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Evaluation of the efficiency of financing the healthcare system: foreign aspect

Abstract

Object: evaluation on the example of foreign countries, of efficiency of financing the healthcare system by com-
paring non-market and market mechanisms of healthcare and financial management of the healthcare system

Methods: in process of the research, the scientific methodology was used, suggesting a systematic approach to
solving problems, ensuring the unity of qualitative and quantitative methods. In particular, the method of econometric
modeling, correlation analysis of data on health care costs and life expectancy was applied.

Findings: in the paper the financial models underlying various health systems (using the example of foreign coun-
tries) is compared and analyzed, and also based on the method of econometric modeling, the nature of the correlation
between increase in private and public health spending and life expectancy is established.

Conclusions: according to the results of the econometric research, the authors concluded that the development and
implementation of reforms in the health care system should be based on significant shift in the balance of private and
public financing towards the latter. The increase in the degree of participation of private financing in healthcare is justi-
fied only by stimulating competition and should not be linked to the reduction in public funding.

Keywords: healthcare, healthcare finance, commercialization of healthcare, healthcare system, models of
healthcare systems, public financing, private financing, financial management

Introduction

The demand for medical services is growing all over the world, as are the costs of them. If earlier this
was due to the tendency to aging of the population, the widespread fixation of chronic diseases and related
pathologies, today the counteraction to epidemics has been added.

Currently, there is a critical need for capital investment to create resilient health systems that must
respond to key public health needs to ensure safety. These systems are designed to prevent and mitigate
crisis situations similar to pandemic of COVID-19.

It actualizes the problem of comparative opportunities and a balanced combination of non-market and
market mechanisms of healthcare, financial management of the development of the healthcare system (HCS).

Literature Review

Content analysis of current materials on healthcare issues by the Deloitte international audit network
has shown that the main directions of financial management of healthcare in the world are as follows (table
1).

Table 1. Current trends in financial management in global healthcare

Direction Tasks
1 2
Rising healthcare costs - increasing the availability of medical services for different segments of the
population;
- improvement of infrastructure and equipment.
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Continuation of Table 3

1 2
Reducing healthcare costs |- improving operational efficiency;
- minimization of administrative costs;
- improvement of the quality management system;
- integration of connected processes.
- reducing the duration of treatment in hospitals;
- the increase in the use of rehabilitation, hospital replacement, minimally
invasive technologies necessary to minimize the stage of hospitalization of
patients.

Optimizing the costs of hospi-
tal services

Note — Compiled by the authors

Typology is the most important tool for comparing, identifying similarities and distinguishing
features in the financing and organization of health systems, the provision of medical services in a
particular country.In the study, we will use the classification proposed by N. Reibling (Reibling,
2019), with the allocation of state, social insurance and market models, since this approach is
closest to the criterion of the ratio of private and public principles in healthcare financing. Table 2
shows their general evaluation characteristics.

Table 2. Models of HCS in foreign countries

Models State . Market So_cial insurance
(Semashko-Beveridzha) (non-state) (Bismarck)

Germany, Belgium, France,

Countries gr:géigdbléil%;f rgjgglr,] Ireland, USA, South Korea, Israel, Switzerland, Japan, Austria,

' ’ Canada, Netherlands, Holland
Pronounced focus on society, 1. Within the framework of market |1. Universal insurance makes
achieved by an increase in the competition, the latest technologies|it possible to cover the popu-
coverage of the population in- and methods of treatment are being (lation to a high extent.
volved in compulsory medical developed and improved. 2. Each insured person has
care. 2. There are a large number of or- |access to a full list of medical
Preventive approach in the provi- |ganizations and medical institu-  [services.

Strengths sion of medical services. tions on the market. 3. High development of the
Medical services are free for all medical services market.
citizens. 4. The predominance of pri-

vate non-profit medical or-
ganizations using world expe-
rience and advanced technol-
ogies.
The system has little flexibility 1. The costs of medicine are con- |1. Extra-budgetary funds are
and increased bureaucratization.  |tinuous. experiencing an increased
The patient is not free to choose a |2. Permanent medical care is not |financial burden.
medical institution. available to the unsecured seg- 2. Artificial imposition of

Weaknesses Centralized management of the ments of the population. expensive methods of exami-
market capacity and the volume of |3. The secondary role of the state |nation and treatment.
assistance provided. in quality management of medical |3. Asymmetry in the infor-
Long waiting for help due to the  |goods and services. mation field, weak control
possibility of applying an unlim- over the quality and reliability
ited number of times. of information.

