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SUMMARY

In a user perspective, this paper aims (i) to encourage the collection of new information on
some relevant dimensions of the health care systems, that is lacking in the SHA Manual 1.0 (e.g.
methods of raising funds, structure of insurance markets), (ii) to suggest a taxonomy of the
different health schemes, based on some key-dimensions, (iii) to propose a method for
classifying the different health schemes as public or private (or mixed, if unavoidable) and (iv)
for identifying the prevailing health scheme(s) that characterise(s) the whole health care system
of a country. Central to this is the distinction between origins of funds and their destination or
financing resources and financing uses.

It considers the health schemes as (sub-)systems, made of institutions/agents, rules,
relationships, mechanisms of collecting revenues and delivering benefits, not only as financing
schemes. Therefore it suggests to classify them as public, private or mixed according to two
dimensions, i.e. the methods of collecting revenues (compulsion vs. free choice) and the legal
nature of deliverers of health benefits.
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UNIT I. PURPOSES AND PRINCIPLES OF THE SHA

I. INTRODUCTION

1. The System of Health Accounts is primarily int e
funds in health systems” These fl ows are gene
different countries, according to various contractual arrangements, that give rise to
different health care systems (HCS). The HCS of some 190 countries of the world, however,
share some common characteristics, so that their variety can be reduced to some
prototypes or general models. Therefore an essential purpose of the SHA should be to help
describing and quantifying the structure and evolution of the HCS of each country and to
allow for richer comparisons across countries.

2. The accounting system should inform not only on the flows of financing, provision and
expenditure, but also on the institutions/agents that collect revenues and deliver health
benefitsnarik.ed .” dftheaditidcett biealtk schemes ina country and the
interactions among them. Non only is important to know the provision side of the health
care mar ket (as it is now with the SHA), but al s
which is lacking at present.

3.ln the comparisons across countries there is o
(e.g. to distinguish between a National Health Service, a National Health Insurance or a
Soci al Health I nsurance system) and to classif

but there are no common agreed criteria to describe and define them and different scholars
use different classifications. So far, the information that can be drawn from the health
accounts is the proportion of public or private health care expenditureby sources of
financing (public, out-of-pocket, private insurance, other). On average, 27 OECD countries

show >60-70% of public expendi ture and wusually are conside
while 3 countries over 50% of private expendit
But this sharp distinction does not take into account the peculiar arrangements brought in

byther ef or ms of the ‘ 90s. T taxenoreyfofthealth schefhiee r € I s a n

(which already exists for the insurance schemes') and of health care systems and (ii) for
agreed criteria to classify such schemes and systems as public or private.

4. For the insurance schemes is of particular interest the information about the public and
private nature of the institutions raising funds, delivering health benefits and providing
health care— which is lacking at present in the SHA Manual 1.0. Furthermore, the use itself

! OECD (2004), Proposal for a taxonomy of health insurance, Paris
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of the terms “public” and *“ambiguonsdandale by
criterion to assess whether an insurance scheme is public or private —i.e. the main financing
source — seems unsatisfactory, because it is one-dimensional.

5. Health care systems, after the reforms of the last decades, have become increasingly
complex as, for example, in some cases there has been a separation of functions of
collecting revenues and delivering benefits (e.g in the Netherlands), with the emergence of a
risk equalisation function; premiums are employed for financing compulsory and universal
coverage in the place of social contributions (e.g. in Switzerland); quasi-public bodies deliver
voluntary insurance benefits (e.g. Ireland, Australia). There is a mix of public/private funding
and a mix of public/private insurers delivering health benefits within a single insurance
scheme, so that it seems too simplistic to classify them according to the sole financing
source (as on § 4 and 18 of the OECD taxonomy). Similar problems have been raised by the
OECD Unit 10 Input Document?®.

6. In all countries of the world different health schemes coexist, usually in the form of an
insurance scheme (mandatory or voluntary) and direct payments (out-of-pocket). A health
schemes is a meso- or sub-system, in which different institutions operate, contractual
arrangements are made, services and money flow from an agent to another (see § 36 and
OECD Unit 10 Document). A health care systems of a country is made of different schemes
or sub-systems, so that it seems essential to devise the peculiar elements of each scheme,
that differentiate it from any other scheme, and to set criteria according to which a
prevailing scheme (if any) is said to characterise the whole health care system of a country.

7. To accomplish this operation it is necessary (i) to identify the main dimensions that can
differentiate the various health schemes from each other, (ii) to describe the constituent
features of each model and (iii) to set empirical values according to which the schemes or
systems of the real world fall into one or another model. This procedure is essential also for
the distinction between public and private health schemes and health care systems. For this
purpose it might be necessary to devise new health accounts, in addition to the existing
ones.

8. The task of classifying the health schemes and the health care systems goes beyond the
mere process of revision of the health accounts. However, as it will be suggested to consider
(i) new institutional units delivering health benefits (e.g. employers elf-insuring, private
integrated insurers, cooperatives and mutuals) and (ii) new accounting tables, that seem
useful per sesince they may enrich the cross country comparisons —besides helping to
“typi fy?” t he-ar@iiptheindtitutors invelvadkirsthe SHA revision process —
OECD, WHO, EUROSTAT — have the scientific authority to create a new common language

% For example, Mossialos E., Dixon A., Figueras J., Kutzin J. (2002), Funding health care: options for
Europe, Buckingham, Open University Press prefer the term “voluntary”, instead of “private”, health
insurance because insurance policies may be offered also by public bodies

¥ OECD Input Document, Unit 10 (2008), A proposal for the main categories of the classification of
financing schemes (ICHA-HF)
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among scholars and policy-makers, it seems advisable to consider the issue of the taxonomy
at this stage.

9. This paper had been originally presented on February 2008 as a commentonthe & L Y G§SNRAY
Report on the work on refinement of the SHA framework for health findhcing DEL S A/
HEA7HA (2006)7 of the 18 September 2006, and put on the OECD discussion site (EDG). It
has been deeply revised, since then, some criteria have been rethought and it is now offered
to the reflection of a wider audience —first of all, to the WHO and EUROSTAT experts. It aims
to contribute to the Units 3 and 10, and to a possible new Unit19“ Cl assi fi cati on of
Care Systems”, whose purpose should be to set
issue a complete taxonomy of the different health schemes and health care systems.
Although different Units are involved, it is presented as an integral paper, since the initial

passages are functional to the final Unit 19.

1. METHODOLOGY

10. In order to describe the structure of a HCS it seems appropriate to start from the
el ementary accouwektsi"’ngthmitt snaktehe p“ ariheal th sch
system. These elementary units are:

a) institutions collecting revenues

b) methods of collecting revenues’

c) institutions delivering (or paying for) health benefits
d) institutions providing health care

and their legal nature as public or private.

