PO3AIJI V. Mixknaponsi ekonomiuni Bignocunu, 1 (15), 2023

UDK 327.5: 614

Nataliia Karpyshin,

Ph.D. Associate Professor,

West Ukrainian National University,
nkarpyshyn@gmail.com,

ORCID ID: 0000-0002-5264-1200;

Svitlana Zhukevich,

Ph.D. Associate Professor

West Ukrainian National University,

sveta zyke@ukr.net

ORCID ID: 0000-0002-6088-6232;

DOI 10.29038/2524-2679-2023-01-254-267

OECD AND UKRAINE: TRENDS IN HEALTH
CARE FINANCING

The article examines current trends in healthcare financing in OECD countries
and Ukraine. The focus is on assessing the dynamics of total healthcare spen-
ding and it is found that in 2020, the COVID-19 pandemic caused a significant
increase in funding in all countries. In particular, only in 2019-2020, the share
of healthcare costs in the GDP of OECD countries increased by 1 % on average.
Thus, advanced countries, realizing the impact of the healthcare industry on the
economy and well-being of the country as a whole, tried to maximally strengthen
its financial stability in general and to epidemic challenges in particular.

The priority sources of health care financing were analyzed and it was found that
the governments of the OECD countries diversify the sources of financing in
the sector to protect their citizens from excessive financial burden and to ensure
affordable and high-quality medical care. It was found that the direct costs of
patients from OECR countries account for an average of 20 % of all health care
costs, while in Ukraine the population finances more than 46 % of medical costs.
It was noted that this indicator is threatening for the country, since the poor do
not have access to medical care due to lack of funds and, as a result, the number
of diseases, the level of disability, and mortality of citizens is increasing.

It was established that the priority sources of financing for one group of OECD
countries (Denmark, Sweden, Norway, Great Britain, Canada, etc.) are budget
funds, and for another (Germany, Japan, France, etc.) — funds from the mandato-
ry health insurance system. In recent years, there has been a tendency to increase
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the share of mandatory health insurance in the structure of financing sources of
OECD countries, which increased by 2 % on average and amounted to 39 %.

It was concluded that the Ukrainian health care system, in which the reform be-
gan in 2015, annually increases the amount of funding and has positive feedback
from WHO and World Bank experts about the results of the reform. However,
due to political changes in 2014 and economic constraints due to the COVID-19
pandemic, total health spending in dollar terms in 2020 did not reach the 2013
funding level. In addition, the war made adjustments to the activity of the in-
dustry, introducing a regime of maximum preservation of infrastructure, simpli-
fication of financing, and ensuring the availability of medical services. Despite
this, the government developed a post-war healthcare recovery plan to revive
destroyed facilities and radically transform the industry in peacetime.

Key words: health care; OECD countries; health care costs; sources of funding.
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OECP 1 YKPATHA: TEHJIEHIIi Y ®ITHAHCYBAHHI
OXOPOHH 3/I0POB’SI

Y cTarTi JoCHiKEHO CcydacHl TEeHACHIT (iHAHCYBaHHS OXOPOHHU 3J0pPOB’s
B kpainax OECP Ta VYkpaini. 3ocepemkeHO yBary Ha OLIHII JUHAMIKA
3araJlIbHUX BUTPAT Ha OXOPOHY 3/I0POB’S Ta 3’sicoBaHo, 110 y 2020 p. manaemis
COVID-19 cnpuunHmMiIa BiA4yTHE 3pOCTaHHS 0OCATIB (DiHAHCYBaHHS y BCIX
Kpainax. 3okpema, juiie 3a 2019-2020 pp. yacTka BUTpAT HA OXOPOHY 37I0POB’ s
y BBII kpain OECP y cepennbomy 3pocna Ha 1 %. Otxe, nepeaoBi KpaiHu,
YCBIJIOMJTIOIOUM BIUJIUB Tajly3l OXOPOHY 370pOB’S Ha €KOHOMIKY Ta J00poOyT
KpaiHu B IIJIOMY, HAMarajaucs MaKCUMaJbHO MMiJICHJIUTH ii ()IHAHCOBY CTIHKICTh
3arajioM 1 JI0 emiJIeMIYHUX BUKJIUKIB 30Kpema.

