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Abstract

The objective of this research i1s to provide a comprehensive assessment of income-
related equity in health and health care in Hungary and to explore the value of using a
quality of life instrument, the EQ-5D, in this application. Cross-sectional analyses were
performed based on data from post-transitional period, covering the years of 1999-2000,
including the Hungarian Household Budget Panel Survey, Informal Payment Survey, and
the National Health Monitoring Survey. The concentration index method was applied for
the measurement of income-related inequity in health and health care. The overall
Kakwani index for the health care finance system was —0.0181 indicating a slightly
regressive overall structure. The regressive impact of direct, indirect general taxes, and
the fixed component of health insurance contributions was almost fully offset by the
slightly progressive income-related social insurance contribution component and the
highly progressive income taxation. Important income-related inequalities exist in the
health status of Hungarians. The relationship between income and health is revealed by
the negative values of the 1ll-health concentration index, which was -0.2128 for the EQ-
5Dindex. The decomposition has revealed that problems with pain/discomfort are the
principal contributor to income-related health inequalities in Hungary. Thirty-nine
percent of inequality can be explained by this dimension alone. This finding has a major
implication for health policy-making by highlighting the potential role of pain
management programmes. Health inequity index for GP and inpatient care show that
people in lower income groups use proportionally more health care of these types of
services than would be predicted by their health status. On the other hand, positive values
of the HI index for outpatient specialist and dental care indicate inequity favouring the
rich. A significant part of income-related inequity in delivery of care turns out not to be
directly linked to income but to other social, economic and geographical characteristics

that are, however, associated with income level.
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PART 1. MOTIVATION

Chapter 1

Motivation and introduction

While the improvement of the overall level of health of the population continues to be a

high prionty, there is an increasing concern about the distribution of health within the

population and the fairness of health care systems.

Extensive empirical evidence has been accumulated that mortality and morbidity are not
randomly distnibuted among the population but systematic differences exist between
socioeconomic groups and geographic areas. The clear relationship between
socloeconomic status and health have become a continuous concern among public health
researchers and policy-makers, and has been discussed in a number of publications,
government reports, and textbooks (for example, Evans 2002; Mackenbach 2002;
Acheson Report — Independent Inquiry 1998; Wilkinson 1992, 1996, 1997, Mackenbach
et al. 1997; Doorslaer et al 1993; Black Report 1982).

In addition to inequalities in health among the population, a connecting concem 1s the
fairness of health care systems. Equitable health care systems may prevent a widening
gap in health between the least and most advantaged socio-economic groups and help
each individual to fully participate in society. In response to a need to address this
concern, equity has recently become an important aspect of the evaluation of health care
system performance. Wagstaff and van Doorslaer (1993, 2000) played a pioneer role in
exploring and measuring equity charactenstics of health care systems. They argued that
equity of health care systems can be assessed based on at least two main charactenstics:

(a) equity in the finance of health care reflect the extent to which payments towards
health care are related to ability to pay rather than to the use of medical services;
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(b) equity in the delivery of care, on the other hand, reflect the extent to which

individuals 1n equal health needs receive similar treatment regardless of their socio-

economic charactenstics, such as their ability to pay for health care.

In general, this dual interpretation of equity in health care is widely accepted today,

although some debates exist over the details of interpretation and measurement issues.

Despite the rapid increase of studies on the measurement of equity in health and health

care, relatively little attention 1s devoted to addressing the question as to why bother at all
about equity 1n health and health care.

The first part of this chapter discusses the motivation of the thesis in terms of the
continuing concern about equity in health and health care, and the justification to address
inequity. The second part introduces the increasing responsibility of international
organizations over equity in health, and the future challenges they highlight for their
member countries. This is followed by the discussion of the lack of information about the
nature and extent of inequity in health and health care in Hungary, and an explanation for
the need to generate useful data to support health policy makers to promote equity. The
final part summarizes the objectives and the structure of this thesis.

1.1 Why bother about equity in health and health care?

When discussing the various concepts about the need to address equity in health and
health care, it is important to make a distinction between the terms “inequality” and
“equity”. The term “inequality” has a descriptive (or positive) nature and refers to the
magnitude of variations in the population in terms of level of health status, access to
treatments or in terms of contributions paid for health care. “Equity”, on the other hand,
has a normative content and carries a value judgement of what people regard fair.

Accordingly, not all inequalities are necessarily regarded inequitable.

Furthermore, it is important to note that several of the arguments for reducing inequalities

are not purely based on the concept of faimess. Based on empirical findings or logical
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arguments, some researchers argue that reducing inequalities can in fact improve overall

efficiency in health care and society in general.