While the list of health care providers already exists in the SHA Manual 1.0 (even if the
classification of their legal nature is not contemplated), it lacks for the institutions collecting
revenues and delivering health benefits. It seems very useful, instead, to have quantitative
statistics of these institutions and of the relative weigh of methods of raising funds, because

* Another fundamental function is risk equalisation and, consequently, resource allocation to decentralised
deliverers of benefits (see § 26). While this function is essential for describing the HCS, the specific
methods of risk adjustment and resource allocation do not seem relevant to this purpose.
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(i) in federal or decentralised HCS it can show at which government level fund raising and

spendi ng occur and (ii) in so called “compul sory

of government in using subsidising and risk equalisation mechanisms.

11. In almost all cases, the institutions collecting revenues and delivering benefits are the same
institution, so that the list of fund-raisers corresponds to that of deliverers of benefits.
Furthermore each institution is (was) characterised by a peculiar method of raising funds, so
that correspondence of institutions and methods is very frequent and it may simplify the
tasks of health accountants.

12. However, accounting tables and their quantitative information are not sufficient to describe
the different health schemes and systems, since other pieces of information are needed (e.g.
on the entitlement to benefit, mode of participation, choice of insurer, etc.). Therefore, a
health scheme or HCS can be identified a priorion the basis of the literature or the available
descriptions, but needs accounting data to ascertain to which model it can be assimilated.

13. The method for classifying the HCS consists of two parts. The first is to identify the main
characteristics of each health scheme (or sub-system); the second to look at the prevailing
scheme(s) and to characterise the country health care system on the whole. Some criteria
for discriminating among the different health schemes and to assess whether they are public
or private (or mixed) will be suggested.

UNIT 3. KEY CONCEPTS AND DEFINITIONS IN HEALTH ACCOUNTS

I11. DEFINITION OF TERMS PUBLIC, PRIVATE AND SOCIAL

Public and private

14.The terms “public” and “private” in the
one relates to the nature of (a) the institutions raising funds, delivering health benefits or
providing health care and of (b) the sources of financing or, better, the methods of raising
funds (the “bricks” of the system),; the

heal t h

ot her



15.

16.

17.

that are (c) the insurance/health schemes and (d) the health care systems. The first
application is plain, while the second is more controversial. Moreover in some cases the

term “private” i s u deisionofindividualst@abihere @ notcteean t 0

insurance scheme and, then, to pay for it with private resources.

In the first meaning (a) the adjectives public and private refer to the legal nature of
organizations collecting revenues, delivering benefits or providing health care and then to
the “owners” of these organizations, i
nature denotes their system of values, their maximization function and their behaviour,
which are radically different.

In the second meaning (b) the same adjective stands for the methods of paying for health
care, whether it is for free choice or for compulsion. In the last meaning (e) the use of word

private, implying a decision, should be

The classification as public or private of (c) health schemes or (d) health care systems is
more complex and will be discussed later (Unit 19).

The categories of public and private therefore may apply to:
- collectorsof funds

- methodsof raising funds

- health benefits delivererginsurers, third-party payers)
- health care providers

- health schemes

- health care systemof a country.

Compulsory and voluntary

18.

19.

In any country, insurance against sickness risks can be purchased by free choice or by legal
obligation (mandate). So the individual decision to join or not an insurance scheme can be
better described as a voluntary or a compulsory decision. Obviously, the voluntary decision

involves the use of “private” resources.

Compulsion usually (i) is for the entire population (universal coverage) or relevant groups of
it (e.g., the elderly) and (ii) implies payment through general taxation or earmarked taxes
(social contributions, payroll taxes), calculated on personal incomes. Therefore, the amount
paid by individuals involves (some degree of) (iii) income redistribution, within the sickness
fund, besides the random redistribution between healthy and sick people, or young and
elderly, that usually takes place in an insurance pool. The income redistribution is an
intentional redistribution (cross-subsidization), made for solidarity purposes, that must be
kept separat e frexpos) rédistdbutionrthatttakes ptade th an(ngurance
pool.

(e) t

publ

better



20. Also community-rated premiums involve some degree of income redistribution between the
different age groups, but it is an inverseincome redistribution, since a rich old pays the same
premium as a poor old In medical savings accounts no redistribution takes place, since there
is no pooling of risks.

21. However mandate by law is different from mandate by condition of employment (labour
contracts). In the latter case it should not be considered as a legal obligation, but rather as a
fringe benefitof t he employer and therefore classified

Social and voluntary insurance

22. Therefore it seems appropriate to define an insurance scheme with (a) mandatory health
insurance cover for the whole population or most part of it, (b) payment through taxes or
earmarked taxes and, as a consequence, (c) income redistribution as a social insurance
scheme, as opposed to a voluntary insurance scheme, where insurance cover is purchased
(d) by free choice and paid (e.1) through individual risk- or community-rated premiums or
(e.2) is provided by the employer as a fringe benefit —in both cases not implying an
intentional income redistribution.

Social coverage schemes

23. However in some countries the mandate might simply be an obligation for all population to
purchase an insurance policy on the market, through the payment of individual community-
rated premiums, or to put aside compulsorily part of income to meet future medical
expenses. The obligation leaves individuals free to choose the insurance carrier and implies
no intentional income redistribution or cross-subsidization. In this cases a social coverage (or
uni ver sal compul sory coverage) | abel mi ght be
stress the general purpose of the government to intervene in this field and the compulsory
participation of citizens (point 83, page 25 of the DELSA Document)®. The mandate to have a
coverage against sickness risks may take the form either of an insurance policy or of a
deposit on a medical savings account (e.g. in Singapore).

24. The criterion of compulsion alone seems insufficient to define a social insurance scheme,
because the income redistribution is incidental or minimal. Indeed, community-rating,

> Folland S., Goodman AC, Stano M. (2000), The economics of health and health care, Prentice Hall,
Upper Saddle River NJ, 3d edition

® OECD (2006), Interim report on the work of refinement of the SHA framework for health financing
(DELSA/HEATHA (2006)7



usually associated with compulsion, favours the elderly, but also the high-income groups,

which is not the intended income redistribution. Under this respect it is questionable
whether the Swiss system, which is mandatory, universal and fully financed through

community-rated premiums, with subsidies by the government (12% of total financing) to

low-income people to allow them to buy their health policy —therefore with a minimal
income redistribution—i s t o be considered as a “"
scheme.

