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Population entitlement to publicly financed health care is a prerequisite for financial protection, but not a guarantee of it. Fig. 29 ranks countries by share of the population covered (the bars) and also shows the incidence of catastrophic health spending (the dots). The dark blue columns show countries in which the whole population is covered; the light blue columns show countries in which there are gaps in population coverage.

Fig. 29. Share of the population entitled to publicly financed health services and share of households with catastrophic health spending
 

Notes: OECD data on coverage are used for all countries except Albania, Croatia, Cyprus, Georgia, Kyrgyzstan, Latvia, Republic of Moldova and Ukraine.
Sources: WHO Regional Office for Europe; OECD (2019).



Linking financial hardship to population entitlement reveals the following findings.

First, the incidence of catastrophic health spending ranges from 1% to 14% across countries that cover the whole population. This wide range in incidence clearly demonstrates that the share of the population entitled to publicly financed health services should not be used as an indicator of financial protection. Global analysis leads to the same conclusion (Wagstaff et al., 2017).

Second, the incidence of catastrophic health spending ranges widely across countries that do not cover the whole population. This suggests that gaps in population coverage are not the main driver of financial hardship in most European health systems. This may be because:

· the share of the population that lacks coverage is usually relatively small; it is under 10% in the countries in the study, with the exception of Greece between 2011 and 2016, Georgia before 2013 and Albania

· most countries offer people constitutional rights to some form of care – typically emergency services – regardless of formal coverage status

· those who lack coverage are often of working age and may on average have less need for health care than older people; in Estonia, for example, those most likely to be uninsured are inactive young men and long-term unemployed people (Võrk & Habicht, 2018)

· if people lacking coverage need health care, they may forego it or rely on the use of emergency services, which are often free at the point of use

As a result, lack of population coverage in European health systems may be more likely to result in unmet need and inequality and inefficiency in service use than financial hardship.

Third, gaps in population coverage occur mainly in countries that base entitlement to publicly financed health services on employment status or payment of contributions and lack effective mechanisms to enforce the collection of contributions from those required to pay them, including Albania, Estonia, Hungary, Lithuania, Poland and the Republic of Moldova.

Basing entitlement on employment or payment of contributions is a form of rationing that systematically disadvantages relatively vulnerable groups of people as well as those who have the means to contribute, but decide to avoid payment (even when payment is mandatory). It will always result in some people being excluded from coverage unless measures to enforce collection or ensure universal access to health services are highly effective, and it tends to have a disproportionately negative effect on people in the informal economy and those in precarious employment. Precarious employment is a growing problem in Europe (Benach, 2014; Olsthoorn, 2014; EU, 2016). Full-time permanent contracts accounted for 62% of employment in 2003, but had fallen to 59% by 2016 (EU, 2016). The magnitude of this problem is likely to increase in the future, particularly as a result of demographic change.

Countries may regard basing entitlement on payment of contributions as a way of encouraging employers and employees in the informal sector to pay taxes. However, there is no evidence that this enhances tax compliance or reduces informality. In fact, the evidence seems to point in the opposite direction; it suggests that basing entitlement on payment of contributions encourages informality, especially among people who do not value being covered (Pagés et al., 2013).

Some of the countries that base entitlement on employment or payment of contributions have introduced a range of strategies to ensure that coverage is close to universal – for example, exempting pensioners from having to contribute. Others, like France, have found it more effective to change the basis for entitlement from employment to residence (see Box 1).

Box 1. How France broke the link between employment and entitlement to health insurance by changing the basis for entitlement to residence


In 2000, France’s social insurance system changed the basis for entitlement to publicly financed health insurance from employment and payment of contributions to residence, under a new system known as Couverture Universelle Maladie (CMU).

The reform was driven by concerns about the growing number of young people who were not entitled to health insurance due to rising unemployment and other factors.

A decade earlier, the social insurance system began to broaden its funding base in response to fears – subsequently justified – that social security financed exclusively through employment would not be sustainable in the future.

In 1991, the government introduced a new tax on income – the contribution sociale generalisée (CSG) – to finance family allowances. The CSG was extended to old age pensions in 1993, sickness benefits in 1997 and health insurance in 1998. It is levied on all sources of income, including income from wages, benefits, investment, property and gambling, with lower rates for income from benefits and higher rates for income from property and gambling.

The CSG has largely replaced employee contributions for health insurance, which fell from 32% of the health insurance scheme’s revenue in 1999 to 3% in 2000. Close to 40% of the health insurance scheme’s revenue now comes from this income tax.

Revenues from the CSG, from employer and employee contributions and from other taxes are all pooled by the health insurance scheme and used to purchase a single benefits package for anyone resident in France for more than three months.

In 2016, CMU was replaced by Protection Universelle Maladie (PUMA), which grants all residents an individual, automatic and continuous right to health care, without the need for administrative formalities when a person’s circumstances change.


