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Preface

Dear readers,




Health policy in times of crisis





At the time of writing (fall 2009), the global economy is beginning to pull out of a recession unprecedented in the post-World War II era, but the recovery is expected to be slow, according to the IMF World Economic Outlook update (October 2009). Health Policy Developments 13 addresses this issue-showing the challenge that the crisis means for some health systems, but also asking to what extend it might provide opportunities for reform. An analysis of the implications of the current crisis for health policy has to take into account the effects on currency movements as well as on the prices of health-related goods and services. Furthermore, all health systems are facing declining budgets-be it because of a drop in tax revenue or because of rising unemployment.


Cutting or expanding the budget?







Looking at responses to the crisis from our network countries, two main patterns emerge. Some countries have reduced their healthcare budgets. In Estonia, the government enacted dramatic cuts to the budget for the National Health Insurance Fund. In other countries, such as Austria or the United States, the crisis has exacerbated homegrown, decades-old problems, to which each government has responded with plans to boost public expenditure. In Austria, where rising unemployment is threatening to curb sickness funds revenues, the government is moving to create a new structural health fund endowed with tax money. In the U.S., President Obama has taken on the fight against financial disaster as a way of pushing solutions to the long-standing healthcare crisis. The nation’s recovery act, passed in February, 2009, included a substantial federal pledge toward investments in health IT and  comparative effectiveness research. Against fierce opposition, the Obama administration keeps on fighting for universal health insurance coverage.




Balancing competition and regulation





In spite of a current wariness when it comes to market mechanisms: One of the key assumptions of the contemporary health policy debate is that more competition between providers and insurers and more choice for informed consumers will help produce a system where resources are used more efficiently. The challenge is a huge one: As governments seek to enhance market mechanisms in health systems, regulation to successfully facilitate those changes becomes more complex. Chapter 2 shows how countries with health systems as diverse as Germany and the Netherlands on one end, and Singapore and the U.S. on the other, address this venture.




Evaluation and its consequences





Looking back can be ever so boring. But can we do without it in health care, while trying to improve patient safety and bring the best available care to individuals and populations? In medicine, very fortunately, the evidence-based approach is constantly gaining ground, with tools like Health Technology Assessment and comparative effectiveness research spreading from one country to another. At the same time, awareness has been growing that health system outcomes could be improved if policy decisions were also based on the best possible evidence. But while evaluating the effects of past reforms can no doubt inform reforms of the present, retrospective policy analysis is rarely done. And when we do take the time to understand the impact of policy change on the health system, we often do it very poorly indeed. Chapter 3 depicts examples of evaluations from six countries-some successful, some less so-and their respective consequences.




Hospital care, prevention and health inequalities





Furthermore, we provide insights from other major health policy areas-insights that matter even more in times of crisis than in times of economic growth. How can hospital care be coordinated with other sectors in the most efficient and patient-oriented way? Can we turn around unhealthy lifestyles in industrialized nations-poor diets, physical inactivity, substance abuse-to prevent as much morbidity and mortality as possible? How can we transform the rising concern with health inequalities into effective action? Chapters 4, 5, and 6 provide some answers to these questions.




Reporting period autumn 2008 to spring 2009





The sources of information for this book were the expert reports of the International Network for Health Policy & Reform and other materials cited at the end of each chapter. The current volume presents the results of the thirteenth half-yearly survey which covers the period from October 2008 to April 2009.

Our thanks go to all experts from the partner institutions and their various co-authors: Ain Aaviksoo, Gerard Anderson, Toni Ashton, Miriam Blümel, Jean-Luc Brami, Chantal Cases, Terkel Christiansen, Elena Conis, S. Fleishman, Margalit Goldfracht, Revital Gross, Marion Haas, Maria M. Hofmarcher, Jessica Holzer, Nathan Kahan, C. Key, Eliezer Kitai, Iwona Kowalska, Soonman Kwon, Siret Läänelaid, Niki Liberman, Lim Meng Kin, Véronique Lucas, Hans Maarse, Margaret MacAdam, Allon Margalit, Eran Matz, Kjeld Møller Pedersen, Diana Ognyanova, Adam Oliver, Zeynep Or, Tanaz Petigara, Laura Schang, Jytte Seested Nielsen, Tim Tenbensel, Daniel Vardy, Lauri Vuorenkoski, and O. Yakobson.