Primary and integrative insurance

25. Voluntary insurance in some countries may encompass both a basic package of health

soci al

benefits (primary cover) and other supplementary, complementary or duplicate benefits.

In this paper the term voluntary refers chiefly to the primary insurance, according to the
OECD taxonomy, or to the standard benefits (basic package). The whole set of

supplementary, complementary or duplicate cover is called, for short, integrative insurance.

UNIT 9. CLASSIFICATION OF FINANCIAL SOURCES

UNIT 10. CLASSIFICATION OF FINANCING SCHEMES (FINANCING AGENT)

IV. COLLECTING REVENUES AND DELIVERING BENEFITS

26. In the financing domain it is important to remind another distinction, namely between the

functions—b ot h ¢ al | e-af(a)cbllecting ravenuen agd pooling risks in the
sickness fund and of (b) delivering health benefits, either by reimbursing patients, by
purchasing (and paying for) health services from external contracted providers or by
providing directly health services t hr ough own facilitie
is meant in general sense, embracing either the purchase or reimbursement of health

s and

services or the direct provision by the deliverer itself and it is used as a synonym of paying.

i ns
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27.

28.

29.

30.

31.

In some countries, trying to combine universal compulsory coverage with competition
between private insurers (i.e. combining solidarity and efficiency, e.g. in the Netherlands,
Medicare+ Choice in the USA) the first function has been centralised to create a solidarity
fund or risk equalisation fund or simply a central fund’, which is then allocated, through a
risk-adjusted capitation formula, to competing insurers, that are delegated to deliver health
benefits to the population. The purpose of the central fund is to equalise risks between
insurers, operating on an open enrolment basis. The institutional arrangements may differ
across countries (e.g. in Germany and Switzerland vs. the Netherlands and Belgium), but the
function is conceptually the same®.

Risk equalisation is a distinct function from risk pooling in that it entails conceptually (i) a re-
calculation of premiumsg, for each enrolee and each insurer, according to some risk-
adjusters (e.g. diagnostic categories) and (ii) transfers of premium subsidies from a central
fund to insurers with higher proportions of bad risks, due to the open enrolment clause.

Therefore, the health care system in a country can perform 4 financing functions, that are:
1 revenue collection

91 risk equalisation

1 fund pooling

1 benefits delivering (reimbursement, purchase or direct provision of health services).
Traditionally the functions considered are three', but the operation of equalising risks is

different and preceding the pooling strategies and operations of the insurers.

This conceptual framework can also be applied to many NHS-type systems (e.g. in the UK,
Italy, Spain), where funds are raised by the central (and sub-central) government(s) and
subsequently allocated on an adjusted capitation basis to territorial units (e.g. Primary Care
Trusts in the UK, Aziende sanitarie locali in Italy), that deliver health benefits to patients.

In all these countries revenues are transferred to decentralised insurers with the aim, also,
to shift the financial risk from the central collector to the deliverers of benefits and, thus, to
improve efficiency in the insurance and provision markets.

" In some countries the central fund can be managed by a different entity (e.g. Ministry of finance) from the
collector of funds (e.g. sickness funds)

8 van de Ven W. et al., Risk adjustment and risk selection on the sickness fund insurance market in five
European countries, Health Policy, 65 (2003), 75-98

® Paid as flat rate premiums by the insured

19 See for example Murray C., Frenk J., A framework for assessing the performance of health systems.
Bulletin of the World Health Organization 2000; 78 (6): 718-731
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Institutions, methods of collecting and transferring revenues

32. The institutions that collect revenues on a legal or contractual basis are essentially 7:
1 government (central and sub-central)
social security funds
quasi-public (statutory) insurers
employers self-insuring
insurance companies: for- profit
non profit,

=A =4 -4 =4

mutuals, cooperatives.

In the system of health accounts also households, NPISH, companies providing health

services (e.g. occupational health), charities and foreign governments are considered as
institutions “collecting” revenues, that after:
health services.

The detailed list of institutions collecting revenues is displayed on table 1 (at the end).

33. There are basically 11 methods (or mechanisms) for collecting revenues, namely through:
1 general taxation
1 social contributions (earmarked taxes)
1 insurance premiums: - actuarial (self-insuring employers)
- risk-rated

- community-rated
- group-rated

medical (or health) savings accounts

prices (out-of-pocket and cost-sharing)

international and government transfers

donations (in cash and/or in kind) by non-governmental organisations.

= =4 -4 -4

The first two methods, being calculated on personal incomes or wages (i.e. unconnected to
individual risks of taxpayers), involve some income redistribution within the sickness fund,
whereas the next methods do not. Donations by non-governmental organisations can be
either in cash or in kind (direct provision of health services). In any country most of these
methods, if not all, are currently used.

The detailed list of methods for collecting revenues is displayed on table 1.



Delivery of health benefits

32.

33.

An institution delivering health benefits is the final payer for the services provided.
Resources of deliverers can derive either from primary sources (taxpayers, insured) or from
secondary sources (capitations, grants), possibly after a risk equalisation process. Payers (or
insurers) can be single or multiple, where a single payer is meant a single source of money
for paying providers (although actual payers may be multiple, e.g. Local health authorities in
a NHS).

There are basically 7 types of organizations delivering health benefits, either directly
(through their own integrated health facilities) or by purchasing and paying for external
providers. They are marked by the objectives they pursue, namely™":

1 government (central and sub-central): - public health and other programmes
- government bodies/agencies (e.g. NHS)

sickness funds (single or multiple) (e.g. NHI, Social security funds)
quasi-public (statutory) insurers

employers self-insuring

private for-profit insurers

private non-profit insurers

mutual insurance companies (mutuals) and cooperatives.

=A =4 =8 -4 4 A

For accounting purposes, other 4 “deliverers” or payers must be considered:
1 health savings accounts

1 households.

1 private companies (other than insurance companies)

1 non-profit institutions serving households (NPISH)

The complete list of institutions delivering health benefits is shown in table 1.

Financing and paying

34.

In some health care systems financing occurs at two institutional levels or in two rounds:
the first when resources are compulsorily collected, by government or social insurance, from
primary sources (households and firms); the second when, after some transfers by a central
institution (secondary source) to decentralized delivery institutions, funds are used for
paying providers of care or reimbursing insured for the expenses incurred. However these

1 While the institutions collecting revenues are mostly characterized by the legal or contractual basis on
which they raise funds, the same institutions delivering benefits by the goals they pursue

10



two functions are present in all insurance schemes. To avoid possible ambiguities, it is

suggested to use the term financing when related to fund raising operations from primary

sources (first round) and paying when related to operations of reimbursing patients or

paying off a provider’'s dsedortdrobnd a benefit del

35. Drawing from OECD", in figures 1 and 1.1 a diagrammatic description of flows of funds that
occur in a health scheme is displayed.