Approaches to the justification of reducing inequalities do vary to a great extent in terms
of whether they follow a purely moral or a more prudent argument, and whether they are
more philosophically based or empirically driven. The aim of the remainder of this

section 1s to review various approaches to the justification of reducing inequalities in
health and health care.

Alleyne et al (2000) distinguish three major reasons for bothering about inequalities in
health: moral considerations, social instability, and a human capital argument. Other
authors, such as Wall and Owen (1999), build on Wilkinson’s relative income’s thesis in
their justification for reducing health inequalities. A more recent approach is based upon
public choice theory and calls for the collection of evidence on public preferences on

inequality aversion to feed policy decisions (Murray et al. 2000, Dolan 2003).

(a) Moral considerations

Moral arguments about inequalities have in common that, although some rational
reasoning 1s always part of these approaches, they are primarily based on a natural sense
of fairness 1n terms of equality of opportunities. Alleyne et al (2000) build their argument
on Sen’s theoretical approach on essential freedoms and mechanisms through which other
freedoms can be enjoyed. They argue that 1t would not be morally justifiable not to allow
all human beings to enjoy health that enables them to enjoy other freedoms. This
argument is somewhat similar to Rawls’s first principle of justifying the entitlement of
every individual to the so called “primary goods™ that enable them to enjoy the most
extensive basic liberty and equal opportunity of participation in society (Rawls 1973).

Other authors use moral arguments to distinguish 1nequalities that are unfair from those
that are fair. Woodward and Kawachi (2000) argue that inequalities are unfair if poor
health is the consequence of unequal opportunities or unequal distribution of risk factors
within the population. On the other hand, some argue that certain types of inequalities,
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such as giving priority to the young over the old in access to health care based on the

“fair innings” argument are indeed equitable (Williams, 1997).
(b) Rational reasoning about inequality reduction

Social instability. Alleyne et al (2000) highlight that inequalities in health may be a cause
of social instability. Likewise the differences between countries that contribute to the

instability of the world, inequality in health or in access to care can be seen as a threat to
the more favoured ones. People in general do not usually regard health as an achievement

but they regard 1t almost as a right to be as healthy as others and to have access to the

means of being so.

Human capital and its role in tackling poverty. A more pragmatic consideration 1s that
health 1s one of the ingredients of human capital that is essential to other aspects of
development. Unequal access to measures that lead to the formation of human capital
inhibits the reduction in poverty. Improvement of health status and the reduction of health

inequalities are more and more recognized as essential parts of tackling poverty.

Relative income thesis. A somewhat related argument is the relative income thesis
published by Wilkinson (1992, 1996, 1997). Wilkinson observed that in countries with
relatively high socio-economic inequalities (measured along income level) the average
level of health tend to be lower than in those countries with more equal societies. This
hypothesis first seemed to be supported by both international cross-sectional and national
historical data. Furthermore, Kaplan (1996) and Kennedy et al (1996) confirmed the
validity of the relative income thesis based on data from different states of the USA.
However, the relative income thesis has been challenged shortly after 1ts publication.
First, Judge (1995) criticized Wilkinson on the selectivity of the choice of income
inequality measures and countries involved in the analysis. Later, empirical evidence was
provided that the real impact of income inequality on the level of health has been
previously overestimated or the relationship never even existed (Osler er al, 2002;
Shibuya et al., 2002; Sturm and Gresenz, 2002; Muller, 2002).
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“Relative health thesis.” Interestingly, the WHO’s World Health Report’s (WHO, 2000)
ranking of countries based on the measure of overall health inequalities health (measured

by child survival by the age of five) also highly correlated to the ranking of countries
based on average health (measured as disability adjusted life expectancy, DALE).

According to my own calculations, the Spearman’s rank correlation between average
health and health inequalities was 0.912 (p<0.01). This extremely high level of
correlation suggests that smaller inequalities in health are associated with higher level of
average health. However, as the WHO did not take demographic, social and economic
factors into account in the measurement of health inequalities, it is not possible to identify
a direct cause-consequence relationship. If a causal relationship exists then tackling social
inequalities in health (for example, by improving the health of the most disadvantaged
groups) can be associated with a benefit in terms of the overall health of the population.