Source: Chevreul et al. (2015) and Chevreul (personal communication)



Two examples of large gaps in population coverage in Europe illustrate the major risks inherent in using population entitlement as a means of rationing. These examples also shed light on the relationship between financial hardship and unmet need.

The experience of Greece shows that basing population entitlement on employment and payment of contributions can significantly increase financial hardship and unmet need in the context of an economic shock.

Greek residents who are unemployed for more than two years and self-employed people who do not pay their contributions lose their entitlement to health care financed through the social insurance system known as EOPYY. EOPYY is jointly financed through contributions and direct allocations from the state budget.

The basis for entitlement was not unduly problematic under normal circumstances, but became a major issue during the crisis: unemployment more than tripled, rising from 7.8% in 2008 to 27.5% in 2013; long-term unemployment grew, as a share of total unemployment, from 44.6% in 2010 to 73.5% in 2014 (Eurostat, 2018); and many self-employed people found it hard to keep up with payment of contributions (Economou et al., 2017).

Before 2011, the social insurance system had covered more or less the whole population. By the beginning of 2016, however, it was estimated that 25% of the population was ‘uninsured’ – that is, not entitled to use EOPYY-financed health services (Economou, 2015; Economou et al., 2017).

Measures introduced in 2013 and 2014 attempted to address this gap in population coverage, but the gap was not successfully filled until 2016, when a new law was introduced to ensure access to publicly financed health services for all residents not covered by EOPPY; self-employed people who have not been able to pay contributions; and other vulnerable groups of people, including refugees, children, pregnant women and those with chronic conditions or disabilities. 

Although the 2016 law was an important step forward, improving access for a significant share of the population, it has not addressed all inequalities in access. People covered under the new law do not enjoy the same entitlements as those covered by EOPYY: they are entitled to treatment in public facilities only, whereas people covered by EOPYY can use contracted private providers, including private diagnostic centres, in addition to public facilities. Consequently, people reliant on public facilities continue to face financial and non-financial barriers to access due to long waiting times and lack of staff, diagnostic equipment and supplies in public facilities (Economou et al., 2017).

The huge increase in number of people lacking coverage coincided with a sharp drop in the share of households with out-of-pocket payments, which fell from 93% in 2009 to a low of 82% in 2012, rising slightly to 84% by 2015 (Chletsos et al., in press). The average amount spent out of pocket fell from €611 in 2009 to €477 in 2012, rising slightly to €506 by 2015 and falling again in 2016. The fall was concentrated in the poorer quintiles.

Fig. 30 shows that the reduction in out-of-pocket payments was accompanied by a sharp and sustained rise in unmet need for health care (the yellow dots) and dental care (the blue dots). The incidence of catastrophic health spending (the columns) fell in 2010, but was still high compared to many other EU countries. It increased steadily between 2010 and 2015. The increase in catastrophic spending was concentrated among the second, third, fourth and richest quintiles, while the increase in unmet need for health and dental care was concentrated among the poorest quintile (data not shown). For the poorest quintile, unmet need for health and dental care nearly doubled between 2009 and 2015, rising from around 10% to around 20% (Eurostat, 2018).

As the crisis progressed, the composition of out-of-pocket payments shifted away from dental care, outpatient care and diagnostic tests towards outpatient medicines and inpatient care (Fig. 31), with the richest quintile allocating much more of its spending to inpatient care and the poorer quintiles allocating much more of their spending to outpatient medicines (data not shown).

In spite of the positive outcomes of the 2016 law, the law has not addressed the root cause of the gap in population coverage – basing entitlement on employment and payment of contributions rather than on residence. As a result, inequalities in financial hardship and unmet need are likely to persist, especially since those covered by the law and those covered by EOPYY do not enjoy the same entitlements. A degree of unfairness among tax payers will also persist: EOPYY benefits are heavily subsidized by the state budget and yet many taxpayers are not able to be covered by EOPYY, among them people who may have paid contributions throughout their working life but were unfortunate enough to experience long-term unemployment and lost their entitlement to EOPYY benefits.


Fig 30. Change in catastrophic health spending and unmet need due to cost, distance and waiting time in Greece
 
Source: Chletsos et al. (in press); EU-SILC data from Eurostat (2018).

Fig. 31. Change in breakdown of out-of-pocket payments by type of health service in Greece


Source: Chletsos et al. (in press).



The experience of Georgia shows how expanding population coverage can significantly improve access to health care but may at the same time increase financial hardship if the benefits package is narrow and user charges are high.

Following a series of health system reforms, the share of the Georgian population entitled to publicly financed health care rose from 20% in 2011, 45% in 2012 and 85% in 2013 to over 90% in 2014 (Richardson & Berdzuli, 2017).