[IpoananizoBaHo TPIOPUTETHI JKepena (piHAHCYBaHHS OXOPOHU 370pOB’Sl M
3’sicoBano, mo ypsau kpain OECP guBepcudikyrors kepesna ¢dhiHaHCYBaHHS
rajxy3i 3 METOI0 3axHCTy CBOiX TI'pPOMaJisiH BiJi HaAMIPHOTO (DIHAHCOBOTO
HABaHTAXKEHHS Ta 31 3a0e3MeueHHs JOCTYIHOTO 1 SIKICHOTO MEIUYHOIO
o0ciyroByBaHHs. 3’SICOBaHO, IO MpsiMi BUTpaTd maiieHTiB 3 kpaiH OECP
CTaHOBJISTH y cepenHbomy 20 % BiJ yCiX BUTpAT HA OXOPOHY 3/I0POB’ s, TOJI SIK
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B YKpaiHi HacesieHHs (hiHaHCYe moHa 46 % MeauyHux BUTpart. BigzHaueHo, mo
1Iel MMOKA3HUK € 3arpO3JIMBUM I KpaiHU, OCKUIBKUA Mano3abe3nedyeHi BepCTBU
HACEJICHHS HE MaIOTh JOCTYITY 10 MEAMYHOTO 00CITyrOBYBaHHS Ue€pe3 BIICYTHICTh
KOIIITIB 1, IK HACJTI/IOK, 3pOCTAIOTh KUIBKICTh 3aXBOPIOBaHb, PIBEHB 1HBAJIAU3AII11
Ta CMEPTHOCTI TPOMA/ISIH.

YcTaHOBIIGHO, IO TPIOPUTETHUMHU JpKepenaMu (IHAHCYBaHHS IS OJHIET
rpynu kpain OECP (Jlanii, IlIBemii, Hopgerii, BenukoO6puranii, Kanagu Ta
1H.) € OromkeTH1 kKomTH, a ais iHmoi (Himeuunna, Snownis, ®paniis i iH.) —
KOILITA CUCTEMHU OOOB’SI3KOBOTO MEIMYHOTO CTpaxyBaHHS. B ocraHHi poku
CIOCTEPIraeEMO TEHACHINIO IO MiJBUIEHHS YaCTKH O00O0B’SI3KOBOTO MEIMYHOTO
CTpaxyBaHHS B CTPYKTypi Jkepel GpinancyBanHs kpain OECP, sika B cepegaboMy
3pocia Ha 2 % 1 cranoBuia 39 %.

3po06seH0 BHCHOBOK, IO YKpaiHChbKa CHUCTEMa OXOPOHHU 3/I0pOB’s, y fAKIH 13
2015 p. poznouaro pedopmy, MOPIYHO Hapolrye oOcsaru (hiHAHCYBaHHS M Mae
no3utuBHI BiAryku ekcreptiB BOO3 ta CBitoBoro 0aHKy MpO pe3ysibTaTu
pedopmysanns. [Ipote uepes nomitudHi 3MiHU Y 2014 p. i eKOHOMIYH1 OOMEKEHHS
BHacinok nanjaemii COVID-19 o6c¢sr 3araibHUX BUTPAT HA OXOPOHY 30POB’ s
B f0J1apoBoMy ekBiBasieHT1 y 2020 p. He nocsarHyna piBHs diHancyBanHs 2013 p.
Kpim toro, BiliHa BHECIa KOPEKTUBH B A1ISUTbHICTH Tajly31, 3alIPOBAIUBIIH PEKUM
MaKCHUMAaJIbHOTO 30€peKEeHHS 1HPPACTPYKTYpH, CHpOIleHHsS (iHAHCYBaHHS Ta
3a0e3MneueHHs JOCTYITHOCTI MEAMYHUX mochyr. He3Bakarouum Ha 1€, ypsiaoMm
PO3pO0JIEHO MOBOEHHUH TIJIaH B1IHOBJICHHS! OXOPOHU 3/I0POB’S MPO B1IPOIKEH-
Hsl 3pYWHOBAHUX 00’€KTIB Ta KapJAMHAIBHY TpaHC(OpMaIlito rajy3i B MUPHUU
qac.

Knwuosi cnosa: oxopona 3a0poB’s; kpainm OECP; Burparu Ha OXOpOHY
3JI0pPOB’s; JuKepea (piHaHCyBaHHS.

1. INTRODUCTION

The effectiveness of the health care system significantly affects the level
of health of the population, because if medical services are of high quality and
accessible to citizens, then the health indicators of the population are better. Ac-
cess to and quality of healthcare depends on the amount of healthcare funding,
so the level of funding is one of the decisive factors for ensuring the resilience
of healthcare systems during the threat of the epidemic of COVID-19 or the
emergence of new threats to public health 'I.