Empirical evidence on societal preferences about inequity aversion. A yet not widespread
approach of justifying the need to pursue equity in health and health care is surveying
representatives from the public on their preferences regarding equity. Murray et al.
(2000) surveyed a group of members from the general public and another group of
representatives of WHO employees about their views on an equitable health care finance
system. They found that the majonty of respondents preferred a system in which higher
income individuals pay more towards health care than lower income individuals. In
another survey with over a hundred members of the English population, Dolan (2003)
looked at whether people are willing to give up efficiency in terms of overall health in
order to achieve greater equality in health. Indeed, he found that people were willing to
sacrifice a year from average life expectancy to achieve equality between the life
expectancy of social classes. As part of the thesis work, I also collected data on
individuals’ preferences on health inequality aversion in Hungary. As later described in
more details (Chapter 8), a group of public health care workers were asked to express
their preferences between programs that improve overall health and/or reduce inequalities
in health. Indeed, results reflected a view of the median respondent that a sacrifice in
improvements in overall health 1s worthwhile if social inequalities in health can be
reduced. In summary, early evidence suggest that social preferences might reflect a need

to achieve greater equity in health and health care.
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Growing international concern about equity and need for comparative data. As
International concern over equity in health and health care grows, there is a need to
provide empirical data for respective countries. Data on equity in health and health care

can be used 1n comparing and evaluating health care system performance and as input

data for recommendations on new health policy programmes.

While moral and rational arguments towards reducing inequalities in health and health
care are important components of developing policy interventions in individual countries,
the role of the international environment is at least that important factor. Hungary as a
smaller country 1n a transition period is eager to look for well-established models, and the
guidance and approaches represented by international organizations can influence internal
policy development. The following section provides a summary of the role of selected

international organizations in health equity issues.
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1.2 Growing international concern about equity in health and
health care

International organizations have recently gained an expanding role in the analysis and
promotion of equity in health and health care. Depending of their actual role and

objectives, these organizations can play a role in funding research on equity, develop

methods to measure and monitor equity, and provide recommendations to their member

countries on strategies to design and implement policies, so that greater equity in health

and health care can be promoted.

The special importance of intemational organization in promoting equity, as compared to
individual researchers or academics, is that they have more direct influence on
governments of their member countries, who 1n turn have the actual tools to tackle
inequalities. Three organizations, of which Hungary i1s part of, are discussed in this
section: the World Health Organization (WHO); the European Commission (EC)'; and

the Organization for Economic Co-operation and Development (OECD).

1.2.1 The World Health Organization

The World Health Organization has been traditionally concerned for equity in health.
Since the 1980s, this concern has been reflected in a number of WHO publications that
included reference to equity, such as The concepts and principles of equity and health by
Whitehead (1990), Policies and strategies to promote equity in health by Dahlgren and
Whitehead (1992), Measuring socioeconomic inequalities in health by Kunst and
Mackenbach (1994), Health21 - health for all in the 21st century (WHO 1998) and the
recently published World Health Report 2000 (WHO 2000).

! Hungary joins the European Union in May, 2004.
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In the strategy outlined by the WHO’s publication, Health21 - health for all in the 21st
century (1998), target one has been defined as achieving equity in health: “By the year
2000, the differences in health status between countries and between groups within
countries should be reduced by at least 25%, by improving the health of disadvantaged

nations and groups. ”

This statement reflected the view that equity is best interpreted as equality in health
status. Kunst and Machenbach highlighted that “socioeconomic inequalities in health can
be defined as differences in the prevalence or incidence of health problems between
individual people of higher and lower socioeconomic status”. The reason for reducing
Inequalities 1s not only because these inequalities are “unfair” but also because “reducing
the burden of health problems in disadvantaged groups offers great potential for

improving the average health status of the population as a whole

Until the publication of the World Health Report 2000 (WHO 2000), the WHO have not
specifically adapted an official approach how inequalities and reduction in inequalities
should be defined and measured. Kunst and Mackenbach had pointed out though that
there was a great need for standardized measurement tools and more empirical analysis
on equity. They suggested the use of regular monitoring systems based on interview
surveys and registries. They recommended to measure health both 1n terms of mortality
and morbidity and to measure socioeconomic status by three main 1ndicators:
occupational status, education, and income level. To measure morbidity, the
recommended tools included perceived health, disability status and quality of life
measurements. For measuring the association between socioeconomic status and health

status they recommended the use of relative and absolute inequality indices.

An influential and much debated publication of the WHO wath reference to equity was
the annual World Health Report published in 2000. The World Health Report 2000 had
the objective to evaluate and rank the performance of health care systems of its 191
member countries. The report examined goal attainment of the health care system in

relation to health care expenditures per capita. Goal attainment in health care included

five aspects:
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1. Good average health of the population: Life expectancy weighted by level of
disability (Disability Adjusted Life Expectancy, DALE). Disability is calculated

such that years lived with illness count less than 1, and less the more burdensome
the 1llness is.

