HEALTH AND HEALTH SYSTEMS

The health systems of the European Union are a central part of Europe's high levels of social
protection. Ensuring equal access to health care contributes to social cohesion, as
recognised in the Europe 2020 Integrated Guidelines (Guideline 10), and social justice.
Health systems, through equity in financing (financing according to ability to pay) and in
access (access according to need and not on the basis of ability to pay) have a redistributive
character, from the rich to the poor and from the healthy to the ill. Moreover, they can
contribute to sustainable development as they add to intergenerational solidarity and can
correct for negative population health externalities.

The overarching values of universality, access to good quality care, equity and solidarity are
widely accepted at the EU level and shared across Europe, as recognised by the Council®
and in the work of the different EU institutions. The Council has also recognised the need to
makezhealth systems financially sustainable in a way which safeguards these values into the
future”.

The health sector plays an important role in the overall economy: it accounts for 8% of the
total European workforce and for 10% of GDP in the European Union. A large share of
healthcare costs in the EU is borne by public means, which raises the issue of cost-
effectiveness and long-term financial sustainability.

The 2014 Annual Growth Survey underlines the need to strengthen the efficiency and
financial sustainability of healthcare systems, while enhancing their effectiveness and
adequacy in meeting social needs and ensuring essential social safety nets. It also highlights
that active inclusion strategies should be developed, including broad access to affordable
and high-quality health services. Finally, it stresses that healthcare services are an area that
will generate significant job opportunities in the years to come.

1. Key statistical indicators

Health expenditure makes up alarge and growing share of GDP

Health expenditure makes up a large share of GDP in European Member States: the share
of total (public and private) health expenditure as a percentage of GDP was close to 10% in
2011, and three MS had presented a value equal to or above 11% (DE, FR, and NL). The
public sector plays a major role in the financing of healthcare: in two thirds of MS, more than
70% of health expenditure is funded by the public sector.

Figure 1 shows the share of public and private financing to healthcare systems across EU
countries. MS with a relatively high share of private health expenditure are CY (58% of total
health expenditure), BG and LV (above 40%), HU and PT (at 35 %), EL, MT and IE (above
30%). The MS with the highest share of health expenditure funded by the government are
the NL and DK (above 85%), CZ, LU, UK, and SE (above 80%).

! Council Conclusions on Common values and principles in European Union Health Systems (2006/C
146/01): http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:C:2006:146:0001:0003:EN:PDF

2 Council Conclusions on the sustainability of public finances in the light of ageing populations (3167th
ECOFIN Council meeting, 15 May 2012):
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/130261.pdf



http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2006:146:0001:0003:EN:PDF
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/130261.pdf

Figure 1: Health financing
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Figure 2 shows the figures on the levels of public expenditure on health in EU Member
States, expressed both as a percentage of GDP and as a percentage of total general
government expenditure. Nine Member States have a health expenditure-to-GDP ratio above
the weighted EU average in 2011 (7.3 % of GDP): BE, DK, DE, FR, IT, NL, AT, SE, and UK.
The Member States with the lowest share of public health expenditure were CY and LV
(below 4% of GDP), BG, EE, LT, PL, and RO, all below 5% of GDP.

Expressing health spending as a percentage of total government expenditure shows eight
Member States above the EU level (14.9%): HR (20%), CZ , DE, IE, LT, NL, AT, SK, and
UK. The Member States with the lowest public expenditure in health, as a share of total
public expenditure are CY (below 8%), RO (below 9%), HU, LV, PL, and EL (below 11%),
and LU (below 12%).

Figure 2: Public expenditure on health
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The health (and social) sector has seen a large rise in employment over the last few
years and represents a potential for high-skilled and flexible employment.

The 'health and social work' sector® is the sector which saw the largest rise in employment in
recent years (and notably between the third quarter of 2008 and the third quarter of 2013)
with close to 1.9 million new jobs. Within the health and social sector, the biggest increase in
jobs took place in the 'residential care' sub-sector® (892 thousand new jobs, accounting for
48% of the new jobs created in the sector), followed by, the 'human health' sub-sector (with a
net balance of 535 thousand new jobs, 29% of the total) and by 'non-residential social work’
(430 thousand new jobs, 23% of the total).