Figure 1. Flows of funds of a health scheme (contract and Figure 1.1. Flows of funds of a health scheme (integrated model:
reimbursement models) public: e.g. UK-NHS private: e.g. USA-Kaiser Permanente)

Govern.t,

Social
security 2. RISK EQUALIZATION
2. RISK EQUALIZATION 1 FINANCING , \ capitation
1. FINANCING , \ capitation taxes, social , .
taxes, social , conmtsy1 premiuns Health \ 3 RiSK ING
contrl., premjums Health "\ 3 RISk POOLING 1 Rogd _w ereits ‘

enefits 7 AXE - deliverers /4. PAYING

/ W . < T\ deliverers /4. PAYING / ?(e:“, { factorsof

;. e~ - {  reimburs,, /. _- \ production

’ e \ purchasing ‘. \ 2 Round

-
- S
/- - _- ’\“Se((\e“‘ \ 2d Round \
PO\ ation
_e' PPN )« Providers
Population id Peti Health services
Patients ; Providers £
Health services

---- flows of funds

_ flows of health services

12 OECD., The reform of health care. A comparative analysis of seven OECD countries, Paris, 1992
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new UNIT 19. CLASSIFICATION OF HEALTH CARE SYSTEMS

V. CLASSIFICATION OF THE HEALTH SCHEMES AND HEALTH
CARE SYSTEMS

Criteria for the classification of health schemes

36. Aninsurance scheme —or more generally —a health scheme is defined, according to a
proposal by the OECD Unit 10 Input Document®as “a di stinct body of rul
mode of participation in the scheme, the basis for entitlement for healthcare and the rules
of raising and pooling revenues of the given sub-system. Health financing schemes are
supported by one or more institutional units, but are not themselves institutional units (§ 21
page 9). A heal tshsters’c,h enmaed ei so ftions, fund essimgd afid nas t“i t u
paying mechanismes.

37Z.Z.According to this position, a health scheme ca
in the OECD Unit 10 Document, figure 1), although this simplification might be useful for
accounting purposes. For characterising a health scheme multiple dimensions™* are
necessary and two of them can help classifying the schemes as public or private (or mixed;
see further).

38. If further dimensions are considered, besides those outlined in the taxonomy of insurance
schemes proposed by OECD (i.e., sources of financing, level of compulsion, group or
individual schemes, method of premium calculation), or in the Unit 10 document (i.e., mode
of participation, benefit entitlement, method for fund raising, pooling of funds), additional
health schemes can be devised. These dimensions (or criteria) include, for example, a risk
equalisation mechanism, the number of deliverers of health benefits (single or multiple), the
legal nature of deliverers and the integration of providers and deliverers.

A complete list of the main dimensions that can be taken into consideration is reported
below and shown on table 2. These dimensions help deciding whether a scheme is different
from another and devising new health schemes. These dimensions are:

3 This definition amplifies the one proposed by ESSPROS regarding the social protection scheme.
However the OECD Unit 10 document merges two dimensions in the title “health financing scheme”
(“financing” and “health scheme”),

' The word “dimensions” here means the attributes of a system or the criteria according to which it can be
described and distinguished from the others

12



39.

40.

41.

Risk transfer (prepayment)

Mode of participation

Entitlement to benefits

Coverage (extent)

Choice of insurer

Financing (fund raising methods)
Nature of funds

Employer's contribution

Types of premiums

Redistribution (intentional)

Risk pooling

Risk equalisation

Number of deliverers of benefits (payers)
Legal nature of deliverers

Integration of providers and deliverers

=8 =4 =4 4 4 -4 -8 a8 -4 a8 - a8

Some of these features are essential for discriminating among health schemes, while others
are simply descriptive. Some criteria are drawn from the OECD publications, while others
are new.

The first broad distinction is between health schemes that involve risk transfer or not and
hence rely on direct payments. Out-of-pocket payments and medical savings accounts, for
example, do not foresee risk transfer. Other crucial distinctions lay between the mode of
participation (compulsory vs. voluntary), the entitlement to benefits (e.g. citizenship,
occupational status, individual contract, membership of a mutual association), the choice of
insurer vs. the assigned membership, and the coverage of the population (e.g. universal,
categorical, individual).

With reference to the financial dimension, the basic distinction passes between financing
mechanisms that are compulsory, and therefore based on income redistribution, and those
that are not. Income-related taxes or social contributions involve an intentional
redistribution between high and low income groups in the insurance pool, while insurance
premiums (risk- or community-rated), MSA and direct payments do not. The participation of
employers to payment of premiums or social contribution and the types of premiums (risk-
or community- or group-rated) are an additional information. The level of risk pooling and
the presence of a risk equalisation mechanism are further qualifying information.

The number of deliverers of benefits (single or multiple payers) and their legal nature are
another piece of information that is fundamental to discriminate between the health
schemes and to ascertain whether a scheme is public or private.

13



42. Among deliverers, mutual companies and cooperatives are kept separate from traditional
insurance companies since they are based on the solidarityprinciple (not the profit
motivation) and deliver services in the exclusive interest of their members, who may be
called to supplement funds if the institution runs into deficit. In some cases members hold
the company’s assets and have right to vote on
countries mutual insurance companies do only deliver integrative services (except in
Belgium), while in developing countries cooperatives or community insurance provide
primary coverage. These peculiar characteristics seem sufficient to devise a distinct scheme.

43. Finally, the vertical integration of health care providers into the insurance institution (i.e.
the ownership of hospitals, health centres, etc. by the insurer) is a feature that helps
distinguishing a National health insurance (e.g. in Canada) from a National health service
(e.g. in the United Kingdom) or an IPA-HMO™ from a staff-HMO. In some countries with
national health insurance (e.g. Canada) most hospitals are public, but they pertain to other
public bodies (e.g. the provinces or the municipalities), so that the scheme cannot be
considered as vertically integrated.

Public, private and mixed health schemes

44.To classify a health wvederspeattvessesmrélepant:b!| i ¢c” or “pr

i) the nature of revenues collected, if by law/compulsion or by contract/free choice, and
therefore considered public or private sources of financing;

ii) the legal nature of institutions delivering health benefits and bearing financial risk, if
they are bodies of the public administration or market firms.

The first criterion (compulsion) implies an action of intentionalincome redistribution within
the insurance pool, while risk- or community-rated premiums do not. The nature of the
financing sources can be captured by the method of raising funds. The second dimension is
also important because different deliverers pursue different goals (e.g. welfare vs. profit
maximization), act accordingly (e.g. select risks or not) and have different property rights
over the residual (e.g. retain profits or not).