Coverage expansion was supported by a substantial increase in public spending on health, much of which was channeled to inpatient care. As a result, many more people were able to use health services, reducing unmet need and leading to a major improvement in access to health care, particularly to inpatient care (HUES, 2014; 2017).

However, coverage of outpatient medicines was not extended to all those who were newly covered; the number of outpatient medicines in the publicly financed benefits package was low – around 50 – with a very tight ceiling on the overall amount the state pays per person (GEL 50 a year – €20 – for most people); there was no regulation of medicine prices; and user charges for diagnostic tests and elective treatment in hospitals were relatively high for many newly covered people (Richardson & Berdzuli, 2017). Owing to exposure to out-of-pocket payments for covered services, the share of households paying out of pocket rose from 72% in 2011 to 79% in 2015 (Goginashvili & Nadareishvili, in press).

Fig. 32 shows how the incidence of catastrophic health spending fell in 2012 and 2013 but rose in 2014 and 2015 (Goginashvili & Nadareishvili, in press). Among households with catastrophic health spending, the composition of out-of-pocket payments shifted away from inpatient care to medicines. The average amount spent on inpatient care also fell, while the amount spent on outpatient medicines increased (Fig. 33).

In 2017, the highest earners (around 1.2% of the population) were explicitly excluded from publicly financed coverage and expected (but not required) to purchase VHI (Richardson & Berdzuli, 2017). Savings generated by no longer covering this group are intended to be used to expand coverage of outpatient medicines for poor households, but the impact of these policy changes on financial protection have not yet been assessed.

Fig. 32. Change in the incidence of catastrophic health spending in Georgia 
Source: Goginashvili & Nadareishvili (in press).

Fig. 33. Change in the average amount spent by health service among households with catastrophic health spending in Georgia
 
Source: Goginashvili & Nadareishvili (in press).



Some countries in the study offer different groups of people access to a different range of publicly financed health services. This approach to rationing is relatively uncommon, for good reason: it can create or exacerbate inequalities in access and financial hardship and undermine efficiency in the use of health services. The negative effects of such a policy depend on several factors, including the criteria for differentiation (income versus other criteria); the level of the income threshold for entitlement; whether there is one income threshold or multiple thresholds; and the nature and extent of the benefits that are differentiated.

Cyprus, Georgia (from 2017) and Ireland use income as the main criterion for determining the level of entitlement, offering a higher level of entitlement to poorer people; age (Georgia, Ireland) and health status (Cyprus, Georgia, Ireland) are also considered. This is a relatively long-standing approach in Cyprus and Ireland. Georgia moved away from this approach in 2013, but reintroduced it in 2017 (Richardson & Berdzuli, 2017).

While far from ideal, the policy in these three countries does at least attempt to confer additional benefits on those with greater need for health care and limited ability to pay. In contrast, splitting the benefits package into ‘basic’ and ‘comprehensive’ baskets, with entitlement dependent on who has paid (more) contributions – an approach used in several countries – is highly likely to exacerbate inequalities in unmet need and financial hardship.

Finally, it is important to note that in many countries in Europe, even those that purport to cover the whole population, undocumented migrants are likely to lack adequate access to health services, as Table 5 shows. Undocumented migrants are entitled to emergency care in all EU countries, but payment at the point of use may be required in some (Spencer & Hughes, 2015).

Table 5. Entitlement to health services for undocumented migrants, EU28, 2014

	Level of entitlement
	Countries

	Emergency care only
	Bulgaria, Cyprus, Finland, Lithuania, Luxembourg, Slovakia

	Entitlement to selected specialist services (e.g. for communicable diseases)
	Austria, Croatia, Denmark, Estonia, Greece, Hungary, Latvia, Malta, Poland, Romania, Slovenia, Spain

	Entitlement to some degree of primary and secondary care
	Belgium, Czechia, Germany, Ireland, Italy, France, the Netherlands, Portugal, Sweden, the United Kingdom



Note: entitlements for undocumented migrants may have changed in some countries since 2014; in 2018, for example, Spain extended entitlement for undocumented migrants.
Source: Spencer & Hughes (2015).

Two other groups of people who are systematically underserved in Europe include Roma and people with mental health problems (EXPH, 2016). Along with undocumented migrants, these groups are also likely to be underrepresented in household budget surveys and surveys assessing unmet need.


Key messages on population entitlement

· Most gaps in population coverage occur because entitlement is based on employment or payment of contributions, which automatically excludes people, particularly in countries that lack effective mechanisms to enforce collection, and is more likely to affect relatively vulnerable groups of people.

· In Europe, the association between gaps in population coverage and financial hardship is weak because people lacking coverage usually only account for a small share of the population and countries generally provide all residents with access to emergency services (mostly without charge), regardless of coverage status.

· Where gaps in population coverage are significant they lead to high levels of unmet need and financial hardship.