2. Equity in health: Equality in probability of surviving the first 5 years of life in
children within the overall population.

3. Responsiveness to legitimate non-health expectations in the population: Index
covering respect for patient’s dignity, confidentiality, patients’ autonomy, prompt
attention, quality of amenities, access to social support networks, freedom to
choose provider.

4. Equity in responsiveness. The more subgroups that are treated with less

responsiveness than the majority, and the greater these subgroups are, the lower is

the country’s score on equity in responsiveness.

5. Fairness in financing. Defined as proportionality between a household’s total
expenditure on health care (taxwise and out of pocket) and its permanent income
above subsistence level (defined as total private expenditure plus direct tax

payments minus expenditure on food).

The fact that three of the five aspects of the performance the evaluation system (equity in
health, equity 1n responsiveness, and fairness in financing) included reference to equity
1ssues, gave a clear message about the increasing responsibility of health policy-makers
over equity. Each country was ranked based on performance along the five indicators and
an overall rank was also assigned based on overall performance. Japan was ranked first in
average health, Chile in equity in health, the USA in responsiveness to non-health
expectations, the United Arab Emirates in equity in responsiveness, and Colombia in
faimess in finance. France was indicated as the best health care system based on overall
performace. Hungary was ranked as 62, 40, 62, 58, 105-106 1n the five goal achievement
indicators respectively, and 66™ in overall performance (WHO, 2000).

The World Health Report 2000 prompted a great deal of criticism and controversy mainly

for its pointlessness 1n 1ts goal of ranking countries (Williams, 2001) and for the - lack of

complete - data and deficiencies in methodology used (for example, Shaw 2000, Wolfson
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and Rowe 2000, Braveman et al 2001, Navarro 2001 Szwarcwald 2002). Most of these
criticism focused on the limitations of the WHO’s underlying concept of measuring
equity in health in terms of overall health inequalities (as presented by Murray et al 1999
and Gakidou et al 2000) while failing to measure social inequalities that are more
important from equity perspective. However, no one has really doubted the role of the
WHO and 1ts World Health Report 2000 in emphasising the importance of equity in
health care and generating debate and further research in the area. It has also highlighted

the potentials in improving the Hungarian health care system in terms of equity, and

achieving more faimess in financing health care in particular.

1.2.2 The European Commission and the ECuity project

In the European Union, the organization of health care systems is still largely the
responsibility of individual member states. Although long-term plans exist about the
harmonization of social policies, including health care, the speed of this process may well

depend on other factors, such as the speed of the economic integration of Europe.

Some general objectives of public health have already been defined in the Amsterdam
Treaty, but more specific aims and joint EU actions are to be pursued in the future. The
European Commission has recently published its plan to adapt a programme of
“Community action 1n the field of public health: 2001-2006” (EC, 2001). This plan has
amongst 1ts objectives the improvement of sharing information and knowledge about
health care systems of its member states, responding rapidly to health threats, and
addressing social and economic determinants of health. While respecting the principle of
subsidiarity and the responsibility of Member States for the organization and delivery of

health care, the EC programme takes a broader view on public health, including tackling

the factors underlying disease.

The programme addresses equity to an important extent. It includes the objectives of

improving information and knowledge for the development of public health n order to
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optimise health status, strengthen efficient health systems, conduct effective health
interventions, and to “develop methods to tackle health inequalities”. The programme
also aims to address health determinants through (interdisciplinary) health promotion and
disease prevention actions and “by means of measures to achieve equity in health”.

Amongst health determinants to be addressed are listed lifestyle-related, environment-

related, and social, and economic health determinants.

More specifically, the programme aims to develop methodology for benchmarking and
linking strategies to identify health inequalities using data from the Community health
information data; review and identify obstacles to access to health services across internal
borders in the EU and develop guidelines; develop strategy for analysing and addressing
the impact of social and economic factors on health; and define and disseminate good

practice on actions and policies related to reducing inequalities (EC 2001).

Apart from introducing action plans to improve strategies to tackle inequalities in health
and health care, the European Commission has already played a role in funding research
in the health equity field. Through its Biomed programme, the EC has funded the

“ECuity Project”, with the aim to analyse the level of inequalities in health and equity 1n

health care within European and other developed countries. Under the leadership of

Doorslaer and Wagstaff, the equity project has concentrated on three main areas:

1. Inequalities in health. One of the aims of the ECuity Project was to compare the
levels of inequalities in health in the European countries and to establish the role of
economic factors in accounting for (a) cross-country differences in health inequality
and (b) intra-country health vanations.