With regards to absolute figures across the EU, the 'human health and social sector'
accounted for 22,974,300 employees in the third quarter of 2013. The majority of them —
13,215,300 employees — were employed in the 'human health' subsector; the 'residential
care' subsector accounted for 4,752,900 employees, while 5,006,100 workers were
employed in 'social work activities without accommaodation'.

Figure 3: Evolution of jobs in health and in all other sectors
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sectors - Source: Eurostat, labour force survey

Workers in the health and social work sector present an education level which is far above
the average of all sectors. As Figure 4 shows, the presence of workers with tertiary education
is consistently higher in the health and social sector than in the whole economy.

® The 'Health and social work' sector includes three sub-sectors: 'human health', 'residential care’, and
'non-residential social work'. For some statistics no breakdown is available; in order to present
comparable data it is therefore necessary to present the aggregate value for the whole sector.

* This sector is composed both by works which may be ascribed to human health and to social care,
but under the current classification it is difficult to estimate the relative weights of the two sub-
components. This means that the previous analyses relate to a different aggregate, as it excluded
social long-term care.



Figure 4. Workforce's level of education
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Employment of workers holding a tertiary degree as a percentage of total employment in health and
social work and in all sectors, 2012 - Source: Eurostat

In the European Union as a whole, in 2012, 31% of all workers held a tertiary degree
(corresponding to ISCED levels 5 and 6); in the health and social work sector this value was
43%, i.e. two workers out of five held a tertiary degree. The percentage of workers with an
upper or post-secondary education (ISCED 3-4) was 48.6% for the whole economy and
42.5% in the health and social work sector. To complete the picture, 20.8% of all workers
held a no more than a lower secondary degree (ISCED 0-2), while this percentage was only
14.4% in health and social work sector.

According to Commission services' estimations, around 15% of all people holding tertiary
education qualifications in age group 30-34 are employed by the health and social work
sector’.

2. Assessment of main challenges

The need to ensure equitable access to quality health care

An indicator which is frequently used as a proxy of barriers in access to health care is self-
reported unmet needs for health care based on surveys. Reasons given for not receiving
care include: excessive treatment costs, long waiting times, or having to travel too far to
receive care®.

In all European countries, a majority of the population reported only minor levels of unmet
care needs (below 8% of population for 75% of all countries). However, in some countries,
significant proportions of people reported having unmet needs. The most common reason for
not obtaining care was because of treatment costs, while in some countries waiting times
were an issue’.

® Commission services' calculations based on data from Eurostat, Eurofound and EU KLEMS,

® Results are presented under section 2.

" waiting times may occur for avariety of reasonsincluding reasons related to active management choices made
by health systems



The subjective measure of unmet medical needs should be seen in the context of objective
measures of the level of care, such as the per capita level of public and private spending on
health care and the number of medical services provided. Typically, in most European
countries, these have increased throughout the last decade, reflecting partially that supply of
medical care services as well as the demand for these services have increased.

Figure 5: Self-reported unmet needs for medical examination by reason
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The need to ensure fiscal sustainability of public expenditure on healthcare and long-
term care

Health spending is among the largest and fastest growing spending items for governments.
Figure 6 shows the proportion of annual increase in public health expenditure as a
percentage of GDP growth. To have a better understanding of it, one must note that a value
of 0% means that the health expenditure has been growing at the same pace as the GDP.

Figure 6: Relative growth of public expenditure on health and GDP
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The largest increase in public health expenditures (as a share of GDP) between 2006 and
2011 has been recorded in EE, NL, CY, RO, ES and IE. By contrast, public health spending
grew less than GDP in LV, HU, MT, LU, EL, and PT.

Looking forward, growing incomes, population ageing and technological advancements are
expected to increase pressure for higher health spending. According to the 2012 Ageing
Report®, which analyses the effect of ageing, but also of non-demographic factors, on the
expected development of health expenditure, a further increase in the share of public health
expenditure on GDP is expected from now up to 2060. As shown in Table 1, according to the
“AWG reference scenario™, public expenditure on health care and long-term care in the EU
will increase by 2.6 pp. of GDP until 2060. In the "AWG risk scenario"'® an average increase
of expenditure of 3.4 pp. of GDP is estimated up to 2060.