Note — Compiled by the authors

It should be noted that in recent decades, there has been a tendency in all countries of the world
to permanently modernize health systems to one degree or another, and therefore there is no strict
correlation between them and one of the above models.

Based on this, three countries can be identified that are closest to these three models, in particu-
lar England (the state model of the healthcare system), the RF.

Table 3 shows which sources provide financial support in foreign countries with different
models of healthcare financing (for example, England, the Russian Federation (RF) and the USA) in
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2021.

Table 3. Financial support (sources) of HCS in the RF, in England, and in the USA (2021)

The share of source in total financing amount, in percentage

Source Russian Federation (social in- |USA (market model of England (state model
surance model of HCS) HCS) of HCS)

Re_venue from receipts of cumu- 276 454 97,6

lative taxes

Revenue from contributions of 58.9 141 missing

compulsory insurance

Personal finances of citizens 13,5 40,5 2,4

Note — Compiled by the authors based on World Bank data (World Development Indicators)

H. Montgomery and A. Hines emphasize the existence of a crisis in England: the state budget, which is
the main source of centralized financing, cannot cope with the growing demand of the population. The most
important detail of an effective healthcare model is a properly functioning system of disease prevention or
prevention and the formation of the right attitude to health among the population (Montgomery, et.al., 2017).

The authors of the study emphasize that the result of medical care should be balanced with the alterna-
tive price of its implementation. So, over time, the actual costs incurred by the British National Health Ser-
vice (NHS) grew by 3.7 % annually. Innovative medicines and technologies lead to increased costs, com-
pounded by growing patient expectations, an increase in the number of elderly and disabled patients, as well
as the level of non-communicable diseases.

As a result, patients who do not need hospitalization actually occupy hospital beds. The first wave of
the pandemic showed an ineffective disbursement of 179 million pounds, with 39 % of NHS medical institu-
tions facing a deficit reaching 69 %. The main performance criteria showed negative growth as a result of the
low level of integration between social care and healthcare.

England does not have the financial capacity to improve the efficiency of the healthcare system, as pri-
orities are set for other areas of the economy. In this regard, experts suggest several ways to solve the crisis
of British healthcare (Howarth, et.al., 2021; Davillas, Jones, 2021; Barker, Barker, 2022):

1. To increase the cost-effectiveness of disease control, it is proposed to involve more patients and med-
ical personnel, increase the level of investment in prevention and self-control, and support the coordination
of evidence and decision-making.

2. It is necessary to establish a constructive dialogue between politicians, healthcare professionals and
society, which should address the need for costs and efficiency of certain aspects of medical care. The evalu-
ation of the effectiveness of financing should be determined by the degree of the system's work in achieving
the goals: the development of prevention and improvement of the quality of medical services.

3. To evaluate efficiency of HCS, it is proposed to evaluate in accordance with six indicators from the
OECD health quality requirements: the number of hospitalizations per 100,000 population (taking into ac-
count age standardization) with diagnoses: asthma and COPD (1), congestive heart failure (2), diabetes (3);
mortality in the period up to thirty days after hospitalization for every 100 patients (standardization by gen-
der and age) with diagnoses of acute myocardial infarction (4), hemorrhagic stroke (5), ischemic stroke (6).
All indicators are considered collectively in the form of an index of the sum.

The evaluation of efficiency of HCS, taking into account funding according to these indicators, was car-
ried out by T. Smith. As a result, Germany, Austria, Ireland and France are among the countries with the
highest performance of the healthcare system. England took the third place in the ranking. The least effective
were the USA, Switzerland, Korea and Japan (Smith, 2017).

Bloomberg, based on data provided by the UN, World Health Organization (WHO) and the World
Bank, makes ratings of countries on the effectiveness of health systems based on indices derived from select-
ed indicators (life expectancy, relative and absolute health expenditures per capita, etc.), adjusted for the cor-
responding coefficients. According to this rating agency, Russia, which has been included in the monitoring
since 2014, ranked fiftieth with a drop to 62" place in 2022. England in 2022 took the 16th place, the USA
— 33

In Bloomberg, Singapore, Hong Kong, Israel, Spain, Italy, South Korea and Japan consistently hold
high ratings. At the same time, Kazakhstan, China, Iran, Romania, Turkey, Algeria, Malaysia and other
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countries whose per capita health care costs are similar and even lower than in the Russian Federation are
always positioned 15-30 points higher relative to Russia.