The COVID-19 pandemic has shown that by spending effectively on health-
care, the country makes investments, as stronger and more sustainable health-
care systems protect not only the population but also the economy. This period
also showed the role and value of medical personnel: doctors, medical staff, and
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long-term care staff, the shortage of which became a more serious problem than
the lack of hospital beds or medical equipment. Therefore, one of the tasks of
modern governments is to significantly increase the amount of healthcare fun
ding; increase costs for medical workers and goods and services necessary for
the prevention and treatment of diseases. However, such costs will improve the
health of the population and the effectiveness of the healthcare system only if
they are spent effectively.

The health care system is an institution responsible for the implementation
of goals and objectives in the field of sustainable development, the center of
attention of governments and society, and an important sector of scientific and
analytical activity of scientists and specialists. A significant group of domestic
scientists studied the experience of financing the health care systems of foreign
countries. S. Boyko [1, 2], O. Stepanova [3], and N. Filipova [4, 5] studied
the current trends in the financial and economic provision of health care in EU
countries and Ukraine. G. Mulyar [6] studied the foreign experience of ensuring
the implementation of the right to health care in the countries of the European
Union. Scientists L. Alimova [7] and O. Visyannyk [8] considered investment
experience and efficiency of health care systems in OECD and EU countries,
and D. Havrychenko [9] — modern directions of health care reform in foreign
countries.

Along with this, despite highlighting the foreign experience of health care
financing and its comparison with Ukrainian practice, there is a need for further
development and research of trends in health care financing in advanced coun-
tries, in particular those that are part of the OECD, for full provision Implemen-
tation of citizens’ rights to medical care in Ukraine and the world.

The Purpose of the Article is to assess the volume, dynamics, and struc-
ture of healthcare expenditures in the OECD countries and Ukraine to identify
past and present trends and problems of financial support of the industry.

Research Methodology is based on dialectical, systemic, and institutional
approaches, according to which the studied phenomena are considered in an
inextricable connection and causality. In the research process, general scientific
and special methods were used, including theoretical generalization, scientific
abstraction, comparison, logic; structural and functional; induction and deduc-
tion; analysis and synthesis for the evaluation of healthcare activities in foreign
countries and Ukraine.

2. RESEARCH RESULTS

Before the COVID-19 pandemic, the indicator of the share of healthcare ex-
penditures in GDP for the countries of the Organization for Economic Coopera-
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tion and Development (hereinafter — OECD) remained relatively stable. So, on
average, about 8,8 % of GDP, or almost 4 thousand dollars was allocated to medi-
cal services in 2018. per person. The top three according to this indicator included
the USA — 16,9 %; Switzerland — 12,2 % and Germany — 11,2 % [10]. In 2020,
in almost all countries, despite significant restrictions on economic activity due to
the onset of the pandemic, there was a sharp increase in healthcare costs and their
share to 9,7 % of GDP, which is 0,9 % more than in 2019 ( fig. 1).

In some countries, this indicator grew at an even faster pace, for example,
in Italy from 8,7 % to 9,7 %, in Great Britain — from 10,2 % in 2019 to 12,8 %
in 2020, in France from 11,1 % to 12,4 %, and in Slovenia from 8,5 % to almost
10 %.

The analysis of sources of financing showed that budget funds combined
with mandatory health insurance funds in the OECR countries were on average
close to all health care costs in 2019 (fig. 2). In the structure of financing sources
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Fig. 1. Health Care Costs of OECD Countries as a Share of GDP in 2019-
2022, %

Based on [11]
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of the OECD countries, mandatory health insurance funds are dominant, the
share of which increased by 2 % in 2019 and amounted to 39 %.

other
out-of-pocket 1 %
20 %

government
schemes
33 %
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health
isurance

3%

compulsory
health
insurance

39 %

Fig. 2. The Structure of Healthcare Financing Sources in OECD
Countries in 2019
Based on [11]/

Countries in which medicine is financed mainly through mandatory health
insurance contributions include Germany (78 %), Japan (78 %), France (75 %),
Estonia (64 %), Poland (59 %), USA (58 %). It is also known that Germany
and Japan mainly used the mechanism of social health insurance, and France
supplemented public health insurance with a system of private health insurance,
which became mandatory under certain employment conditions in 2016. In turn,
in the United States, federal and state programs such as Medicaid covered ap-
proximately a quarter of all healthcare costs in the United States in 2019 [10].