8 http://ec.europa.eu/economy_finance/publications/european economy/2012/pdf/ee-2012-2_en.pdf

°“ AWG reference scenario”: Health care: takes into account the impact of demographic ageing and income but
is balanced by improvements in health status; Long-term care: Assumes the half of the projected gainsin life
expectancy is spent without disability.

10" AWG risk scenario": Health care: As the reference scenario plus takes into account the impact of non-drivers
of health care expenditure; Long-term care: Assumes the convergence of total national average cost of the EU27
weighted average, in order to capture the possible effect of a convergencein real living standards.



http://ec.europa.eu/economy_finance/publications/european_economy/2012/pdf/ee-2012-2_en.pdf

Table 1 - Current levelsand projected changein public spending on health care and long-term
care; 2010-2060 as, % of GDP

Projected public spending, 2010-2060, percentage points of GDP

Projected age-related spending
Health care Long-term care
Level Change Level Change
Reference scenario Risk scenario Reference scenario Risk scenario
2010  2010-2020 2010-2060|2010-2020 2010-2060| 2010  2010-2020 2010-2060|2010-2020 2010-2060
BE 6.3 0.1 0.4 0.2 0.8 2.3 0.4 2.7 0.5 35 BE
BG 4.3 0.2 0.5 0.5 1.1 0.5 0.0 0.3 0.0 0.4 BG
cz 6.9 0.4 1.7 0.7 2.4 0.8 0.1 0.7 0.1 1.0 cz
DK 7.4 0.4 0.9 0.5 15 45 0.3 BI5) 0.3 35 DK
DE 8.0 0.6 14 0.9 2.0 14 0.3 17 0.3 1.8 DE
EE 5.2 0.2 11 0.5 1.8 0.5 0.0 0.3 0.1 0.5 EE
IE 7.3 0.0 11 0.1 17 11 0.2 15 0.2 2.1 IE
EL 6.5 -0.1 0.9 -0.1 1.2 1.4 0.2 1.2 0.2 1.8 EL
ES 6.5 0.0 13 0.2 19 0.8 0.0 0.7 0.1 0.8 ES
FR 8.0 0.4 1.4 0.7 21 2.2 0.4 21 0.4 22 FR
T 6.6 0.0 0.6 0.1 1.0 19 0.1 0.9 0.1 0.9 T
CcY 2.6 0.1 0.4 0.1 0.5 0.2 0.0 0.1 0.0 0.1 CcY
LV 3.7 0.1 0.5 0.3 1.1 0.7 0.1 0.4 0.1 0.4 LV
LT 4.9 0.3 0.7 0.5 1.3 1.2 0.1 11 0.3 3.2 LT
LU 3.8 -0.1 0.7 0.1 1.0 1.0 0.3 21 0.3 21 LU
HU 4.9 0.2 1.1 0.3 1.6 0.8 0.1 0.6 0.1 1.0 HU
MT 5.4 0.8 2.9 1.0 3.6 0.7 0.1 0.9 0.3 3.2 MT
NL 7.0 0.5 1.0 0.7 15 3.8 0.6 4.1 0.6 4.1 NL
AT 7.4 0.5 1.6 0.8 2.2 1.6 0.2 1.2 0.3 2.3 AT
PL 4.9 0.4 1.9 0.7 2.6 0.7 0.1 1.0 0.2 1.9 PL
PT 7.2 -0.4 11 -04 1.6 0.3 0.0 0.3 0.1 1.0 PT
RO 3.7 0.0 1.0 0.2 1.4 0.6 0.1 11 0.1 15 RO
Sl 6.1 0.3 11 0.5 17 14 0.3 1.6 0.3 1.6 Sl
SK 6.2 0.6 21 0.9 3.0 0.3 0.0 0.4 0.1 1.9 SK
Fl 6.0 0.4 1.0 0.6 15 25 0.6 2.6 0.6 29 Fl
SE 7.5 0.2 0.7 0.4 1.2 3.9 0.2 25 0.2 25 SE
UK 7.2 0.3 11 0.5 1.8 2.0 0.2 0.7 0.2 0.7 UK
EU27 7.1 0.3 11 0.5 17 18 0.2 15 0.3 1.7 EU27

Source: Commission services, EPC. EPC/EC 2012 Ageing Report.