Looking back, looking forward





Having started in 2003 as a rather small brochure, our book series Health Policy Developments over the years has developed into a full-scale half-yearly publication. Twice a year we have provided you with health policy updates and analyses from 20 industrialized countries around the globe. Covering all major health policy issues, we not only brought to you the most recent news from Austria to New Zealand. With topical introductions, we have also aimed to put this news into perspective, offering a broader and deeper view, as well as useful background information on worldwide developments. We owe great thanks to Ray Moynihan, Australia, who with his vast experience as a health writer and journalist has authored and enormously enriched the last issues of our series.




Book series to end...





We thank you for your attention and hope that reading our books has been as informative and inspiring for you as producing these books has been for us. However, after six years we have decided to go new ways in communicating the key findings from the International Network Health Policy & Reform. We will take some time to work out how to build on the strengths of our books and explore new communication channels. Soon, we will provide you with a new source of information on health policy developments in industrialized countries. If you want to let us know your  thoughts or ideas on what would be most valuable to you, we’d be happy to receive your comments.




... yet the Health Policy Network is alive and well





The half-yearly reporting of the International Network Health Policy & Reform will of course be continued. Over the last seven years, we have successfully occupied a niche between health economics and public health, by closely monitoring the politics of health policy, windows of opportunity for reform, moving policy targets and shifting alliances in search of better care (or higher profits). Interest in our international and political angle of analysis has grown steadily, and we have all but good reasons to stay in our not-so-little niche.

As in the past, our Web site, the HealthPolicyMonitor (www.hpm.org), will provide you with free access to all half-yearly reports as well as other publications and information produced by our project. We will keep on informing you about the results of our work at conferences and meetings, international, regional or domestic, and we are available for presentations, interviews and networking, glad to join your event and inform your policy debates.

 



For now, we hope you enjoy the read and as always look forward to receiving your feedback and suggestions.

 



Kerstin Blum, Reinhard Busse, Sophia Schlette






Crisis or opportunity? Health policy and the financial downturn


Precisely as the need for state surveillance grew,
 the needed supervision shrank.
 There was, as a result, a disaster waiting to happen...


Nobel Prize Winner Amartya Sen,
 March 2009




A disaster waiting to happen





The disaster did of course happen. The global financial crisis that erupted in the United States housing mortgage market in September 2008 wiped trillions of dollars from the value of global assets within months, caused millions of people to lose their jobs and many more millions around the world to join the ranks of the working poor. Advanced economies experienced an “unprecedented” 7.5 percent decline in real GDP during the last quarter of 2008. Output is expected to decline in 2009 in countries representing three-quarters of the global economy (IMF 2009a). And although the global economy in October 2009 seems to be pulling out of this recession unprecedented in the post-World War II era, the recovery is expected to be slow (IMF 2009b). The combination of falling public revenues and rising public expenditure on rescue and recovery packages has further compounded the crisis. In many countries, collapsing currency values and rapid price increases are only exacerbating the problems that peoples and their governments are facing.




Crisis will have mixed effects on health





A preliminary review of evidence on the link between recessions and health presented in April 2009 suggests that in high-income countries, major health indicators such as all-cause mortality and life expectancy are unlikely to be negatively affected, and may even improve (Suhrcke and Stuckler 2009). However, the segments of the population hardest hit-notably those losing their jobs-will likely suffer health impacts in absolute and relative terms, compared to those who are wealthier. While these estimates suggesting a mixed picture are preliminary and tentative, they are echoed by other analysts as well. Writing about the potential impact of the crisis on health in the BMJ, Michael Marmot  and Ruth Bell point to studies suggesting unemployed people have mortality rates 20 to 25 percent higher than other people in equivalent socio-economic groups (Marmot and Bell 2009). Interestingly, as many industries shed labor, the health sector is one area where employment prospects may remain stable, with many western European countries experiencing job growth in this sector in 2008 (WHO 2009).