· Population coverage is not a useful instrument for rationing because it is likely to exacerbate inefficiencies in service use and inequalities in use and health. Excluded people will have to rely on emergency services and may experience an avoidable deterioration in health status.

· Offering a split benefits package – a situation in which publicly financed entitlements vary based on whether people have paid contributions – is likely to have a disproportionately negative impact on people with lower socioeconomic status and will entrench inequalities.

· Expanding population coverage is likely to increase use and reduce unmet need. However, where financial protection is weak, increased use may increase financial hardship unless steps are taken to reduce out-of-pocket payments for poorer people.

· Even where the whole population is covered, some groups may be systematically underserved, particularly undocumented migrants, Roma and people with mental health problems.

· The share of the population entitled to publicly financed health services should not be used as an indicator of financial protection. This study shows how the incidence of catastrophic health spending varies hugely across countries that cover the whole population.




[bookmark: _Toc536716597]The benefits package


Financial protection is influenced by the range of services included in the publicly financed benefits package and the availability, quality and timeliness of these services. 

Assessing the impact of the benefits package on financial protection is challenging for several reasons. First, very few countries in Europe define the whole of the benefits package in detail, so it is not always possible to know precisely what is and is not covered (Schreyögg, 2005). Second, services may be in the benefits package but subject to user charges, making it difficult to disentangle the effects of what is covered from how much of the cost is covered. Third, problems with service availability, quality or timeliness may also be difficult to disentangle from coverage policy, particularly where they result in informal payments.

This section focuses on the two service areas most likely to be heavily financed through out-of-pocket payments (see Fig. 22) and most likely to cause financial hardship (see Fig. 12 and Fig. 13): outpatient medicines and dental care. It then looks at issues relating to service availability, quality and timeliness; problems with implicit rationing; and the prevalence of informal payments.


Outpatient medicines	Comment by Sarah Thomson: Pay attention to OTCs?

All of the countries in the study except Germany have a positive list of covered medicines; Germany and the United Kingdom have negative lists (WHO, 2018). However, we were unable to identify any recent analysis of the scope of publicly financed outpatient medicines in Europe.

The over-the-counter share of spending on outpatient medicines provides a rough indication of whether the benefits package is adequate, although people may also use over-the-counter medicines as a way of overcoming problems accessing outpatient physicians to obtain prescriptions, not just due to the narrowness of entitlements. 

Unfortunately, comparable data on spending on over-the-counter medicines are only available for a few countries, all of them in the European Union. In 2016, the over-the-counter share of spending on outpatient medicines ranged from 10% in Germany and 30% in Latvia to just over 50% in Poland in 2016 (Fig. 34). Self-reported use of over-the-counter medicines is also much higher than the EU28 average in Latvia and Poland (Fig. 17).



Fig. 34. Over-the-counter share of current spending on outpatient medicines, 2016

 
Notes: data not available for all of the countries in the study.
Source: OECD (2018).

For some of the middle-income countries in the study, it is evident that the number of medicines included in the publicly financed benefits package is extremely low – well below the 433 medicines deemed by WHO to be essential for addressing the most important public health needs in 2017 (WHO, 2017).

· Georgia: only around 50 outpatient medicines are covered, but from 2017 essential medicines for four chronic conditions (cardiovascular disease, including hypertension; COPD, diabetes and thyroid diseases) are available to poor people at no cost (Richardson & Berdzuli, 2017).

· Kyrgyzstan: the only outpatient medicines covered are for epilepsy, asthma, schizophrenia, affective disorders and cancer (available to all residents, regardless of coverage status) and asthma, hypertension, other cardiovascular conditions and pneumonia (available to the 74% of the population who have paid contributions or are exempt from contributions) (Jakab et al., 2018).

· Republic of Moldova: in 2016, publicly financed coverage was extended from around 75 to 134 international non-proprietary names (Garam et al, in press).

· Ukraine: outpatient medicines are formally covered but in practice people have had to pay the full cost out of pocket; a new system introduced in 2018 includes publicly financed coverage of 23 international non-proprietary names (Goroshko et al., 2018; Dedet et al., 2019).

This brief discussion suggests that in the richer countries in the WHO European Region, gaps in the coverage of medicines are caused more by user charges than a narrow benefits package, while in the Region’s poorer countries, the gap is likely to be caused by both factors: a narrow benefits package and the weak design of user charges policy (see the section on user charges).


Dental care

With the exception of Georgia, countries in the study include some dental care in the publicly financed benefits package. However, all of the countries in the study charge people for dental care at the point of use and access to publicly financed benefits is often explicitly restricted in other ways – for example, by:

· limiting coverage to specific age groups: children in Albania, Latvia and the Republic of Moldova; people aged under 10 or over 70 years old in Kyrgyzstan

· only covering treatment in public facilities: Ukraine, United Kingdom

· providing cash benefits rather than benefits in kind: Estonia between 2002 and 2017

Limited coverage of dental care affects different groups of people differently, frequently leading to financial hardship for richer households who are able to pay out of pocket, but resulting in unmet need for poorer households who forego or delay seeking care.