Notes: * Compared to the definition of public expenditure on health used in the previous graphs, the variable
public spending on health care used here is that used in the EPC/EC 2012 Ageing Report and is a more restricted
version of public expenditure on health for it excludes "Expenditure on long-term nursing care". The definition
of public expenditure on long-term care is the sum of "Expenditure on long-term nursing care" plus "expenditure
on socia services of long-term care". Expenditure projections for Croatia will become available in the 2015
Ageing Report.

A key objective in the EU is to ensure sustainability of the public finances, including in a long-
term perspective. Fiscal sustainability refers to the ability to continue now and in the future
current policies (with no changes regarding public services and taxation) without causing
public debt to rise continuously as a share of GDP. This approach for assessing fiscal
sustainability can point to the scale and the scope of the medium-term and long-term
sustainability challenges based on appropriate indicators, respectively the S1 and S2
indicators.!* Table 2 indicates the size of the fiscal gaps and additionally the contribution to the

n For details about the sustainability indicators, see the thematic fiche on public finance sustainability and

Chapter 1 in European Commission (DG ECFIN), 2012, "Fiscal Sustainability Report 2012", European
Economy, No. 8/2012, EC, Brussels.



gaps from projected expenditure trends in health care and long-term care. Countries that have
relatively high fiscal gaps and where the contribution from either the area of health care or
long-term care is relatively high face the largest challenges.*?

Table 2: Fiscal sustainability indicatorsand contributions from health and long-term care

Sustainability Contribution to S1 Sustainability Contribution to S2
indicator (S1) Health | Long-term indicator (S2) Health | Long-term
care care care care
BE 4.9 0.1 0.3 6.7 0.3 1.9 BE
BG -2.3 0.2 0.0 1.5 0.3 0.2 BG
(074 2.2 0.3 0.1 6.2 11 0.4 (074
DK -2.3 0.3 0.5 2.0 0.7 2.6 DK
DE -05 0.4 0.1 15 0.9 0.1 DE
EE -3.1 0.2 0.0 14 0.7 0.2 EE
IE 3.3 0.3 0.1 21 11 12 IE
ES 6.3 0.3 0.0 5.6 1.2 0.4 ES
FR 2.6 0.3 -0.1 2.0 1.0 -0.1 FR
HR 5.2 0.2 0.0 4.9 2.1 0.0 HR
m 1.7 0.2 0.1 -1.7 0.6 0.6 m
LV -3.1 0.1 0.0 -0.5 0.4 0.2 LV
LT 0.0 0.1 0.1 51 0.4 0.7 LT
LU 1.6 0.1 0.2 11.0 0.7 15 LU
HU -0.8 0.2 0.1 0.3 0.7 0.3 HU
MmT 3.9 0.6 0.2 7.3 1.8 0.6 MmT
NL 2.1 0.4 0.5 6.0 0.7 2.7 NL
AT 2.0 0.4 0.2 3.6 11 0.8 AT
PL 0.7 0.4 0.1 2.7 15 0.5 PL
RO -0.7 0.1 0.1 4.2 0.7 0.6 RO
Sl 3.2 0.3 0.2 6.9 0.8 1.0 Sl
SK 1.2 0.5 0.0 54 2.0 0.2 SK
Fl 2.7 0.3 0.5 6.9 0.7 1.9 FI
SE 21 0.2 0.4 3.0 0.5 1.9 SE
UK 4.9 0.2 0.1 5.2 0.8 0.5 UK

Source: 2012 Ageing Report, Fiscal Sustainability Report 2012, Commission services.

12 The sustainability indicators and projections of age-related expenditure in this table are calculated on

the basis of the AWG reference scenario from the 2012 Ageing Report. Presented figures are updated according
to the latest available data. Projections of age-related expenditure for BE, DK, HU and NL include the macro-
economic impact of pension reforms implemented after the release of the 2012 Ageing Report, following peer
reviews and endorsements of the new projections by the EPC. Cyprus, Greece, Ireland and Portugal are
implementing adjustment programmes monitored by the EU, the IMF and the ECB. The macroeconomic and
budgetary prospects for these 'programme’ countries are assessed more frequently than for the other Member
States. The time horizon covered by the forecasts for these countriesis also different than for the other Member
States and assume full implementation of the adjustment programme. They are therefore not included here.



