurance?

2. If the is a scarce resource (eg, only a few excellent cardiac surgeons), should the rich be allowed to have the most access to that scarce resource?

3. Is it a good idea to over-charge rich people for private rooms and the best surgeons, and therefore generate more money to subsidize care for the poor and sick?
4. Is there another way of over-charging the rich, so they subsidize care for the poor and sick?

5. What percentage of citizens, when surveyed, believe in a high level of social pooling? Which people in the surveys do not agree with a high level of social pooling?
6. Do you believe there should be two health systems: one for the rich and healthy, and another for the poor and sick?

Problem #4: rationing
The citizens of Eurova complain that they get too little health care, and that the quality of health care is low. This is true – many people cannot get good health care. Recommend how health financing can be changed to improve the situation.

It might help your team if you consider the following kinds of methods that are used in other countries.

1. Increasing the level of user-pay (and reducing the level of services covered by health insurance or general government revenue) therefore reducing the demand and increasing revenues.

2. Increasing the copayments for services covered by insurance, therefore reducing the demand and increasing revenues.

3. If user fees and copayments are increased, which citizens are most likely to reduce their demands?

4. Changing methods of care provider payment, so that they stop providing services of low cost-effectiveness. (In Eurova, many services are given that are not cost-effective, such as prescribing of antibiotics for viral illnesses and giving intravenous vitamins.) 

5. Defining a basic health insurance package. This means reducing the range of services financed from health insurance or general government revenue, and then making sure that all citizens receive those services free of charge or with only small copayments.

Problem #5: responsibilities for raising health financing

In Eurova, many citizens avoid paying their taxes. Many farmers pay nothing because they are politically very strong and governments are scared of losing votes. Recommend actions to ensure more citizens pay their fare share of contributions towards health care costs.

It might help your team if you consider the following kinds of methods that are used in other countries.

· Strengthen the taxation office. Let the Taxation Office collect finances for health care because it is more effective than the health insurance companies.

· Do not allow any citizen to receive health care unless he or she can prove they have paid their taxes and health insurance contributions.
· Reduce social pooling and increase user-pay.
Problem #6: copayments

At present, citizens make proportional copayments (a percentage of the total charges). It is 10% for some kinds of services, and 50% for other less valuable services.

One adviser to the Minister says there should be a front-end deductible. In other words, everyone pays the first $X of the charges, and then no more – regardless of how high are the charges.

Another adviser says there should be ‘ceiling copayments’ meaning that everything is free until the charge is $Y or more. Then the citizen pays all of the rest of the charges above $Y.

What is your advice? It might help your team if you answer the following questions:

· Which copayment formula will be preferred by the healthy? By the wealthy? By the sick? By the poor?

· Should the copayments formula be different, depending on the type of illness?

Problem #7: improving purchasing
This simply means improving the way that care providers are contracted (either by the government or by a health insurance company) so they provide better value for money. 
Again, there are two different opinions. Some people say the purchasing agency (either the government or a health insurance company) should concentrate on raising more financing and should not interfere with the way that doctors and nurses provide care.

Other people think that trying to raise more revenue is important but not sufficient. A more effective approach is to use the existing finances more effectively – and this means having well-designed contracts with the care providers. 

Attachment: some health insurance terms
	Adverse selection
	In insurance, the process whereby those members least in need of health care are most likely to drop their membership – resulting in a progressive increase in the average need for care in the remaining membership.

	Beneficiary
	A person who is insured – and therefore entitled to receive insurance benefits.

	Ceiling copayment
	A type of copayment, whereby the patient pays nothing if the charges are below a predetermined threshold amount, but must pay any amounts above that threshold.

	Complementary insurance
	Insurance that covers different services to those provided under compulsory insurance.  For example, it might cover dental services (assuming they are not covered by compulsory insurance).

	Compulsory insurance
	Insurance that must be taken out.  The opposite of voluntary insurance.

	Copayment
	In general, an amount paid by the patient, representing the difference between the billed amount and the insurance benefit.    

	Cream-skimming
	The process whereby an insurer in a competitive market tries to recruit as members only people who are low-risk in terms of health care needs.

	Flat-rate insurance

Community rating
	Members of an insurance scheme contribute in equal amounts – without regard to their ability to pay, or their risk rating.  Also known as community rating in some countries.  

	Front-end deductible
	A type of copayment, whereby the patient pays a fixed amount and insurance pays the remainder above that amount.

	Government general revenue
	The income of a government from all sources – income tax, sales tax, customs duties, etc.

	Health insurance benefits
	The services to which an insured person is entitled (such as free dental care, or access to a hospital of choice).  

	Health insurance contributions

Health insurance premiums
	The amounts routinely paid by an insured person in order to become and remain a member of the insurance plan.  Membership fees.

	Income-based insurance
	Members of an insurance scheme contribute through their premiums in proportion to their income (or a similar measure of ability to pay).  

	Insurance benefit
	The amount that will be paid by insurance for a member’s health care.  Also called the benefit package.

	Lifetime community rating
	A variant of community rating.  All members of an insurance scheme contribute in equal amounts – without regard to their ability to pay or their risk rating – but with one exception.  The rate is lower if you join when young: it may be twice as much for a 70-year old than for a 35-year-old.  

In effect, there is an element of risk rating.  There is also a reward for loyalty (staying a member for a long time).  

	Managed care
	A broad term to describe a set of arrangements and/or processes whereby purchasers (insurers, payers) play a role in co-ordination of patient care with health care providers.

	Medical savings account
	A personal savings account to be used to pay for health care.  It may be voluntary or (as in the case of China and Singapore) it may be compulsory.

	Opt-out
	In the insurance context, this means allowing people to leave one insurance scheme (usually a compulsory government scheme) and stop paying contributions, and to join another insurance scheme (usually private).

	Progressivity
	The degree to which members of an insurance scheme make contributions in proportion to their ability to pay.

	Purchaser
	In the health care context, an agency that negotiates contracts with care providers, so the care providers will deliver care to a set of patients.

	Reinsurance
	A process of re-distribution of insurance risk among insurance companies.  In general, companies which have a lower than average proportion of high-risk (high-use) members have to transfer funds to those companies which have a higher than average proportion. 

	Risk-based insurance
	Members of an insurance scheme contribute through their premiums in proportion to the estimated risk that they will need health care.  For example, elderly people with chronic illnesses would tend to pay more into the insurance scheme than young and healthy people.

	Self-pay
	Patients who pay their own health care bills.  Also called user-pay or user charging.

	Risk pooling
	The basic idea of insurance is that people put together (pool) their premiums, which will then be used to subsidise the care of people who need more care (the high-risk people).

	Social pooling
	Social pooling means making people pay for health care according to their ability to pay, and providing services in accordance with need.

	Supplementary insurance
	Insurance that adds ‘frills’ to services covered in compulsory insurance.  For example, it might cover faster access, more choice of doctor, and better accommodation.

	Third party payer
	An agency that pays all or part of a health care bill on behalf of the patient.

	Voluntary insurance
	Insurance that people may take out if they so desire.  The opposite of compulsory insurance.