2. Equity in the finance of health care. Another objective of the project was to examine

the faimess of financing health care by examining whether payments for health care

pocket payments) have been compared.
3. Equity in health care delivery. The third main research question of the project was to

investigate whether people 1n equal need of health care are treated the same,
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irrespective of how well-off they are, and whether the degree to which this 1s true
vary from country to country.

Indeed, the ECuity Project has lead to significant methodological advances towards a
more convenient analysis of equity in health care and generated substantial empirical
evidence on the level of equity in health and health care in a number of European and

other developed countries (as described in Chapter 5 in more details, these studies

included, Wagstaff and van Doorslaer, 1993, 1994, 1997, 1999, 2000, Kakwani et al.
1997, van Doorslaer and Koolman 2002, Doorslaer and Jones 2003, etc).

Hunganan data have not been analysed as part of the ECuity Project, as it was the case
for other Central European countries. The production of comparable data is of particular

importance in the light of the objectives of the EC to measure and tackle inequity in
health and health care.

1.2.3 The Organization for Economic Co-operation and Development

The OECD groups 30 member countries with a commitment to support governance in the
public sector and 1n corporate activity. Based on its country surveys, statistics, and

reviews, the OECD adwvises policy-makers to adopt strategic orientations and select

policies that work.

The Health Policy Unit of the OECD 1s devoted to the systematic collection of data on
health status and health care systems in member countries and is involved in conducting
health policy analysis. Their policy analysis work mainly examines the performance of
OECD health systems and the causes of variation in performance across countries. The
OECD’s explicitly stated objective is to evaluate the performance of health care systems
“against efficiency and equity objectives” (OECD, 2003).

In fact, previous OECD economic papers on comparative analyses of health care systems
(for example, OECD 1992, OECD 1994, OECD 1996) or more recent country level
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reports (for example, Orosz and Burnes 2000, Docteur et al. 2003) did address the 1ssue
of equity in health care to some extent. However, the sections on equity analysis in these
publications have been generally limited to the brief discussion of equity in terms of

entitlement to health care or utilization of health care. The evaluation of health care

systems in terms of equity in payments for health care, equity in actual access to health

care, or achievements in terms of reductions in inequalities in health status got generally

less or no attention. The low emphasis on equity in the OECD’s publications might be a
result of a lack of availability of local data together with a lack of published guidance
how OECD’s analysts should incorporate equity aspects in the evaluation of health care
systems. Its key database product, the OECD Health Data, also lacks any indicator or

other information on the level or nature of inequity in its member countries.

A recent OECD publication, however, attempted to develop a guidance on indicators for
the evaluation of the performance of health care systems, including some
recommendations on evaluating equity in health care (Hurst and Jee-Hughes, 2001). The

report has identified five different dimensions of equity:
e health,
e health outcome,
® access,
® responsiveness,

¢ and finance.

In addition, the report highlights that disparities can be monitored across many population
groups, including:

e age,

e gender,

e ethnic group,

® INCOmME,

e and geography.
The report does not give further details, such as definition of the identified equity

components or specific recommendations on how analysts should measure them.
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A new initiative, the OECD Health Project, which was launched in 2001, may lead to

more empirical research on equity in health and health care. The OECD Health Project
has amongst its objectives the detailed analysis of equity issues, including the distnibution
of health status. As part of the initiative, the OECD commissioned a multi-country
analysis of equity in access to health care. Relying on external experts, a study is being
carried out to gather more empirical evidence on equity in access to physician visits and
hospital stay in selected OECD countries. This initiative is underway now and will

expand the earlier analysis of Doorslaer et al. (2000) on equity in access to health care in

the OECD countries, and will include Hungary.

1.2.4 Summary of the role of international organizations in promoting
equity in health and health care

Although their actual role and history differs to a great extent, the three international
organization reviewed here had in common that they placed an increasing emphasis on
equity 1n health and health care. Currently, the approaches of these organizations seem to
vary 1n terms of the aspects of equity they emphasize, definitions used, and the preferred

methodology to the measurement of equuty.