Fig. 35 shows the dental care share of out-of-pocket payments among households with catastrophic health spending in three countries, representing significant variation in coverage of dental care, both in terms of the benefits package and user charges (co-payments).

· Georgia: dental care is not included in the publicly financed benefits package (Goginashvili & Nadareishvili, in press).

· Lithuania: some dental care is included, but coverage is limited for adults. Adults are entitled to free dental check-ups in contracted facilities, but must generally pay the full cost of any treatment (Murauskienė & Thomson, 2018). Pensioners and disabled people are entitled to free prostheses. There are no exemptions for poor people and no cap on out-of-pocket payments.

· Germany: dental care is included. Check-ups and medically necessary preventive and conservative treatment are free at the point of use (Siegel & Busse, 2018). Adults have to pay at least half of the cost of any other treatment, including crowns and dentures. People on low incomes or receiving social benefits are not exempt, but pay lower user charges. Out-of-pocket payments for covered services, including for dental care, are capped at 2% of gross income a year (1% for people with a chronic condition).


Fig. 35. Share of out-of-pocket payments spent on dental care among households with catastrophic health spending and unmet need for dental care



  

 
 
Notes: data are for 2012 (Lithuania), 2013 (Germany) and 2015 (Georgia).
Sources: Goginashvili & Nadareishvili (2018); Murauskienė & Thomson (2018); Siegel & Busse (2018); EU-SILC data from Eurostat (2018).


The figure shows how out-of-pocket payments for dental care are more likely to lead to financial hardship for richer households than poorer households in all three countries. This reflects the greater ability of richer households to spend on dental care, as well as unmet need for dental care among poorer households in Lithuania and Germany; data on unmet need for dental care are not available for Georgia. There is a social gradient for unmet need and out-of-pocket payments for dental care in both countries, but the gradient is much steeper in Lithuania than in Germany. Even in Germany, however, reduced user charges for poor people and an annual income-related cap on out-of-pocket payments are not enough to prevent financial hardship due to use of dental care.

This pattern of gaps in the coverage of dental care leading to financial hardship for richer households and unmet need for poor households, both within and across countries, is likely to be found for other services too – especially preventive services, which may be deemed less essential by households with limited budgets (OECD, in press).

It underlines the importance of ensuring that preventive services are systematically included in publicly financed benefits packages and available free of charge – at the very least for poor households – as well as making sure that people who are not covered have access to primary care, not just emergency services.

High levels of unmet need for dental care among poorer households should be a source of concern given growing evidence of the links between oral health and systemic illnesses.


Service availability, quality and timeliness

Just because services are included in the benefits package does not mean they are available to people, available in a timely way or of sufficient quality to be effective. Shortcomings in the availability, quality and timeliness of publicly financed health services may result in unmet need but can also lead to an increase in out-of-pocket payments.

People may pay out of pocket to obtain:

· faster access to treatment where there are long waiting times for covered services

· better quality, ranging from better quality amenities to more effective treatments; problems with quality can lead to informal payments to health workers

· services or supplies that should be publicly financed but are not available at the point of use, such as medicines or 24-hour nursing care in hospital

Out-of-pocket payments spent in these ways are most likely to be categorized under outpatient care and inpatient care, which are not the most important sources of financial hardship in most countries (see Fig. 12), and even less so among the poorest consumption quintile (see Fig. 13), with some notable exceptions. This suggests that deficiencies in service delivery – particularly issues with quality and timeliness – may be more likely to result in unmet need than financial hardship for poor households.

Implicit rationing, unfunded mandates and informal payments

Service-related problems sometimes arise because public spending on health is inadequate to meet population health needs or inappropriately allocated. The rationing that results is most likely to have negative consequences if it is implicit rather than explicit (see Fig. 28) – for example, when people are promised benefits that are not supported by funding. Unfunded mandates often give rise to informal payments. 

[bookmark: _GoBack]Informal payments are a significant problem in several of the countries in this study, including Albania, Georgia, Greece, Hungary, Kyrgyzstan, Latvia, Lithuania, Poland, the Republic of Moldova and Ukraine – all countries with a relatively high incidence of catastrophic health spending (see Fig. 5). Household budget survey data do not permit us to identify the magnitude of informal payments or out-of-pocket payments made to obtain faster access or better quality of care. However, the majority of out-of-pocket payments in these countries are spent on outpatient medicines, including among households with catastrophic spending (Fig. 12), and especially among poor households with catastrophic spending (Fig. 13). This indicates that informal payments are not the main driver of financial hardship in the countries in the study.