The need to increase efficiency and cost-effectiveness of health care systems

Against a background of rising demand and constrained resources, providing universal
access to high quality care, while ensuring sustainability of health systems, requires
increased efficiency and cost-effectiveness in health spending. Member States should
identify cost-effective ways to deliver care, in order to allow the achievement of better health
outcomes with more rational absorption of resources. Particular attention has to be paid in
avoiding short-term savings which will lead to high costs in the mid to long-term.

Looking at large differences in healthy life expectancy can be observed across Member
States. In fact, if the Member States which are performing below the average could increase
their healthy life expectancy to the level of the present average score, this would result in an
overall improvement of 1,5 Healthy Life Years at European level.

Figure 7: Healthy ageing
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Healthy Life Years at birth by gender, 2012 - Source: Eurostat

A large number of studies in the literature have looked at the relation between the cost of
health care inputs (proxied by per capita expenditure on health) and health outcomes
(including life expectancy, healthy life expectancy, patient satisfaction, and health status
inequalities across population groups). Literature shows that higher public expenditure on
health may go together with better health but most countries could further improve their
health outcomes with the resources they currently spend on the health sector. Indeed,
countries vary significantly in their ability to translate a similar level of per capita expenditures
into health. This suggests substantial room for improvement (i.e. efficiency gains) in many
countries.

These analyses may be further improved by taking into consideration intrinsic differences in
population conditions impacting the demand for healthcare (e.g. demographic structure,
nutritional habits, smoking and alcohol consumption patterns, physical activity, etc.), as well
as developing health outcome indicators which better reflect the overall goals of the health
system (e.g. lifelong quality of life and avoidable mortality) and building a deeper
understanding on how specific health policies impact them.

Based on a careful analysis of available studies and databases, possible shortcomings and
potential areas for improvement, notably in terms of lower costs (savings) and improved cost-
effectiveness (better health with same costs) in the healthcare sector can be identified. For

9



this purpose, available data covering the main dimensions of public expenditure on
healthcare, as well as covering different aspects of efficiency and cost-effectiveness can be
used. Further, pointing out the specific areas, where improvements can be expected,
requires extensive information and analyses of country-specific features of healthcare
systems, in particular as the delimitation of these areas may vary across countries.

Based on such an assessment, particular challenges with respect to health system
performance can be identified in the areas of hospital care, ambulatory care and
pharmaceutical spending.

e Hospital care - Hospital care accounts for roughly 42% of public expenditure on health
the EU. Due to the intensity of care provided, hospital care tends to be more expensive
than other forms of care such as ambulatory care. A common problem in many EU
Member States is that their health care systems tend to be centred on hospital care,
creating excessive costs. In some cases, these could be reduced by moving care away
from the hospital to the ambulatory care sector and notably primary health care. In other
cases, changing the way care is organised within hospitals, by increasing day care
(discharge without staying overnight) instead of inpatient care, may increase the cost-
effectiveness of the provision of health services. Clear forward looking capacity planning
is a precondition needed to tap into the potential for savings.

e Ambulatory care - Ambulatory care, including primary care, accounts for 25% of public
expenditure on health in the EU. If countries wish to encourage the use of primary care
as a mean to ensure cost-effective provision of services, then measures have to be
implemented to guarantee sufficient numbers and good geographic distribution of trained
and practising primary care physicians and nurses.

e Pharmaceuticals - Pharmaceuticals include medicinal preparations, branded and
generic medicines, patent medicines, serums and vaccines, vitamins and minerals and
oral contraceptives. Policy makers are growing more aware that, by regulating
pharmaceutical markets correctly, savings can be achieved without compromising the
quality of care.

To sum up, there seems to be substantial room for improvement in various areas of
healthcare provision in many countries in order to enhance the cost-effectiveness of the
systems and guarantee financially sustainable access to good quality care for current and
future generations.
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