Selectivity can be observed across the international organization in emphasizing one or
another aspect of equity in health and health care. The WHO has traditionally been
concemed about inequalities in the health status of the population. However, its approach
reflected in the recent World Health Report 2000 also highlights the importance of equity
in the finance of health care and in responsiveness regarding non-medical expectations.
Equity 1n access to health care is not, currently, considered in the WHQO’s evaluation
criteria. The EU, in contrast, has been traditionally concerned for access to health care
and now its new public health programme also has amongst its objectives the
measurement of social and economic determinant of health and tackling inequalities 1n
health. Although equity in payments for health care is not explicitly mentioned in the EC
policy documents, the ECuity Project, which was funded by the EC, did pay attention to
this aspect of equity. The OECD publications have mainly focused on equity in terms of

entitlement to and utilization of health care.
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Some of the differences in approaches may be partly explained by that international
organizations often rely on individual experts and their specific experiences and opinions.
Internal and external experts used by the different international organizations may
suggest different ways of measuring equity in health and health care. For example, while
the WHO relied upon the expertise of Mackenbach, Murray, and Gakidou; the ECuity
Project and the recent OECD studies adapted the methodology developed by Doorslaer
and Wagstaff. Consequently, individual countries that are members of several
international organizations can receive different information about equity based on
different data sources and methodologies from international organizations. As a result,
individual countries have an increasing need to develop their own expertise in the
evaluation and interpretation of complex information on equity, and using this

information in policy-making.

Finally, 1t has to be mentioned that information provided by international organizations
may not be sufficient to inform health policy of an individual country. Multi-country
studies often need to consider trade-offs between using accurate data sources and
extending the analysis to large geographical areas. Some studies seem to prefer collecting
data from all its member countries and limit data analysis to what 1s available, while
others prefer to limit the data collection to those countries from which reliable and
informative data are available. The WHO’s World Health Report, for instance, took the
approach of covering all its member countries at the expense of limitations 1n using real
data from a substantial number of countries. This has lead to results that are highly
criticised for being flawed and unsuitable to inform policy-makers. On the other hand, the
ECuity Project or OECD studies have focused on using more accurate data sources and
more established analytical tools but could only cover a limited number of countries. In
the case of Hungary, only the WHO estimated some equity indices, while no alternative
information is available. According to several publications, however, the WHO measures
of equity are substantially flowed, not comprehensive, and are unsuitable to inform policy
makers (Richardson et al 2003, Nord 2002, Wagstaff 2002). Research on the
comprehensive evaluation of equity in health and health care in Hungary 1s an important

need today.
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1.3 Motivation to study equity in health and health care of
Hungary

Since the late 1980s and early 1990s when the socialist system collapsed, Hungary has
been undergoing major changes in society and economy. Transition from a socialist
system towards a market economy lead to significant changes in the public sector,
including health care. One of the key focuses of the transition period was the preparation
of Hungary for joining the EU. This process involved harmonization with the EU law and
also the adaptation of principles based on which the EU builds its policies. Within the

light of these characteristics of the transition period, the evaluation of the performance of

the health care system in terms of equity 1s important for several reasons.

Up till today, the evaluation of the health care system of Hungary has mainly
concentrated on efficiency aspects but little research has been done on equity. The lack of
commitment to the measurement of equity in health care was a key feature of the socialist
period. At the heart of the political rhetoric was the claim that every citizen had the right
to have access to comprehensive and free health care services. On the other hand, no data
collection system was set up to monitor equity in practice. It was not regarded “politically
correct” even to question the presence of equity. The claim about equity was taken for
granted rather than being based on empirnical evidence. Interestingly, a similar view was
held in the UK during the early years after the establishment of the National Health
Service (NHS). It was not regarded “friendly” to even question the equitable nature of the
NHS as it was so widely believed that the NHS operated on the principles of faimness.
Perhaps, the only acknowledged aspect of equity to look at was regional inequalities in
health and health care. Consequently, early work by health economists 1n Hungary (e.g.
Orosz 1994, Bojan 1994) focused on regional inequalities.

Despite the lack of empirical evidence, the presence of social inequities 1n access to
health care was widely perceived in Hungary. A popular joke about access to health care
in the past can well illustrate how people perceived the equity characteristics of the

system. While health care was officially declared to be “high quality, free, and available
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to all”, according to the joke only two of these three characteristics could be fulfilled at
one time. If it was free and available to all then it was not regarded to be of high quality.

If anyone wanted to access high quality care then it was not available for free but at an
expense of informal payments. Finally, if health care was high quality and free then it
was most probable only accessible at distinguished health care providers offered for

people belonging to privileged political groups or professions.