45. In the OECD taxonomy insurance schemes are classified as public or private along one
di mension only, i . e. “the main source of finan
classification are recognised (§ 36). However, when considering the public or private nature
of health schemes, the institutions delivering health benefits do matter, because the goals

15 Independent Practice Association - Health Maintenance Organization
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they pursue, the values by which they are permeated, their behaviour and other features
are very important for policy analysis and should be captured by accounting schemes.

46. The financing criterion considered in isolation might be even misleading in some cases. Take
as an example the Dutch health care system, operating since 2006, where 55% of financing
comes from public sources (50% from social contributions, 5% from government subsidies
for people under 18 years) and 45% from individual premiums®®, and delivery of health
benefits is made 100% by private insurers. According to the OECD criterion this scheme

should be considered as of “Compul sory soci al
i N s u r)snpeche hain source of financing is public. But taking into account also the

private nature of deliverers, it is suggested
as of “Market soci al i nsurance?” .soudcerilbutgener al , W

not the sole) and the deliverers of benefits are private, the current OECD criterion seems
problematic and the insurance scheme cannot be assimilated tout courtto a social security
scheme.

47. Although the OECD criterion has served a useful accounting purpose, it no longer seems
suitable for policy analysis, for which both dimensions are relevant.

48.Iln the OECD Unit 10 Document the category of *

in favour of a wider categomysdtcroemes” “"Compiudis o
page 20) or “Government and compul sory health
“Compul sory private insurance” and possibly *“C

paper suggests that the Taheglotrh escelidethed pudbdn cb
once they have been better specified, and that in some (limited) cases the category of

“mixed” heal th schemes can b epubicorqud-michtearevhen t hose
not applicable.

49. Indeed, in almost all cases —except two —the two perspectives complement (e.g.
compulsorily raised funds and public institutions delivering benefits; or risk-rated premiums
and for profit insurance companies) and a health scheme can easily be classified as public or
private.

50. But when multiple deliverersf different legal naturdi.e. public, quasi public and private)’
operate in an compulsory insurance scheme (e.g. in Slovakia) or in a voluntary insurance
scheme (e.g. in Ireland) it might be complex to decide whether the scheme is public or
private.

1®yvan de Ven W. (2008), Subsidizing mandatory private health insurance in the Netherlands: how, and
how to proceed?, paper presented at the 7th European Conference on Health Economics, Rome, 24-26 July
2008

71t is worth remembering that the legal nature of deliverers (insurers) has not to do with the nature of
providers of health care: e.g., private insurers may purchase services either from public or private hospitals

15



51.

A similar problem arises when financingis predominantly public(i.e. social contributions and
individual premiums), but all deliverersare private(e.g. in the Netherlands).
In all these cases a criterion and a threshold are needed in order to decide whether the two

dimensions converge towards a quasi-public or quasi private scheme or diverge, so that the
scheme must necessarily be labelled as mixed.

A possible threshold

52.

53.

54,

An empirical threshold can be set at 50,1% either for financing and for the mix of
public/private deliverers. When both dimensions exceed this threshold and converge, the
health scheme can be classified as quasi-public or quasi-private, depending on the situation.
For example, if a compulsory scheme is financed 60% by social contributions and 70% of
benefits are delivered by public insurers, the scheme can be classified as quasi-public. But if
the compulsory scheme is financed 55% by social contributions and taxes and 100% of
deliverers are private the insurance scheme cannot be classified except as mixed.

The combination of the two dimensions with the 50,1% threshold give rise to eight™®
possible situations, in which the health schemes may be classified as quasi-public, quasi-
private or mixed. Only in the cases when 100% of financing and deliverers are public or,
alternatively, private the scheme can be classified as public or private.

Table 3 contains a grid with the 4+2 hypothetical combinations'® and the classification
criteria for the various health schemes. The percentages of financing and deliverers can be
drawn from the suggested new accounting tables 5 (HF1) and 6 (HD1).

'8 Combining the four dimensions (financing: public, private; delivery: public, private) with the threshold
(<50,1%; >50,1%) sixteen situation arise, but eight are symmetric (e.g. 60% public financing and 70%
public deliverers is symmetric to 40% private financing and 30% private deliverers)

19 Only 4 of the possible 8 combinations are shown, just to illustrate the criterion. The other 2 cases indicate
that when financing and delivery are 100% public or private, the health scheme is a completely public or
private
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Table 3 — Criteria for
classifying health schemes as
public, private and mixed

Financing source

public

private

public

100% financing &
delivery public
"~ >50% financing & |
delivery guasi-
public

>50% financing <50%
delivery mixed

Delivering institution

private

<50% financing >50%
delivery mixed

100% financing & delivery
private

>50% financing & delivery
quasi-private

55.

Such i

delivering health benefits.

56.

schemes

will be

These criteria apply both to compulsory (e.g. in Belgium, Netherlands, Switzerland,
Germany) and voluntary (e.g. VHI in Ireland) insurance schemes. However the most frequent
cases concern the compulsory schemes, where a continuum of situations can be observed.

nsurance
dimension in financing (income redistribution) and market competition between insurers in

t er med

A quasi-private insurance scheme is the Swiss health scheme, where mandatory insurance

(with open enrolment and choice of insurer) is financed 88% by individual flat rate
premiums and co-payments and 12% by federal government subsidises to low income

people. All insurers are private, but are (theoretically) prevented from making profits on the

basic insurance®.

57.

On the other hand, a quasi-public insurance scheme is the Slovak one, where mandatory
health insurance is financed through income-related contributions (paid by employers and
employees) and, out of five insurance companies providing coverage, the largest two (79%

of insured) are de factostatutory insurers, since their solvency is guaranteed by the state
and their budget approved by the government™.

58.
described above.

% Beck K., Spycher S., Holly A., Gardiol L. (2003), Risk adjustment in Switzerland, Health Policy, 65: 63-

74

2! European Observatory on Health Care Systems (2000), Health in Transition: Slovakia
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59. In the grid of table 3 financing refers to the phase of collecting revenues, while delivering to
the phase of paying for health services, and hence to expenditure.

