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Health insurance and public health protection, briefly called healthcare, are an
essential component of the social policy of European countries. From the point of
view of organizational and financial features, two main models of healthcare can be
distinguished: insurance and budgetary. However, due to the fact that over time, each
state was forced to improve the existing system, in no country these models are
presented in their pure form.

The main source of healthcare financing in most countries is contributions to
compulsory health insurance (hereinafter referred to as compulsory medical
insurance), paid on a parity basis by employers and employees. The deficit of
compulsory and private health insurance funds is covered by government loans (for
example, in Belgium).

Funds received from voluntary health insurance (hereinafter referred to as VHI)
at the expense of employers or from citizens’ own funds are also allocated to finance
healthcare. VHI is most widespread in European countries such as Germany and the
Netherlands.

In many states, payment for medical services and medications can also be made
from the patients’ personal funds. This is due to the fact that health insurance does
not always cover all costs of medical care. The structure of patients’ out-of-pocket
expenses for co-financing healthcare is not uniform. Thus, their fairly high share in
countries such as Italy and Greece is explained by the prevalence of individual co-
payments by citizens for the purchase of medicines and payment for medical services,
and in Germany, France and Belgium the bulk of expenses are accumulated in the
funds of medical insurance companies providing services within the framework of
VHI . This is due to the developed VHI market, the large number of private insurance
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companies competing with each other, as well as the stability of the financial market,
which allows medical insurance companies to carry out successful investment
activities.

A model (system) of budgetary financing of health care exists in European
countries such as Great Britain, Sweden, Denmark, Ireland and Italy. Its conceptual
foundations were laid in the report of the English economist W.Beveridge, presented
to the British government in 1942. The main characteristics of this model are:

« universal coverage of the population with health services;

« financing from the state budget;

* control by parliament and management of government bodies.

In the process of implementing this model, this concept was called the “National
Health Services Program”, since the main provider of services and the only “insurer”
in such systems is the state. In this model, two forms of healthcare financing are
possible:

* through government funds, the resources of which are used to finance medical
Institutions;

» direct financing of medical institutions, bypassing state funds.

In most countries with a fiscal health financing model, the responsibility for
setting public health policies and ensuring access to health care rests with ministries
of health. An example is the organization of the health system in England, where the
financing and delivery of health services is entrusted to the National Health Service
and its local branches.

In budgetary models of health care, the functions of the central government and
local health authorities are usually clearly delineated. The division of responsibility
for the provision of medical care lies in the fact that general issues of health care
development are resolved by central government bodies, and the organization and
planning of the activities of local medical institutions are under the jurisdiction of
local authorities. The fundamental feature of the budgetary model of financing
healthcare is equal access to medical care for all citizens of the country. This
circumstance prevents the formation of social inequality in the sphere of population’s
access to health services.

The budget model of healthcare, in contrast to insurance systems, is
characterized by greater efficiency, which is manifested in a lower level of
administrative costs. This is due to the fact that the state can restrain the growth of
health care costs using macroeconomic levers. In addition, with budgetary health care
financing, the incentives to contain costs and the ability to do so are combined in one
governing body, which allows for savings and avoids duplication of functions.
Therefore, budgetary healthcare models tend to cost society less than insurance ones.
The flip side of state control over the state of health care is the political costs for the
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authorities in the form of increased public discontent and criticism from health care
providers. Therefore, the expenditure allocated to the public health system often
depends on political priorities.