An understandable expectation of the majority of the population was to achieve higher
efficiency and faimess through reforms and joining the EU. Instead, the transition period
proved to be rather difficult for many and challenged the sustainability of the existing
public services. The health care system has been undergoing continuous reforms that first
affected the finance of health care services, then ownership structures, and health care
delivery arrangements. While most evaluation of reforms focused on efficiency and
sustainability, no or little evidence has been collected on the equity aspects of the current

health care system.

Without a good understanding of the current nature and causes of inequity in the current
health care system 1t 1s difficult to address existing inequities and plan future health
policies to promote greater equity. To provide a full picture of any potential inequities in
the health care system, a comprehensive equity analysis of both the finance and the

delivery sides of the health care system is needed. In addition, the understanding of

inequalities in health status among population can help 1dentify those subgroups where
targeted policies can potentially improve health care and health and reduce overall

inequalities.
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1.4 Objectives of the thesis

The main objective of the thesis is to provide a comprehensive assessment of income-
related equity in health and health care in Hungary. Cross-sectional analyses were
performed based on survey data from post-transitional period, mainly covering the years

of 1999-2000. Results from this period may serve as baseline data for longitudinal
analyses on changes in equity in health and health care in future studies on equity.

The aim was to provide a complete evaluation of equity in the health care system by
assessing both fairness in the finance and delivery of health care. The evaluation of
fairness 1n the finance of health care focused on the assessment whether individuals with
different income level pay for health care in proportion to their income. The evaluation of
fairness 1n the delivery of health care, on the other hand focused on the assessment

whether individuals receive health care in proportion of their ill health rather than their

income level.

Income-related 1nequalities in health status was also analysed as part of the evaluation of
equity in the delivery of health care. However, since data on income-related inequalities

in health status is important information on its own, these results were presented as a

distinct part of the thesis.

Instead of providing a single measure on the overall level of equity in health and health
care, the objective was also to identify the nature, causes, and components of inequity. In
the finance of health care, the equity aspect of each of those payment methods were
evaluated that play a role in funding health care in Hungary. This analysis can help
policy-makers to identify those payment methods the burden of which fall
proportionately more on population sub-groups with lower income level. This
information, in turn, can be useful in introducing reform 1nitiatives to achieve more
fairness in the finance of health care. Similarly, the analysis of equity in the delivery of
health care also went beyond the calculation of an overall equity index. A detailed
decomposition analysis was performed to identify what factors contribute to income

related inequity in the delivery of health care. The objective of this analysis was to
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contribute to the understanding to what extent income level itself determines one’s access

to health care, and to what extent other factors that are linked to income level, such as
geographical location, play a role in inequity.

A methodological objective of the thesis was to explore the feasibility and opportunities
in applying a health-related quality of life measure, the EQ-5D, in the analysis of income-
related inequity in health and health care. A potential advantage of the EQ-5D in this
application 1s its ability to identify a unique health inequality profile of the population
along the five quality of life dimensions it captures. Such information is useful in better
understanding how income determines inequality along specific quality of life domains,
which 1n turn can help decision-makers to better target health care interventions. The
results of this analysis can also be interesting internationally as EQ-5D population

surveys are available in many countries and may be used to explore the nature of health

inequalities within and across countries 1n the future.

29



PART II. BACKGROUND

Chapter 2

Review of the health care system in Hungary

For the analysis of equity in the Hungarian health care system, it is important to provide
an up-to-date review of the characteristics of the health care system itself. Some of the
mformation about the health care system is directly needed for the measurement of
equity. For example, data on the share of different payment methods in funding health
care 1s incorporated in the measurement of equity in health care finance. Other types of
information may be needed in the interpretation of results. For example, the
understanding of the system of provider incentives or entitlement to care is helpful in the
interpretation of results on equity in delivery of health care. This chapter provides an
overview of the Hunganan health care system, including the basic organisation structure,

finance and delivery of health care, recent reform steps and current challenges to ensuring

equity.

2.1 Organization of the health care system

The Hungarian healthcare system operates on a comprehensive, centralized, compulsory,

employment-based national health insurance scheme that provides close to universal

coverage both in terms of treatments and in terms of population.

The organizational structure of the Hungarian health care system has changed
significantly during the last decade during the transition process from a formally socialist
block country to a Newly Associated State to the European Union.
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2.1.1 Health care system and the transition period

As a socialist block country, Hungary had an integrated type of health care system before
the transition period. A comprehensive range of health care services were offered to the
population free of charge at the point of delivery. The system was financed out of general
taxation. Services were provided by salaried employees in mainly publicly owned
hospitals and general practices. Health care providers were financed by annual budgets
received on a historical basis. Management and resource allocation was controlled
centrally by the Ministry of Health. An extensive informal payment system has emerged
since the 1960s. Small official private sector supplemented the publicly dominated
system. Private providers included few specific treatments such as those provided by
small dental surgeries, or publicly employed doctors in out of office hours, or some of the
GPs who operated private surgery. Table 2.1 summarizes the most important differences

between the health care system before and after the reforms.