The efficiency assessment offered by Bloomberg does not allow for correct comparisons of changes and
ratings, since the set of indices varies every year, and the number of countries covered by monitoring is con-
stantly increasing. In addition, the results are summed up in different periods throughout the year, so some-
times the data are predictive.

Methods

The method of research was chosen econometric modeling, which allows to identify the ratio of the de-
sired elements in the system (EViews). This study was conducted according to the data of the World Bank
and the World Health Organization for 2011-2021 — country indicators for the USA, the Russian Federation
and England. In the course of the analytical work, a hypothesis was formulated about a positive correlation
between the growth of private health spending and life expectancy, prevailing over a similar correlation with
respect to the growth of public spending. According to this hypothesis, the econometric model has the form
(formula 1):

Pn =11+ ¢1Gs + CoFs+C3D + c4Ho17 + CsHigss + CoHsesr + Vit (D)

where:
Pn— expectancy life in country n for t period;
c1...6 — correction coefficients;
fy — factors not considered in economic model;
Fs — private expenses on health care of population;
Gs_ expenditures of government on HCS;
D — average revenue;
H17,18-5556 — Share of age audience in total population;
Vnt— possible errors in time.

Results
According to the results of the application of econometric modeling, the following data were obtained
(table 4).

Table 4. The results of assessment of econometric model according to the hypothesis

Values GLS-model with fixed effects GLS-model with random effects
Variables (1) (2) (1) (2)
Constant 41,577 42,261 41,357 43,000
Government spending |- 1,039 - 0,983
Private expenses - 0,528 - 0,443
Population 0-17 0,041 0,024 0,051 0,024
Population 0,103 0,104 0,111 0,102
18-55 -0,421 -0,491 -0,433 -0,509
Population 56+ 0,735 0,734 0,138 0,139
Caefficient of 0,173 0,161 0,142 0,136
determination

The Durbin-Watson 15, 75 20,952 11,180 9,502
indicator

Note — Compiled by the authors on the basis of econometric analysis

The results showed that both public and private healthcare expenditures have a significant positive
correlation with the life expectancy of the population. With a 1 % increase in government spending, life
expectancy increases by 12 months. In relation to private expenses, the increase occurs only for 6 months.
Consequently, government spending has a stronger impact (Wagner, 2021).

The increase in the volume of services provided on a paid basis should occur on such a scale as not to
damage the work of budget organizations that guarantee equal access of citizens to key types of social
services, which include the basic services of healthcare organizations.

Ensuring guarantees for equal access to key services provided by the health care system is possible only
with financing in appropriate amounts, according to a correctly structured structure of budget disbursement
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and in the provision of appropriate services free of charge. Undoubtedly, measures to ensure protection from
the epidemic are among the key health services. Anti-epidemic measures with high efficiency, which cover a
wide range of citizens with different income levels and different standards in matters of consumption, cannot
be carried out in the form of paid services. Measures of this type lose their effectiveness when the level of
outpatient care in the field is minimized.

There has been repeated confirmation from world experience that the model of financing medical
services aimed at making a profit in the provision of medical care is limited in its efficiency (Salvador-
Carulla, et al., 2020; Rosenau, Lindner, 2003; Holmes, 2020). Special threats arise in the so-called risk
groups, which are difficult or impossible to cover with medical services on a paid basis.

The fundamental failure of the healthcare system with a preponderance towards commerce is illustrated
by the leadership in the United States in terms of deaths from COVID-19. This situation has developed
despite the huge US spending on healthcare and the leading indicators of the ratio of medical costs to GDP
(table 5).

Table 5. Share of health expenditure and mortality from COVID-19 in some countries (2021)

Indicator Russian

USA Federation Germany Italy England China
Healthcare costs 171 s 108 8.8 9.6 5.1
(% of GDP)

421849 390892 140734 137657 134786 106587

Note — Compiled by the authors according to the World Health Organization (the global health observatory)

In fact, the United States has demonstrated the inability to provide anti-epidemic measures and relevant
services to the required extent (Gugushvili, 2022). As this experience has shown, the world's leading posi-
tions in high medical and pharmaceutical technologies cannot withstand epidemics, the epicenter of which is
concentrated in groups with financially limited access to medical care.