A taxonomy of health schemes (sub-systems)

60. Adopting the above criteria, the list of the basic health schemes (or sub-systems) is as
follows (table 2; the numbering follows that of table 2):

Public health schemes

1. Public health & other government programmes
2. National Health Service

3. National Health Insurance

4. Sickness Funds

Mixed health schemdsould be classified also as quasipublicor quasiprivate)

5. Market Social Insurance
12. Mixed Voluntary Insurance

Private health schemes

6. Market Social Coverage (MSA)

7. Employers Self-insurance

8. Voluntary Insurance (with risk-rated premiums)
9

7+8+9+10+11+12 =
. Voluntary Insurance (with community-rated premiums) Voluntary Primary
10. Voluntary Integrated Insurance (with community-rated premiums) Insurance
11. Community Insurance
13. Commercial Integrative Insurance } 13+14 =
14. Mutual Integrative Insurance
15. Consumer-Directed Health Plans (Health Savings Accounts) Integrative Insurance

16. Out-of-pocket and cost-sharing
17. Non profit institutions serving households (NPISH)
18. Corporations health programmes

Other health schemes (public and/or private)

19. Rest of the world programmes

18



The names suggested here are intended to synthesize the main features of each health scheme,

but some labels might be changed to better reflect their distinctive features.

Table 2 displays the main characteristics of each health scheme. In colour, on the rows, are the

two dimensions that are crucial to classify the health schemes as public or private. The list

includes some health schemes that are not considered in the OECD documents (Taxonomy, Unit

10), which are: 1. Public health and other government programmes; 7. Employers self-insurance;

8 Voluntary insurance with risk-rated premiums; 9. Voluntary insurance with community-rated

premiums; 10. Voluntary integrated insurance; 12. Mixed voluntary insurance; 13. Commercial

integrative insurance; 14. Mutual integrative insurance.

A short comment can explain the reasons for the identification of these models.

61.

62.

63.

1) Public health and other government programmes
In many (all?) countries the government allocates funds for public health programmes,

prevention, immunization, mental health, substance abuse, etc. It seems useful to separate
financing and expenditure for these programs from other public insuranceprograms (e.g.
Veterans Administration in the USA), that may be run by the same central or federal
administration.

2-3-4) National Health Service, National Health Insurance, Sickness Funds
As discussed earlier, the basic difference between the NHS and the NHI lies in the

integration of public providers into the national insurance scheme. From the other side, the
NHI scheme is different from a system of public Sickness Funds in that entitlement is based
on citizenship (not on professional status), coverage is universal and health benefits are the
same for the entire population. A system of Sickness Funds may become universal, defacto,
but it is not intended to be such. Furthermore a NHI scheme is usually financed through
general taxation, so that (a) the burden of financing is spreads across all income groups and
(b) the taxation process does not require a separate process, as it is with Sickness Funds.

4-5-6) Sickness Funds, Market Social Insurance, Market Social Coverage
Sickness Funds (or Compulsory social insurance in the OECD terminology) differ from Market

Social Insurance in that financing and deliverers are public, while in the second case
deliverers are private and public and financing is partly public and partly private or even fully
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64.

65.

public (e.g. in Belgium, Slovakia). In a strict sense a Market Social Coverage, based on
medical savings accounts (e.g. in Singapore), is not an insurance scheme as there is no risk
transfer nor risk pooling. But the scheme is compulsory and universal, the government may
intervene with subsidies for the low-income groups (e.g. Medifund) and other insurance
schemes complement the basic scheme (e.g. Medishield for catastrophic illness).

7) Employers seihsurance
Self-insurance is a risk management method by which employers set aside an actuarial

amount of money to compensate for future health care costs of their employees. Self
insurance is similar to insurance, in concept, but direct funding by employers reduces
administrative costs and benefits from tax deductibility®’. Self-funded plans are more
common in large firms, where risk pooling is easier. In the USA it is estimated that 55% of
workers are in (partially or completely) self-funded health plans®. Employers typically
contract with a third-party administrator or insurer to provide administrative services for
the self-funded plan. Although the types of coverage offered by employers are the same as
those of insurance companies (e.g. conventional, HMO, PPO, POS, etc.) it seems usefu) for
analytical purposes, to have a separate evidence of these health plans.

8-9-10-12) Voluntary Insurance with ristated or communityrated premiums, Volunty
Integrated Insurance, Mixed Voluntary Insurance
Voluntary (often labelled as Private) Insurance schemes may differ for the types of

premiums charged, that can be related to the individual probability or the community
probability of illness occurring. In the second case the insurance scheme contains an
element of solidarity between generations, in that the elderly pay the same premium as the
younger. These two schemes have been already proposed by the OECD Unit 10 Document.
Another usefulcategory could be the Voluntary Integrated Insurance scheme, that differs
from the previous two in that providers of health care (e.g. hospitals) are owned by the
insurer. This is the case, in the US, for the group or staff-HMOs**.

Mixed Voluntary Insurance is a substituteinsurance that is present in some countries (e.g.
Ireland, Australia), where policies are offered both by private and statutory (quasi-public)

carriers.

22 Gruber J. (2000), Health insurance and the labour market, in Culyer A.J, Newhouse J.P, Handbook of
health economics, vol. 1a, North Holland, Amsterdam

% The Kaiser Family Foundation and the Health Research and Educational Trust (2008), Employer Health
Benefits. 2008 Annual Survey, http://ehbs.kff.org.

2 For instance, in the USA the Kaiser Permanente has 8.7 million insured and a turnover of 34 bn $, the
equivalent of the total health expenditure of many less developed countries
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66.

67.

68.

11) Community Insurance
In developing countries, voluntary or compulsory participation in a community-based

insurance scheme, managed by cooperatives or mutual organisations, sometimes subsidised
by the government, is becoming an increasing form of protection against the financial risks
caused by sickness. This is mainly a primary or substitute insurance. A growing body of
evidence exists on this topic®>. Community insurance schemes can take many forms, but
they are based on the solidarity principle among the community members (as the early
friendly societies in the nineteen century) and the active participation to the relevant
decisions of the insurance organization. This makes different the community insurance,
provided by mutual associations, from commercial insurance and it seems usefulto have a
separate scheme in the accounting tables.

13-14)Commera@l Integrative Insurancéylutual Integrative Insurance
Private insurance companies often sell complementary or supplementary policies together

with the principal coverage. Whenever possible, such scheme should be kept separate from
the primary coverage.

Today in developed countries mutual insurance organizations only provide supplementary,
complementary or duplicate services. The only country where mutual companies provide
the principal coverage is Belgium, but financing comes through social contributions, paid by
employers and employees, and the scheme can be considered as of Market Social Insurance.
However it seems usefulto have a separate health scheme, given the peculiar nature of the
mutual organizations.