However, there are some OECD countries in which budget funds are the
dominant source of health care financing. Such funds, as a rule, are formed at
the expense of taxes, fees, and other revenues of the state, regional, and local
budgets, which, through redistribution through the budgetary mechanism, are
spent on the needs of the industry. These are countries such as Norway, Den-
mark, Sweden, Great Britain, and Canada, because it was from their budgets
that 68 % to 84 % of the industry’s needs were financed, and the rest was mostly
covered by direct payments from citizen-patients.

For Ukraine, for a long period, the lion’s share of medical needs was fi-
nanced by budgets, however, over the last decade, the amount of public and state
spending on health care has almost equalized. In particular, in 2020, government
funds amounted to UAH 164,3 billion, and household expenses amounted to
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UAH 152,8 billion, i.e. 49,9 % and 46,4 % in the structure of financing sources,
respectively [12].

According to the methodological guidelines of the National Accounts of
Health Care in Ukraine, national health care costs are formed at the expense of:

— state funds (funds from the state budget; funds from local budgets);

— non-state funds (funds of employers; funds of households; funds of non-
governmental organizations serving households; others)

— funds from the rest of the world (funds from the Global Fund for AIDS,
Tuberculosis, and Malaria; other donors) [13].

As can be seen from fig. 3, the total spending on health care in Ukraine du-
ring 2003-2020 in hryvnia equivalents increased more than 18 times.
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Fig. 3. Total Expenditures on Health Care in Ukraine
for 2003—-2020 Based on [11]
Based on [12]

At the same time, the analysis of the dynamics of total healthcare costs in
US dollars showed a slightly different situation. In particular, in fig. Figure 3
shows that the rapid growth of healthcare spending in Ukraine took place during
2013-2013 and 2013 amounted to almost 14.5 billion dollars. USA. However,
after the political events in the country in 2014, as a result of which the hryvnia
exchange rate fell, the amount of healthcare financing in 2015 was reduced by
almost half compared to 2013, and in 2020 it amounted to USD 12,3 billion.
USA.

In Ukraine, in 2016, the percentage of total health care expenses to GDP
was 7,6 %, and in 2020 — 7,8%, which can be considered a fairly high value of
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the indicator, since a similar level was observed in such countries as the Czech
Republic and Israel — 7,5 %, Greece — 7,8 %. Due to the low volume of GDP
in Ukraine, the number of medical expenses per capita was catastrophically
low compared to other countries — 24 times less than in OECD countries and
63 times less than in the USA.

A detailed analysis of the structure of healthcare financing sources in Ukraine
[12] made it possible to draw the following conclusions:

— state financial resources in 2020 accounted for almost 50 % of the total
expenditure on health care, of which the State Budget of Ukraine accounted for
36,9 % or UAH 121.7 billion, and local budgets for 12,8 % or UAH 42,3 billion.
0,13 % or 0,4 billion UAH was financed by the Social Insurance Fund. Budget
expenditures were mostly directed to the financing of medical assistance to the
population, state-targeted and local healthcare programs, and fundamental sci-
entific research;

— municipal government spending on health care for a long period occupied
a dominant share in the structure of state financing and grew annually. For ex-
ample, in 2015 their volume exceeded almost 8 times the expenditure on health
care in 2003. However, in 2015, the transformational reform of the health care
system in Ukraine began, which, according to the conclusions of international
experts, was successful and corresponds to international practices of accessibi-
lity, quality, and efficiency of medical services. As a result of the introduction
of the medical reform, starting in 2018, state budget expenditures on health care
began to grow at a noticeably rapid pace, and in 2020, state budget funds ex-
ceeded the volume of local budget expenditures by 2,9 times. That is, over the
past five years, it was possible to change the priorities of budget funding and the
structure of budget expenditures for healthcare purposes.

—compared to OECD countries, the share of population spending on health-
care in Ukraine is not only high but also growing, in particular, from 38,5 % of
total healthcare spending in 2003 to 49,2 % in 2019 and 46,4 % in 2020 [12].
This rate 1s much higher than the average for other lower-middle-income coun-
tries (38,4 %), although similar to the average for lower-middle-income coun-
tries in the European region [11].