Discussion

Researches show that in different countries, megacities with their inherent high population density, poor
environmental indicators and a large percentage of marginal groups act as regional centers of COVID-19
distribution (Wickramasinghe, et al., 2020; Hill, 2020; Rose-Redwood, et al., 2020). Blocking social contacts
of well-off segments of the population and marginal groups, even for anti-epidemic needs, is considered im-
possible. The greatest danger is posed by pandemic foci that occur in places where low-wage workers live,
with unsanitary conditions and high crowding characteristic of these places, at the time of their contact with
other people who are at risk.

The level of the state of services resisting the epidemic, outpatient and polyclinic care, the availability
of these services for each of the population groups in certain regions are key pillars that determine the ability
of society to withstand the threats of a pandemic. A priori, the level of the healthcare system in regional enti-
ties, its ability to respond to emerging epidemic threats play a key role in preventing these threats, while it is
equally important not only to what extent funding is provided, but also how and for what funds are spent,
what dominant incentives are present in healthcare.

V. Navarro believes that due to the commercialization of medicine over the past forty years, the world
has shuddered from at least four extensive epidemics (Ebola, SARS, MERS, COVID-19). The decrease in
the level of state financing of socially significant areas has significantly worsened the quality of life of peo-
ple (Navarro, 2020). Semancik also notes that the phenomenon of privatization, which has penetrated the
healthcare system and the introduction of free market provisions in areas related to human health, has
brought a lot of negative aspects, deteriorating the quality of life and health of citizens, caused tangible dam-
age to people's social rights in order to extract economic profit (Semancik, 2022).

M. Basel and T. Boyce, as a result of the study, came to the conclusion about the noticeable negative
consequences of the introduction of market restructuring in HCS of England, including deterioration of coun-
try’s residents health. In Italy, due to the epidemic, those regions in which market reforms were forcibly in-
troduced were most affected: fragmentation of the system at the regional level, reduction of financing, privat-
ization and saving of technical and human resources.

Spanish healthcare specialist M. Angelis notes that the privatization of the state healthcare system has
fallen into a state of crisis since the late 90s. And also emphasizes that no one cancels paid medicine, but
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universal health care can only be provided by the state. The predominant effectiveness of private healthcare
is a myth. The state health care system works to prevent diseases, not to profit from the diseases of citizens.
Targeting private companies in the healthcare system is counterproductive (Angeles, 2021).

This is directly related to the security of society and the state, with the level of well-being, with the de-
sire for stable development, of which social inclusion is a part.

Conclusions

The lack of funding and efficiency experienced by the healthcare system with a vector for
commercialization has acquired the character of a global problem. To complement existing HCS in country,
market reforms have turned out to be focused on privatization of medical services previously owned by the
public sector.

In a situation of instability of financial systems, taking into account recent events in the world, it is
important that the state share of healthcare expenditures ensures sustainability of HCS. At the same time, it is
necessary equal access to medical care that is guaranteed for all population, regardless of level of income.
The grow in participation’s degree of private financing in healthcare is justified only by stimulating
competition.

The development and implementation of reforms in the healthcare system should be based on a
significant shift in the balance of private and public funding towards the latter.
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Maxcamul:  JleHcaynblK CaKTaylblH HApBIKTaH THIC JKOHE HAPBIKTHIK TETIKTEPIH JKOHE JCHCAYJIBIK CaKTay
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Y3aKThIFBIHBIH KOPPEJISALHUACHIHBIH CHIIATHI aHBIKTAJI/IBI.

Tyorcoipimoama. Y PriziireH 5KOHOMETPUKAIBIK 3€PTTeY HOTHKeNepi OOMbIHIIA aBTOpJIap JEHCAYJIBIK CaKTay
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KOHE MEMJIEKETTIK Kap>KbUIaHABIPYAbIH KbICKapybIHA OailylaHbICTBI 00JIMayhl KEpeK.