Even if informal payments are not a major source of financial hardship in the study countries, they are an important problem because they undermine almost every aspect of health system performance, point to failures in health system governance and can be difficult to address (see Box 2). They are particularly problematic for poor people because they are regressive in terms of financing care and their informal nature makes it impossible to protect people through exemptions.

Box 2. Informal payments indicate failures in health system governance and are difficult to address when they are paid to health workers


Informal payments occur when the supply of health services is limited in some way and the classic mechanisms of exit (for example, using the private sector) and voice (applying political pressure for reform of the system) are unavailable or dysfunctional (Gaál & McKee, 2004).

They have many adverse effects on health system performance: exacerbating access barriers and inequalities in the use of health services, reducing transparency and undermining the health system’s ability to protect poorer people. Where payments are informal, it is impossible to protect poor people, regular users of health care and other vulnerable groups through exemptions or reduced rates. This matters because informal payments are known to be regressive – that is, they account for a higher share of the income of poorer people (Jakab et al., 2016). Their unpredictability can also be problematic for households.

Because of their covert nature, informal payments can be difficult to overcome, and there is little evidence of reductions being sustained in the longer term (Kutzin et al., 2010; Jakab et al., 2016; Gaál, 2018). International experience suggests it is easier to reduce informal payments that are made for supplies such as medicines or round the clock nursing care in hospital than those that are made to health workers.


Two examples of informal payments linked to unfunded mandates illustrate different ways in which addressing informal payments can improve financial protection for poor people. In Kyrgyzstan and Ukraine, informal payments are concentrated in hospitals and inpatient care is the second-most important source of financial hardship for the poorest quintile, after outpatient medicines (Fig. 13). Both countries have a relatively high incidence of catastrophic health spending, which has increased over time (Goroshko et al., 2018; Jakab et al., 2018).

Kyrgyzstan carefully monitors informal payments over time (Jakab et al., 2016). Its analysis shows that informal payments for inpatient care rose from 2001 to 2003 (mainly those paid to health care workers) and fell in 2004 and 2006 (mainly those paid for medicines and medical supplies, which are supposed to be free in hospital).

The reduction in informal payments followed the introduction of new purchasing mechanisms that enabled inpatient facilities to be reconfigured, leading to savings on fixed costs that were used to purchase inpatient medicines (Jakab et al., 2018). Between 2006 and 2013 these positive results were eroded, however, and informal payments rose again, particularly for staff, offsetting earlier gains. The increase in informal payments from 2006 is associated with under-funding of the publicly financed benefits package and inefficiencies in service delivery that draw resources away from the provision of care (Jakab et al., 2018). It indicates that salary increases were not an effective strategy for reducing informal payments to staff.

Although the Kyrgyz health system attempts to ensure financial protection by exempting many groups of people from formal user charges for inpatient care, it is unable to exempt anyone from informal payments. Analysis confirms that informal payments in Kyrgyzstan impose a heavy financial burden on poor households (Jakab et al., 2016).

Ukraine offers its citizens entitlement to publicly financed health services, including medicines, without user charges (co-payments), but coverage policy has not been matched by appropriate levels of public spending on health (Lekhan et al., 2015). As a result, even though prescribed medicines in outpatient and inpatient settings are supposed to be free at the point of use, 99% of spending on outpatient medicines came from out-of-pocket payments in 2016 and survey data from the same year show that 83% of inpatients did not receive medicines from the facility but had to pay for them out of pocket (Goroshko et al., 2018). Between 2010 and 2015, self-reported unmet need for health care and the incidence of catastrophic health spending increased substantially.

From 2018, the Government of Ukraine has introduced a new system of coverage of outpatient medicines, with an explicitly defined benefits package and redesigned co-payment policy supported by international non-proprietary name prescribing and additional public spending. The Affordable Medicines Programme, as it is known, provides people with access to 23 international non-proprietary names for priority chronic conditions without co-payment, although the patient may have to pay if the retail price is above the reference price (Goroshko et al., 2018). A recent evaluation of the new programme finds that it has improved affordability and recommends that it is extended to include a wider range of essential medicines for priority diseases (Dedet et al., 2019).

These examples show it is possible to achieve some reduction in informal payments for medicines that are supposed to be free at the point of use by:

· reducing hospital fixed costs, in contexts where there is excess hospital capacity, through restructuring and ensuring that any savings gained are reinvested in providing medicines to patients

· carefully redesigning coverage policy for outpatient medicines so that it is more explicitly targeting the people most in need of financial protection – people with chronic conditions in Ukraine’s case – and supporting coverage through additional public spending on these medicines

They also highlight some of the more intractable challenges associated with implicit rationing. Although rationing is an inevitable response to budget constraints, it can be done in ways that mitigate or even avoid the negative consequences for health system performance and may also have positive effects.