Falling currency, rising costs





Any analysis of the implications of the current crisis for health policy also has to take into account the effects on currency movements and related impacts on the prices of health-related commodities. Since September 2008, according to the International Monetary Fund, the U.S. dollar, the euro, and the yen have all strengthened in real terms, and the Chinese currencies pegged to the dollar have also appreciated. At the same time “most other emerging economy currencies have weakened sharply” (IMF 2009a). Between summer 2008 and spring 2009, the Polish currency had lost more than a third of its value against the euro, while in the Ukraine the currency had lost almost two-thirds of its value against the dollar, and the price of pharmaceuticals there had risen by up to 30 percent (WHO 2009).




Estonia feels the pain





Like many other Central and Eastern European countries, the Baltic states are facing a “significant deterioration” of their fiscal balance sheets (WHO 2009), and Estonia is expecting a drop in GDP in 2009 of 10 to 15 percent (see report on Estonia, p. 20). This comes after an extended period of quite rapid growth in some of these nations, including an average real GDP growth rate of 8.2 percent per annum in Estonia between 2000 and 2007 (Statistics Estonia 2009). Responding to the crisis, the Estonian government is introducing a range of changes to try and balance its budget. They include dramatic cuts to the budget for the National Health Insurance Fund, whose revenues are already seriously threatened by the collapse in salaries within the private sector-social taxes on salaries make up the bulk of health expenditures in Estonia. Other unpopular measures include tax increases on pharmaceuticals, increases in workloads for some clinical staff without commensurate increases in pay, and increases in the number of unpaid sick days for all Estonians.

As in many other countries, in Austria the crisis is causing a massive rise in unemployment and a dramatic drop in the nation’s  GDP, which is expected to contract by 2.7 percent in 2009 (see report on Austria, p. 23). Like Estonia and other nations with some form of social health insurance systems, a key consequence of this big fall in employment will be a drop in contributions to the revenues of sickness funds in Austria. In 2008, sickness funds in Austria reported an accumulated deficit of € 1.2 billion-corresponding to about 8.5 percent of the annual sick fund budget-with another large addition to that deficit expected in 2009. Responding to both the historic problem of the sickness fund deficits and the current financial crisis, the Austrian government is moving to create a new structural fund endowed with tax money and write new laws to link payments to efficiencies, cost containment and a range of other health reforms.




Austria: bigger government role in health insurance market








Weak regulation a key cause





The leaders’ communiqué released after the G20 meeting in April stated: “Major failures in the financial sector and in financial regulation and supervision were fundamental causes of the crisis” (G20 2009). In its World Outlook released the same month, the IMF also described policy failures that were at the root of the market failure that led to the current crisis. “Financial regulation was not equipped to address the risk concentrations and flawed incentives behind the financial innovations boom” (IMF 2009a). The task now with respect to financial policies, said the IMF, was to “broaden the perimeter of regulation...”. Likewise the G20 leaders called for a stronger “supervisory and regulatory framework” from governments. Whether this new mood for regulation in the financial sector will impact debates about the nature of healthcare systems will be a fascinating feature of the coming times.




Health is socially determined





At exactly the same time as the crisis has exposed “market failure” and legitimized calls for stricter regulation in the financial world, health policy debates are increasingly acknowledging the link between wealth and health, with some voices arguing that improving health-for-all requires a paradigmatic shift in economic thinking. In late August 2008, only a matter of days before the financial firestorm finally ignited, the World Health Organization released the report from the Commission on the Social Determinants of Health. The report produced evidence showing that the conditions in which people are born, grow, live, work and age are major determinants of their health (Commission on Social Determinants of Health 2008). Writing in early 2009, the commission’s chair, Michael Marmot argued that the financial crisis would increase that social injustice, with grave consequences for people’s health, particularly in the developing world.




A new economic order?