The situation, when a large part of health care costs is paid for by citizens,
is threatening. First of all, due to income inequality and the high poverty rate
of the population in Ukraine, access to medical services is limited, and the risk
of chronic diseases, disability, high mortality, and a decrease in the quality of
life of the population increases. Between 2010 and 2019, the share of house-
holds spending more than 10 % of total consumption on health increased from
6,9 % to 7,8 %, and the share of households spending more than the «solvency»
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threshold established by WHO in Europe increased from 11,5 % to 16,7 % [15].
Secondly, it is known that if the state funding sources cover less than 75 % of the
needs of the healthcare system, then such a system becomes unmanageable [15].

According to the conclusions of the joint report of the WHO and the World
Bank, the implementation of the medical reform in Ukraine was successful, in
particular, in the legal field — the concept of the reform was approved and the
law «On State Financial Guarantees of Medical Services of the Population»
was adopted; in the institutional sphere, the National Health Service of Ukraine
(NHSHU) was created, which carries out strategic procurement of medical ser-
vices; primary medical care providers work as autonomous business entities;
hospitals are gradually becoming communal non-profit enterprises; a system of
strategic purchases was introduced, etc. [17].

Foreign experts gave a positive assessment of the process of developing
new approaches to the payment of inpatient medical care, namely the procedure
for concluding contracts with providers of primary medical care and hospital
medical care. After all, funding became available to those institutions that met
the terms of the contract (personnel conditions, requirements for medical equip-
ment, infrastructure, and the ability to provide medical care by the protocols).
Also, global budget funding, which is linked to indicators of efficiency, morbid-
ity, and provider capacity, was used to purchase 81 % of specialized care under
the health services program in 2020. In addition, the electronic health care sys-
tem has become more sophisticated, as electronic medical records and referrals
have been implemented, which has contributed to better coordination of patient
routes [18].

However, the war, which began on February 24, 2022, and continues to this
day, has put the achievements of the reform under serious threat. Considering
the impact of such an emergency, WHO researchers identified three main condi-
tions that will help industries function effectively in the difficult conditions of
war, namely [19]:

— ensure the planning of ways to overcome long-term consequences based
on the principles of comprehensive access to health care services (universal
health coverage). Also, maximally support the main principles of the pre-war
health care financing system and preserve the network of medical institutions;

— to ensure population access to basic medical services. That is, the finan-
cial resources of the state should be used to ensure the availability of medical
services of acceptable quality without creating financial difficulties for patients;

— to adapt the main changes in the payment mechanisms of service provid-
ers, which were initiated at the beginning of the war, taking into account the
post-war recovery. To this end, in March 2022, most payment methods were
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replaced by a global monthly budget to ensure more predictable and stable fun-
ding.

3. CONCLUSIONS AND PROSPECTS FOR FURTHER RESEARCH

Analysis of trends in healthcare financing in OECD countries showed that
the biggest changes occurred in 2020 due to the impact of the COVID-19 pan-
demic. Even though the economies of these countries slowed during this period,
healthcare spending in GDP increased by almost 1 % compared to 2019 and was
9,7 % of GDP. In some countries, the growth rate was even higher: Italy — by
1 %, Great Britain — by 2,6 % in 2020, France — by 1,3 %, and Slovenia — by
1,5 %. The governments of advanced countries have realized that it is extremely
important to strengthen the financial stability and readiness of healthcare sys-
tems for epidemic challenges, as this negatively affects the economy and well-
being of the country as a whole. States have tried to diversify the sources of
funding for medical services in such a way as to protect citizens from the exces-
sive burden on their budgets and to ensure affordable and high-quality medical
care at the expense of budgets and health insurance. On the negative side, health
spending in OECD countries continues to focus largely on treatment rather than
disease prevention and health promotion, with far more being spent on hospitals
than on primary care.

The Ukrainian healthcare system, which began a reform in 2015, has not yet
reached the 2013 level of funding in dollar terms in terms of total spending on
this industry in 2020. Also, a characteristic difference of Ukraine from OECD
countries 1is the structure of health care financing sources, in which state funds
(funds from the state and local budgets) make up 49,9 %, and household funds —
46,4 %. That is, Ukrainian patients feel a significant financial burden compared
to their European neighbors.

The annual increase in the amount of funding and the positive feedback of
WHO and World Bank experts on the results of the reform contributed to the
development of the national healthcare system. However, the war made adjust-
ments to the activity of the industry, introducing a regime of maximum preser-
vation of infrastructure, simplification of financing and ensuring the availability
of medical services. And yet, despite this, the country has already developed
a post-war plan for the restoration of health care, which is not about the usual
restoration of destroyed or destroyed objects, but about a radical transformation
and improvement of the industry.
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