15) Consumer-Directed Health Plans (Health @vings Accounts)
In recent years consumer-directed health plans (CDHP)* in the USA have gained ground and

an estimated 8% of employees are enrolled in such plans in 2007”’”. They comprise health
reimbursement arrangements (HRA) and health savings accounts (HSA)*. These plans
establish tax-exempt savings accounts that consumers can use to pay out-of-pocket medical
costs and are combined with high deductible health insurance plans. They are intended to
encourage consumers to become more prudent purchasers and reduce costs of health care.
Although HSA are coupled with an insurance with high deductibles, they are not per sean

% For example, Commission on Macroeconomics and Health (2002), Mobilization of domestic resources
for health . The Report of Working Group 3, WHO, Geneva; and Ekman B., Community-based health
insurance in low-income countries: a systematic review of the evidence, Health Policy and Planning, 19

(5):

249-270

% Also called high-deductible health plans with a savings option (HDHP/SO)

%" Claxton G. , Gabel JR, DiJulio B. et al. (2008), Health benefits in 2008: premiums moderately higher,
while enrolment in consumer-directed plans rises in small firms, Health Affairs, w492

% Barry CL., Cullen MR, Galusha D. et al. (2008), Who chooses a consumer-directed health plan?, Health
Affairs, 27 (6) 1671-
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insurance scheme and it seems usefulto consider such new scheme in the health accounts.
It differs from the Market Social Coverage scheme (MSA) in that the participation is
voluntary, even if the plan is offered by the employer.

69. 16) Outof-pocket and cossharing
Under this scheme are included direct payments by patients (households) for the services

purchased either by free choice from a health care provider or by a contractual arrangement
of the insurance scheme (deductibles, co-payments, coinsurance etc.). Although in principle
the two types of financing should be recorded separately, it might be extremely difficult to
do so. Furthermore, OOP payments — like voluntary insurance — can be for the primary cover
against the major sickness risks (e.g. in developing countries) or for the integrative cover, as
in most OECD countries. This kind of information is extremely difficult to collect.

70. 17-18) NPISH and corporations health programmes
In parallel with the government health programmes, also direct provision of health services
by non profit institutions serving households (NPISH) and by corporations providing some
medical services (e.g. occupational health services) must be considered as separate schemes,
although their relative importance is quite modest.

71. 19) Rest of the world programmes
This scheme includes donations by governments, non-governmental organisations (NGO)

and other private institutions, either in the form of monetary transfers or direct provision of
health services.

72. All these distinct health schemes —and perhaps some others, less known, existing in
developing countries® — can help to improve policy analysis. However it is acknowledged
that collection of statistical data for the accounting tables might be difficult. If such health
schemes are deemed to be too many or it is too difficult to collect quantitative information
for each scheme, it is always possible to merge some of them.

73. Indeed, for classifying the HCS it seems useful to group together the different typologies of
voluntaryhealth insurance schemes, ranging from 7 to 12 (from employers self-insurance to
mi xed voluntary insur ance) volumatyerimaryhsaithn gl e maj or
insurance” . The same can be done for the integratiyv
commercial and mutual integrative schemes can be merged into a single aggregate
“integrative health insurance” s c h e me .

# E g. health schemes financed through micro-credit or remittances from emigrants
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74. In classifying the health schemes of the real word some flexibility and wisdom are needed,
because the emphasis of a dimension over another might induce a passage from a health
scheme to another (e.g. in the Swiss case). Indeed these theoretical models require to be
adapted to the real world.

Criteria for the classification of health care systems

75. Although some health schemes or sub-systems —from 2 to 6 —are compulsory and
universal, they are not the sole schemes of a country, as there might be other schemes, such
as integrative insurance, out of pocket payments and services provided by NPISH. This again
calls for some criteria to decide (i) which is/are the scheme(s) that prevail in a country and
characterise(s) the entire country’as health ca
public or private HCS.

The prevailing health scheme(s)

76. The first question can be addressed by looking at the prevailing scheme and to its relevance

in terms of resources mobilised. I f a single s

healthinsurance” (t he schemes ranging from0%oft o 12; se

total financingi n a country, then such scheme character
77. But if no single or aggregate scheme exceeds 50% of total financing, the country has a mixed

HCS, as in the USA where voluntary insurance schemes for primary coverage sum up to 36%

and soci al i nsurance schemes to 45%. This coun

system” or a “voluntary and soci al i nsurance s

78. However some health schemes are not characterising the health care system, because they
are auxiliary to primary insurance (e.g. Commercial or Mutual Integrative Insurance
schemes) or are specific programmes (e.g. government public health programmes). The
health schemes thatcharact er i se a country’s health care sys

Public, private and mixed health care systems

79. Two possible criteria could help classifying the HCS as public or private. The first is the
criterion currently in use (although not codified by any official organisation or document),
that looks at the financing sources and their relative weigh (option A). If the sum of
financing sources for all health schemes is >50% public or private, then the country is said to
have a public or private HCS. The second criterion looks selectively at the prevailing
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scheme(s) and its/their public, private or mixed*® nature, as defined above (option B). The
public or private nature of the prevailing health scheme characterises the global HCS of a
country.Butifnosingl e scheme or the aggregate “voluntar)
mobilises more than 50% of total financing, th

80. According to the option (A), the USA health care system is considered private since 55% of
total financing is private (36% voluntary health insurance, 13% OOP and 6% other funds),
while according to the option (B) it is a mixed HCS.

81. While in the option (A) the HCS of the various countries can be considered only as public or
private, in the option (B) they can also result mixed.

82. According to the option B, therearetwoCc a s e mixed/ f H'CS (i . e. neither pub
private). The first is when no single scheme channels more than 50% of total financing and
the two largest schemes are one private and the other public, as in the USA. The second
case is when a country has a universalistic an
scheme, whose nature is essentially mixed, as in the Netherlands.

83.A speci oplivateordxede KHEHE€S “ i s  writrg with @nly private leealth 0 u
schemes, no single scheme exceeds 50% of total financing (e.g. 35% insurance, 35% MSA
and 30% OOP)(system VIII § 84).

84. The option B is preferred, since it is consistent with the criteria set for classifying the single
health schemes. According to these criteria, seven basic types of health care systems can be
identified, two of which can be further differentiated, resulting in a total number of nine
HCS (table 4). In a continuum of systems, they are®":

Public health systems
l. National Health Service

1. National Health Insurance

M. Social health insurance

Mixed health systems

V. Market social health insurance

% For the case of “Market Social Health Insurance”
*! The numbering reported below follows the one on table 4, that reflects a continuum of systems, while
here the public/private distinction is followed

24



VI. Mixed (social and voluntary) health insurance

Private health systems

V. Market social health coverage
VIl.  Voluntary health insurance
VIIl.  Mixed market health coverage
IX. Direct payments.