Table 2.1: The main aspects of the health care reforms

— OLD SYSTEM NEW SYSTEM
FUNDING Mainly social insurance

ENTITLEMENT Universal Shift to contribution-based

but near universal coverage

Mixed finance methods

FINANCING Fixed budget

PROVIDERS

Reforms have been gradually implemented after 1989. Main changes included the
establishment of earmarked funding of health care through social health insurance, cash-

limited finance of health care providers, and the introduction of performance-based

finance methods.
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Organization of the health care system after the reforms

Today, the responsibility over the health care system is shared between the Ministry of
Health, the Health Insurance Fund, the Ministry of Finance, and the local governments.

Overall health policy is determined by the government with the Ministry of Health in
conjunction with the Health Insurance Fund proposing and implementing reforms.
Reforms on the financial aspects of the system (such as payment rules, central budget
contributions to health care, and annual budget of the Health Insurance Fund) are
proposed and drafted by the Ministry of Finance in consultation with the Health
Insurance Fund and are decided and promulgated by the parliament. The management
and supervisory structure of the Health Insurance Fund has changed several times.
Currently the Ministry of Health, Family and Social Affaires supervise the Health
Insurance Fund Administration, with the exception of budgetary issues, which are still
supervised by the Ministry of Finance. The general director of the National Insurance
Fund 1s nominated by the Minister of Health, but appointed by the Prime Minister.

The Ministry of Health operates the National Public Health and Medical Officer
Service which is, in turn, responsible for the licensing, accreditation and supervision of
healthcare providers in addition to its traditional health surveillance, immunization
logistics, (e.g. supplying vaccines), environmental safety, food and water safety, health
promotion, hygiene, school health services and epidemiology functions. The local
governments are normally the owners of the health care provider institutions, such as
hospitals, outpatient clinics, and (until very recently) general practices. In this function,

local governments are responsible for the everyday management of health care

institutions and for the finance of their maintenance costs. Running costs of health care
providers are financed and monitored by the national Health Insurance Fund and its

network of 19 County Health Insurance Fund Offices (Orosz and Burns, 2000). Figure
2 1 illustrates the detailed structure of the Hungarian health care system. Flows of

services are shown as solid lines and flows of finance as broken lines.

Figure 2.1: The Hungarian health care system: finance and provision of services
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2.2 Finance of health care

As Figure 2.1 illustrated, both raising revenues for health care and the finance of

providers are based on a mixed system. This section first describes how health care is

funded in Hungary, before summarizing the main methods of financing providers.

2.2.1 Raising revenues for health care

As the Hunganan health care system operates on a social insurance scheme, the majority

of revenues are raised through compulsory health insurance contributions paid by
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employers and employees. Table 2.2 describes the three components of the health

Insurance contributions and the payment rules in 2002.

Table 2.2: Payment rules for health insurance contributions in 2002

Component of contribution Payment rule

For active (non-pensioners) individuals

Income-related contribution paid by the 11% of gross salary

employer

Income-related contribution paid by the 3% of gross salary’

employee
In-kind related contribution (company care) e.g. 25 % of the compulsory care tax,
for the employer)

Fix component (EHO) paid by the employer 4500 HUF per month from 2002°.

to the Health Insurance Fund

For pensioners, who are employed

Income-related contribution paid by the 11% of gross salary

employer

Fix component (EHO) paid by the employer 4500 HUF per month from 2002.
to the Health Insurance Fund

Income-related contribution paid by the 0 % of gross salary

employee

Largely due to the complex organizational structure of the health care system, finance of

health care is not exclusively raised through the health insurance system. The

‘dentification of finance sources is a complex task due to multiple sources of information.

My calculations are summarised in Table 2.3. These data do not capture cash transfers

(e.g. maternity-related benefits) made by the health insurance fund. Figure 2.2 illustrates

the share of each payment method in generating revenues for health care.

-

contribution is reduced to 3450 HUF (13,9 Euros) in 2003.
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Figure 2.2: Share of different finance methods in total health care revenue
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As Figure 2.2 shows, 61% of revenues for health care are raised through the health

insurance system and 39% are raised through 