Kinm co30ep: neHcayinbik, JeHCAylbIK CakKrayJbl KapKbUIAHABIDY, JEHCAYJIBIK CaKTay —CallaChlH
KOMMEpPUMIAHABIPY, [eHCAayJIblK CaKTay JKylieci, HeHcaysiblK CakKTay JKYHECiHiH MOMeIbaepi, MEMIEKETTIK
KapKbUIAHBIPY, JKEKe KapKbUIAHABIPY, KAPKBLIBIK, 6acKapy.
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D.S. Bekniyazova, A.A. Nurgaliyeva et al

OneHka pe3yIbTATHBHOCTH (PMHAHCHMPOBAHMS CHCTeMbI 3iPABOOXPaHeHNUs: 3apy0esKHBIH aACTIeKT

Annomauusn

L]ens: oneHKa Ha IpUMeEpe 3apyOEIKHBIX CTPAH PE3yIbTATHBHOCTH (PHMHAHCHUPOBAHUS CHCTEMBI 3PAaBOOXPAHCHIS
ITyTEM COIIOCTABJICHUS BHEPBHIHOYHBIX WM PBIHOYHBIX MEXAaHH3MOB 3/PaBOOXPaHEHUS U (HUHAHCOBOTO YIPABICHUS
Pa3BUTHEM CUCTEMBI 3APABOOXPAHEHMUSL.

Memoowi: B ponecce uccienoBanus ObIIa HCIIONB30BaHA HAyYHAsI METOIOJIOTHS, TIPEAIIONIATA0NIast CUCTEMHBIH
TIoAX0a K PEIICHUIO HpOGHeM, obecrieunBas CAUHCTBO KAYCCTBCHHBIX M KOJHMYCCTBCHHBIX MCTOOOB. B YaCTHOCTH,
NIPUMEHEH METOX JKOHOMETPUYECKOIO MOJACIMPOBAHUA, KOppeJ’I)IHHOHHBIfI aHaJIM3 JTaHHBIX pacxoJgoB Ha
3ApaBOOXpPaHCHUEC U O)KI/I,Z[aeMOﬁ MPOAOJLKUTCIIBHOCTHU KU3HU.

Pe3yfzbmambz: B pa60Te MMpOBE€ACHO CpPAaBHCHHUC W aHAJIN3 (IJI/IHaHCOBI)IX MOﬂeﬂeﬁ, 3aJI0KECHHbIX B OCHOBEC
pa3JIMYHbIX CHUCTEM 3ApPaBOOXPAHCHUS (Ha opumMepe 3apy6e)KHLIX CTpaH), a TaKXKE€ Ha OCHOBE METOJa
9KOHOMETPHUUYCCKOTO MOACIMPOBAHUA YCTAHOBJICH XapPAKTEP KOPPEIALNU YBCIUYCHUSA YACTHBIX U T'OCYJAAapCTBCHHBIX
pacxo0B Ha 3ApaBOOXPAHCHUC U omnuaeMoﬁ IPOAOJIKUTCIIBHOCTH JKU3HU.

Buwisoowi: Tlo pe3yibTataM NpPOBEACHHOIO S5KOHOMCETPHUYECKOI0 MCCICAOBAHUA aBTOpaMU OBLIO 3aKJIIOUCHO, 4YTO
pa3paboTka u peanu3aiys pehopM B CHCTEME 34paBOOXPaHEHHUS JODKHBI OCHOBBIBATHCS HA 3HAYUTEIHHOM CMEIICHIH
paBHOBECHS YaCTHOTO M TOCYAAapCTBEHHOTO Havajl B (PMHAHCHPOBAHWU B CTOPOHY IOCieaHero. Poct crenenn ydacTus
H4aCTHOI'O q)I/IHaHCI/IpOBaHI/IH B 3ApaBOOXpAaHCHUU OIpaBAdH TOJbKO CTUMYJIHMPOBAHWEM KOHKYPCHIMHW W HE OOJIKCH
YBA3BIBATHCA K COKPALICHUIO T'OCYIapCTBEHHOI'O (I)I/IHaHCI/IpOBaHI/Iﬂ.

Knrwouegvle cnosa: 3npasooxpanenue, (GUHAHCH  31PAaBOOXPAHEHHUs, KOMMepUHanu3anus  cgepsl
3pAaBOOXPAHEHUs, CHUCTEMa  3APAaBOOXPAHEHHUS, MOJETM  CHCTEM  3/PaBOOXPAaHEHMs, TOCYAapCTBEHHOE
(rHAHCHUpOBaHUE, YaCTHOE (MHAHCUPOBaHKE, (UHAHCOBOE yIPaBICHHE
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