Stressing the crucial and ongoing role of markets, Marmot criticized what he saw as the unfairness of current global trading arrangements, and an economic growth model causing environmental destruction and obscene inequalities within and between countries. He foreshadowed the need for a “new plan with equity at its heart” and a “new economic order” necessary to achieve a “fair distribution of power, money, and resources” (Marmot and Bell 2009). However, other observers of the complex relationship between health and wealth have responded differently.




No need for “new capitalism”





Reflecting on the nature of the current crisis, former Nobel Prize winner for economics Amartya Sen wrote that in his view the times did not call for a “new capitalism,” but rather for a new understanding of older ideas about the economic system, including seminal ideas associated with Adam Smith (Sen 2009). He pointed out that contrary to common perceptions, while Smith valued “prudence” as the virtue most useful to the individual, Smith wrote that “humanity, justice, generosity, and public spirit are the qualities most useful to others.” Moreover, Sen asserted, Smith’s legacy had been distorted by those championing unfettered capitalism. In concluding a long essay on the crisis published in March 2009, Sen argued not for a new economic order, but rather for a more “clearheaded perception” of how the institutions of states and markets can both contribute to producing a more decent economic world.




Opportunity for fixing the U.S. health system





As a key example of the needed transformation towards a more decent world, Sen points specifically to health systems and the necessity of universal health insurance coverage (Sen 2009). He describes the failure of the United States market mechanism to deliver health for all as “flagrant” and argues that China’s abolition of universal coverage in 1979 was associated with a sharp halt in progress on health status there. He contrasts the situation in China with the Indian state of Kerala, which in recent decades has continued affordable state-guaranteed health care for all and has since overtaken China in indicators including life expectancy and infant mortality. While noting that policy makers in both  China and the United States are trying to rectify their nation’s respective lack of universal coverage, “the rectifications have far to go, but they should be central elements in tackling the economic crisis...”




US fighting financial and health crises





As it turns out, the government in the United States has been forced into simultaneously facing up to the financial disaster and its long term structural healthcare crisis. And President Obama and his Democratic colleagues in Congress have in some ways used the fight against financial disaster as a way of helping to push through solutions to that healthcare crisis. A month after Sen’s article, the powerful Senate Finance Committee released a series of papers describing different health policy options for expanding insurance coverage, transforming delivery systems and financing comprehensive reform (Senate Finance Committee 2009a-c). Part of a much broader debate underway, the papers demonstrate that United States policy makers are under no illusions about the depth and breadth of the crisis in their healthcare system, and the urgent need for fundamental reform. “It has become increasingly evident that the way health care is paid for in our system does not always encourage the right care, at the right time, for each and every patient. Today’s payment system more often rewards providers for the quantity of care delivered, rather than the quality...” (Senate Finance Committee 2009a).




U.S. set to spend 20 percent of GDP on health





The finance committee options papers note that the United States is already spending around 17 percent of GDP on health care, with credible predictions it will rise to 20 percent within the coming decade. Yet 46 million people are uninsured, another 25 million underinsured, and the nation “ranks low in many areas of quality” (Senate Finance Committee 2009a). In short, almost one in five dollars in the economy is being spent on health care in a nation where more than one in five people are still not adequately insured.




Health reforms part of U.S. recovery package





The reforms that are being floated and debated by the Senate finance committee and others come on top of major health system reforms included in the nation’s recovery act, passed in February (see report on the U.S., p. 26). Those reforms enact a number of pre-financial crisis commitments to improving quality and moving to universal coverage that flow from the presidential campaign of Barack Obama and his Democratic allies. In the area of  information technology, the recovery act included over US $19 billion for supporting the expansion of health information technology. This reform includes generous incentives to providers, who could earn up to US $18,000 in the first year of implementing new systems, and many states are already gearing up to apply for demonstration grants available under the reform (Commonwealth Fund 2009).




Comparative effectiveness research





A highly controversial reform also included within the stimulus act involves expanding comparative effectiveness research to try to find out what works and what doesn’t in health care. Though many players express strong support, drug and device manufacturers are wary about the impacts of this reform on markets for their products. The details of the reform include the creation of a council to foster research and an allocation of more than US $1 billion to various healthcare agencies to expand this research, which could potentially see ineffective or harmful treatments de-funded. While not novel internationally, this rational approach to evaluation is a relative newcomer to the United States health system and has been sharply opposed by some conservative voices in the media.