The English health care system is a typical budget model. It is a system of public
health financing with highly centralized funds and a limited role for local financing.
Its key principle is to ensure accessibility of medical services for the entire population
of the country. Health care in England is financed from the state budget and partly
from part of the social tax paid by employees and employers. It is believed that the
English health care system was formed under the influence of ideas first embodied in
the USSR state health care system, created in the 1920—1930s. with the participation
of academician N.A. Semashko. The principles of organizing and financing
healthcare in the USSR had a significant impact on the development of healthcare not
only in England, but also in other countries. However, in contrast to foreign
budgetary healthcare systems (most of which were formed several decades later than
the Soviet one), the USSR healthcare system was characterized by the dominant role
of the state in the organization of healthcare and excessive centralization of
management. In addition, doctors and administrative staff of medical institutions in
the Soviet healthcare model often had less rights in organizing their activities, and the
system itself was not accountable to the population. However, it should be noted that
in England, taxpayers do not always have information about the expenditure of funds
allocated for healthcare, and the system itself does not have clear criteria for
determining the quality of medical services provided. In most countries, public health
care consists of both a system of voluntary health insurance and an extensive sector
of medical services paid for out of the personal funds of citizens. In the USSR and
other socialist countries, along with the state health care system, there was a small
sector of private services (for example, dentures).

The experience of functioning of budgetary healthcare systems has shown that
over the course of more than 60 years of their existence, they have proven to be quite
effective in a number of indicators, providing the population with relatively
inexpensive and high-quality medical services. Thus, in England, only 12% of the
country’s residents use the services of VHI, which finances certain specific surgical
operations, dental and ophthalmological services. The main factor that determines the
demand for VHI services in the UK is the need for a long wait in public health care
institutions. However, as some authors note, “evidence on the relationship between
the length of the waiting list for treatment and voluntary health insurance is not
entirely convincing, since the waiting lists are becoming longer and the level of
coverage of the population with voluntary health insurance has decreased. One of the
possible reasons for this decline is the extreme high cost of insurance premiums, the
growth of which constantly outpaces the rate of inflation”.
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Most health care services are provided within the public health system. The
exception is dental care, most of the cost of which (about 80%) is paid by the patient
himself. Despite this, patient cost-sharing in the UK is lower than in European
countries such as France or Italy, where this form of cost-sharing is more common. In
England, pregnant women, children, recipients of state social assistance and
unemployment benefits, patients with chronic diseases, pensioners and war veterans
are exempt from additional payments for medical care. Despite the smaller share of
funds spent on healthcare in the structure of GDP in the UK compared to other
OECD countries (9.7% in 2016), the country’s healthcare performance is far from the
worst, and in a number of indicators it is superior to a number of European ones
countries

Despite the positive qualities characteristic of the budget model, it should be
noted that it has disadvantages that lead to a decrease in the quality of medical care
provided and a complication of control over the activities of medical institutions by
patients. A monopoly in healthcare contributes to the emergence of a costly
mechanism for spending taxpayers’ funds without significantly improving the quality
characteristics of the population’s health. Monopolization in the industry is causing a
growing shortage of medical services, in particular long waits for certain types of
medical care (for example, outpatient care). The latter factor may also be an indicator
of underfunding of the industry.

Since health care management is carried out by government agencies and
professional health workers who have the status of civil servants, the budget model is
characterized by excessive bureaucratization and authoritarian management. The
predominance of state ownership in the healthcare sector also leads to restrictions on
the free market for medical services.

Despite the wide coverage of the population with medical services, the budget
model is characterized by inequality in the distribution of medical care; only certain
types of services are paid for, for example, prescriptions and preventive
examinations.

In general, all budget systems are subject to constant pressure from health care
providers to increase private funding and increase the share of service user charges,
regardless of the availability of private insurance. Budget models are especially
sensitive to such pressure in times of financial crises. It is typical for budgetary
systems that doctors practicing in the public and private sectors can manipulate
waiting periods for services in order to encourage patients to make private payments.

Increased private payments may lead to worse access to public health services.
The large incomes that doctors working in private clinics receive encourage them to
limit the time they see patients and underwork in the public sector. Of course, private
payments help redistribute access to treatment when supply is insufficient, but in a
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health care model financed primarily by tax dollars, any form of private out-of-pocket
payment is a way of acquiring privileged access to a service, much of which is paid
for primarily by someone else’s taxes. Finally, the disadvantages of the budget model
include its great dependence on changing political priorities.
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