The design of the benefits package offers countries an opportunity to engage in explicit priority-setting processes to ensure publicly financed health services are cost-effective and match population health needs as closely as possible.

If informed by evidence – for example, burden of disease studies, health technology assessment and the WHO Essential Medicines List – priority-setting processes can also help tackle out-of-pocket payments and other inefficiencies) arising from inappropriate use of health services – that is the use of goods or services that are not needed, not effective or not cost-effective.	Comment by Sarah Thomson: Cross check with Part 2 methods


Key messages on the benefits package

· In Georgia, Kyrgyzstan, the Republic of Moldova and Ukraine, the number of outpatient medicines covered by the publicly financed benefits package is low and requires urgent policy attention.

· The over-the-counter share of spending on medicines is relatively high in some of the high-income countries in the study, which may reflect a narrow benefits package or barriers to obtaining prescriptions from outpatient physicians.

· Coverage of dental care for adults is very limited in some countries, including high-income countries. Lack of dental care coverage leads to financial hardship for richer households, who can afford to pay out of pocket, and unmet need for poorer households. This pattern is also likely to apply to preventive services, underlining the importance of ensuring that such services are adequately covered and free at the point of use, at least for poor people.

· Problems with service availability, timeliness and quality may increase out-of-pocket payments. If levels of public spending on health are inadequate and lead to implicit rationing – for example, as a result of unfunded mandates – informal payments are likely to be a problem.

· Although informal payments are not the most important driver of financial hardship, even in countries where informal payments are significant, they are problematic because they undermine performance, indicate failures in health system governance and can be difficult to address, particularly where they are made to health care workers.

· Informal payments are particularly problematic for poor people because they are regressive in terms of paying for health care and their informal nature makes it impossible to protect people through exemptions.

· Countries with significant informal payments have a relatively high incidence of catastrophic health spending. Examples from Kyrgyzstan and Ukraine show it is possible to reduce informal payments for prescribed medicines in inpatient and outpatient settings through explicit targeting supported by additional public spending.

· The design of the benefits package offers valuable opportunities for explicit rationing through priority-setting processes. These processes can be used to ensure publicly financed health services are cost-effective and match population health needs as closely as possible. They can also help tackle out-of-pocket payments and other inefficiencies arising from inappropriate use of health services.

· [bookmark: _Toc518821834][bookmark: _Toc536716598]The benefits package should not be considered in isolation from user charges (co-payments).
Catastrophic incidence	2009	2010	2011	2012	2013	2014	2015	2016	8.8000000000000007	7.2	7.5	7.9	9.4	10.1	10.5	9.6999999999999993	Unmet need (dental care)	2009	2010	2011	2012	2013	2014	2015	2016	6.1	6	7	7.4	8.6999999999999993	12.9	12.5	13.8	Unmet need (health care)	2009	2010	2011	2012	2013	2014	2015	2016	5.5	5.5	7.5	8	9	10.9	12.3	13.1	Households (%)

Population (%)

Medicines	2009	2010	2011	2012	2013	2014	2015	2016	0.19107832	0.21977394	0.22102488000000001	0.27314334000000001	0.32344476999999999	0.33165728	0.33380379999999998	0.34477374999999999	Inpatient care	2009	2010	2011	2012	2013	2014	2015	2016	0.17870722999999999	0.20183218	0.23275074000000001	0.27426627999999997	0.27964527	0.29512121000000002	0.32373190000000002	0.31473172999999999	Dental care	2009	2010	2011	2012	2013	2014	2015	2016	0.29336942999999999	0.26724075000000003	0.23261702000000001	0.18849432999999999	0.16056123	0.15068269000000001	0.13019101	0.12733588000000001	Outpatient care	2009	2010	2011	2012	2013	2014	2015	2016	0.19968873999999998	0.17993923000000001	0.17320935999999998	0.14284516000000003	0.11749698000000003	0.10758838999999998	0.10833971999999997	0.11271827000000001	Diagnostic tests	2009	2010	2011	2012	2013	2014	2015	2016	9.705018E-2	9.2904730000000005E-2	9.2391020000000004E-2	8.4796209999999997E-2	8.7004269999999995E-2	7.7044109999999999E-2	7.1079260000000005E-2	6.7373130000000003E-2	Medical products	2009	2010	2011	2012	2013	2014	2015	2016	4.010611E-2	3.8309169999999997E-2	4.8006979999999998E-2	3.6454680000000003E-2	3.1847479999999997E-2	3.790632E-2	3.2854309999999998E-2	3.3067249999999999E-2	
Out-of-pocket payments (%)

All households	2011	2012	2013	2014	2015	13.7	12.56	11.517200000000001	12.632	14.539	Households (%)