Finally universal coverage?





Perhaps the most dramatic development in health policy in the United States has been the return of universal health coverage to the mainstream of political debate (see report on the U.S., p. 29). That the U.S. is facing the most serious economic crisis since the Great Depression has given an additional argument to the Democrats’ push for healthcare reform: “Making sure every American has access to high quality health care is one of the most important challenges of our time. [...] A moral imperative by any measure, a better system is also essential to rebuilding our economy” (Organizing for America). With commitments from the incoming Obama administration to achieve universal coverage, there is a strong sense of urgency within the United States congress to create major healthcare reform in 2009.




Public option- blessing or curse?





Three proposals for health insurance reform have been put on the table for debate during the summer of 2009. Academic advisers and some left-leaning Democrats are strong advocates of extending existing public programs like Medicare to cover the whole population. Another proposal, also voiced by the political left, is to introduce a government-run insurance plan to induce  competition between private and public insurance plans. The expectation of proponents of such a public plan is that government, with its market power, could negotiate lower fees with providers, drive down prices overall and thus rein in healthcare costs in the long run. Moderate Democrats, however, support an insurance exchange similar to Massachusetts, where private insurance companies-closely regulated by the state-have to accept every applicant without considering health risks (“guaranteed issue”). This third option appears to be the most promising when it comes to devising a bipartisan compromise. In any case, the call for a public option, however designed, has taken an ugly note over the summer, and contributed to polarizing the debate on both sides of the political spectrum.




Public option is fading





In mid-September, the Senate Finance Committee finally presented a long-expected draft law that sets the tone for all further debate among Democrats and Republicans who are willing to discuss health reform at all. Senator Baucus’ draft plans to introduce mandatory insurance for a basic package with a market of regulated competition among private insurers. The public option- which some observers say has been a bargaining chip meant to get Republicans to discuss mandatory insurance-is no longer part of the deal. Still, as a reaction to the economic crisis and to appease concerns of the political left, Medicaid is to be expanded.




The myth of a “private system”





While the United States system is often seen as largely market-based in fact roughly 50 percent of total health expenditure already flows through the public sector, via government programs like Medicare and Medicaid, the Veterans administration, and tax subsidies for expensive insurance policies. Concurrent with debates about how to finance an expansion toward universal coverage are debates about how to contain costs, expected to grow by more than 5 percent this year, at a time when GDP is predicted to contract.




Does the crisis affect health policy?





At time of writing, the full extent and impact of the global financial crisis are unclear, and the consequences for health policy reforms uncertain. What is certain is that different nations are reacting differently. Two main patterns emerge: Estonia-along with other countries mainly in Central and Eastern Europe, such as Hungary, Latvia, Lithuania and Romania (WHO 2009: 8)-is reducing the size of its healthcare budget (or increase copayments as in Croatia or Latvia [WHO 2009: 9]), while in others,  such as Austria and the United States, the crisis has augmented an historic problem, and the governments in both countries-as well as others such as Germany-are planning to boost public expenditure, or have already pledged it in form of a reserve. Both camps are in search of a balanced budget, with the ability to put in extra money and the time horizon taken into consideration clearly varying. It remains to be seen which path the majority of countries will take-and which strategy is more successful economically and in terms of public health.

Moreover, in the United States the crisis has coincided with the arrival of a new president and a new Congress, apparently determined to try to fix fundamental problems in the healthcare system, in part by relying on the popular momentum generated by the gigantic recovery effort. Meanwhile, high-level international meetings of policy makers are taking place to specifically look at the consequences of the crisis for health systems and produce recommendations for ameliorating its adverse effects.

In survey round 14 of the HealthPolicyMonitor in October 2009, a number of network partners have again reported on effects of the economic crisis on their country’s healthcare system and political reactions. All reports are accessible at www.hpm.org.


Sources and further reading:
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