Total	2011	2012	2013	2014	2015	1566.6984456	1484.9901168000001	1531.9304711999998	1637.9849064	1722.3048071999999	Medicines	2011	2012	2013	2014	2015	652.72548000000006	719.53020000000004	811.91183999999998	861.24767999999995	998.72375999999997	Inpatient care	2011	2012	2013	2014	2015	726.30768	519.02988000000005	484.71719999999993	488.84964000000002	415.64472000000001	Outpatient care	2011	2012	2013	2014	2015	142.87727999999998	184.82231999999999	192.60299999999998	197.87028000000001	230.47559999999999	Dental care	2011	2012	2013	2014	2015	32.720231999999996	35.764271999999998	33.315192000000003	58.821227999999998	54.144839999999995	Medical products	2011	2012	2013	2014	2015	3.7134131999999997	6.9139967999999996	5.9108844000000005	11.712422399999999	20.576627999999999	Diagnostic tests	2011	2012	2013	2014	2015	8.3543604000000009	18.929448000000001	3.4723547999999997	19.483656	2.7392591999999998	GEL per year

total	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	public	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	pivate	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	VHI	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	OOPs	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	Rx	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	public 	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	private	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	VHI	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	OOPs	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	OTC	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	public	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	private	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	VHI	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	OOPs	Germany	France	Slovakia	Estonia	Slovenia	Austria	Czechia	Sweden	Latvia	Poland	OTC share	DEU	FRA	SVK	EST	SVN	AUT	CZE	SWE	LVA	POL	10.427638195926093	12.717410231972902	12.8	19.327706364425524	20.304001265847823	21.186272918390539	22.658136822942026	24.496151747831451	30.542694328198738	51.105599328074568	
Spending on ouptatient medicines (%)

Georgia: dental care is not covered; no data on unmet need for dental care
Dental care	Poorest	2nd	3rd	4th	Richest	1.5138800000000001E-2	1.93276E-2	2.1571099999999999E-2	4.5389400000000003E-2	5.53938E-2	Out-of-pocket payments (%)

Lithuania: some dental care is covered but there is no additional protection for poor adults
Dental care	Poorest	2nd	3rd	4th	Richest	2.7390299999999999E-2	4.9390499999999997E-2	0.1298569	0.229819	0.36936140000000001	Unmet need for dental care	Poorest	2nd	3rd	4th	Richest	0.08	5.0999999999999997E-2	4.2000000000000003E-2	2.1999999999999999E-2	1.4E-2	Out-of-pocket payments (%)
Population (%)

Germany: dental care is covered with a cap for all households and additional but still insufficient protection for poor people
Dental care	Poorest	2nd	3rd	4th	Richest	0.35079304	0.50904649999999996	0.46804670999999998	0.54854097000000002	0.71208294999999999	Unmet need for dental care	Poorest	2nd	3rd	4th	Richest	4.2999999999999997E-2	2.9000000000000001E-2	1.2999999999999999E-2	1.2E-2	5.0000000000000001E-3	Out-of-pocket payments (%)
Population (%)

Population coverage	SVN 2015	CZH 2012	IRE 2016	UNK 2014	SWE 2012	FRA 2011	DEU 2013	AUT 2015	CRO 2014	CYP 2015	POR 2015	GRE 2016	KGZ 2014	LVA 2013	UKR 2015	TUR 2014	SVK 2012	HUN 2015	GEO 2015	EST 2015	LTU 2016	POL 2014	MDA 2016	ALB 2015	100	100	100	100	100	99.9	100	99.9	100	100	100	100	100	100	100	98.4	95	95	95	94	92.5	91	87	61	Country	SVN 2015	CZH 2012	IRE 2016	UNK 2014	SWE 2012	FRA 2011	DEU 2013	AUT 2015	CRO 2014	CYP 2015	POR 2015	GRE 2016	KGZ 2014	LVA 2013	UKR 2015	TUR 2014	SVK 2012	HUN 2015	GEO 2015	EST 2015	LTU 2016	POL 2014	MDA 2016	ALB 2015	Catastrophic incidence	SVN 2015	CZH 2012	IRE 2016	UNK 2014	SWE 2012	FRA 2011	DEU 2013	AUT 2015	CRO 2014	CYP 2015	POR 2015	GRE 2016	KGZ 2014	LVA 2013	UKR 2015	TUR 2014	SVK 2012	HUN 2015	GEO 2015	EST 2015	LTU 2016	POL 2014	MDA 2016	ALB 2015	0.96	1.06477	1.23109	1.43	1.81	1.86	2.36	3.22	3.95	5	8.1	9.714830000000001	12.77	12.8947893332315	14.465999999999999	5.2010699999999996	3.4982890000000002	11.6277755232187	14.53979	7.3796509637793397	15.228540000000001	8.64	17.124310999999999	12.46	
Population (%)
Households (%)
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