The names suggested here are intended to synthesize the main features of each health care

system, but some labels might be changed to better reflect their distinctive characteristics.

85. Table 4 shows the continuumof the health care systems, ranging from a full compulsory
social insurance system to a system with no or minor insurance, based on direct money
payments.

The distinctive features of the health care systems

PUBLIGIEALTH CARE SYSTEMS

86. |. National health service (e.g. UK, Italy)

universal

compulsory

financed by general taxation

single public deliverer of health benefits
integration of (public) providers and deliverers®

= =4 -8 -8 -9

87. Il National health insurance (e.g. Canada, Australia)
1 universal
1 compulsory
1 financed (mainly) by general taxation

¥ Although in some countries (e.g. in UK) the recent reforms have introduced a split of providers and
purchasers (deliverers), the HCS as a whole remains vertically integrated, since hospitals and other health
centres pertain to the same public entity, the NHS
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T single®® public deliverer of health benefits

88. lll Social security (e.g. France)
1 entitlement based on professional or income status
compulsory for the eligible groups
universal de facto
financed by social contributions
multiple public deliverers of health benefits

= =4 —a -8

MIXED HEALTH CARE SYSTEMS

89. IV. Market social health insurance (e.g. Netherlands)

1 universal

1 compulsory

1 financed by community-rated premiums and social contributions
1 multiple, private and public, deliverers of health benefits

1 voluntary for some supplementary benefits

90. VI Mixed (social and voluntary) health insurance (e.g. USA)
1 compulsory for some eligible groups (e.g. the elderly, low-income groups)
1 voluntary for the others
1 financed by payroll taxes and individual premiums
1 multiple private deliverers of health benefits

PRIVATE HEALTH CARE SYSTEMS

91. V Market social health coverage (e.g. Singapore)
M universal
1 compulsory for a basic package of benefits
1 financed by medical savings accounts and individual premiums
1 direct purchase and payment of benefits by the insured

92.VI1 I Voluntary health insurance (e.g...
1 voluntary for all
1 financed mostly by individual premiums
1 multiple private deliverers of health benefits

93. VIl Mixed market health coverage (e.g. developing countries)
1 voluntary for all
1 financed mostly by direct payments and individual premiums (community insurance)

% In a federal country, the national insurance plan may be composed of state / provincial insurance plans
(e.g. in Canada)
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94.

Vi

95.

96.

1 multiple private deliverers of health benefits
9 direct purchase and payment of health care by non-insured

IX Direct payments (e.g. developing countries)
1 no or minimal insurance coverage
9 financed by direct payments (OOP), donations, international transfers

I ACCOUNTING SCHEMES

To describe and classify the health care systems of the different countries it seems
appropriate to have some new aggregate health accounts, in particular for:

1 institutions collecting revenues, by methods
1 institutions delivering health benefits, by legal nature
1 health schemes.

The first two accounting tables seem useful per se because their information is lacking at
present and could be relevant for the policy analysis. Furthermore they provide the
necessary information for classifying the health schemes as public, private or mixed.

The aggregate account is made up of various sectoral flows of funding accounts, as those
displayed in the Annex 6.1 of the SHA Manual 1.0. Attention here is only on the final
aggregate account and the more relevant items of it.

As no longer exists a univocal correspondence between (a) institutions raising funds and
paying for health benefits, as well as between (b) methods of collecting revenues and
institutions raising funds, a two entry table should be conceptually necessary. However this
task can be simplified by showing for each institutions the principal methods of collecting
revenues. Table 5 (HF.1) provides an example of a possible form for collecting this
information.
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97.

98.

99.

100.

101.

102.

103.

The information on the process of raising funds referstothe 1*r ound ( “fi nanci ng”)

T tabl e | tResouwcesc esindet he *

The legal nature of institutions delivering health benefits can be codified according to the
principles of the SNA 93 (see § 61 of the Unit 10 Document). The main criterion is whether
the institutional unit belongs to the government sector or does not. According to this
definition, all spending by public or private institutions is counted as public or private
expenditure. Therefore the relative weigh of institutions delivering health benefits can be
captured by their expenditure. Table 6 (HD.1) shows an example of a possible form for
reporting this information.

The information on the legal nature of institutions delivering health benefits can be

collectedonthe2™r ound (“delivering” or “payssig”)

side.

The same information, concerning total spending by public or private institutions, could be
split, for analytical purposes, into various functions, according to the functional
classification of health care (ICHA-HC).

A health scheme is represented, in a policy analysis perspective, by this couple of
information, one regarding the methods and the relative weigh of the institutions
collecting revenues (financing) and the other the relative weigh of payers for health care
(expenditure). Table 7 shows how information could be organised to describe the financial
structure of the different health schemes and to help classifying them as public, private or
mixed. It matches the information of the 1% (Resources) and the 2™ round (Uses).

The way of presenting the information on health schemes is highlighted on table 7 (HS.1),
where the origin of funds and their destination can be read.

A practical example can highlight how the different health schemes should be represented,

in particular, the so c ashenegaccorfingiothaQE@® c ompul s

terminology.
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Classification of *“Compul sory private in
schemes (Market social health insurance)

(percentages)
FINANCING DELIVERY or
EXPENDITURE
(Resources) (Uses)
1* round 2" round
public | private | public | private
Switzerland 12 88 - 100
Netherlands 55 45 - 100
Slovakia 100 - 79 21

Source: Estimates from the available information

The Swiss compulsory health scheme can be considered as quastprivate, since it is
financed 88% by community-rated premiums and health benefits are delivered by private
insurance companies. On the other side, the Slovak scheme is quasipublicas most of
financing (79%) and all deliverers are public. The Dutch health scheme is, from the
financing side, predominantly public, while, from the delivery side, completely private and
therefore cannot be considered but as mixed

104. It is acknowledged, however, that these tables (HF.1, HD.1, HS.1) are not accounting tables,
in a technical sense, but rather conceptual grids, that could be used to record financial
data, if these are available in a such detailed way.

105. This new two-dimensional way of representing the health schemes through the accounting
tables is ®"atypical?”, i f compared with the curt
extremely useful—f r om a u s e r—fosthepditicat apaysis bf the different
health schemes and systems
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V1T CONCLUSION

106. This paper aimed at two main objectives: the first to suggest a taxonomy of the different
health schemes, based on some key dimensions; the second to propose how it could be
possible to classify the health schemes and the health care systems as public or private.
The traditional dichotomy between public and j
with the introduction ofthec at egory “ mi xed”, for the few case
The classification of the health schemes and systems is of paramount interest for the policy
analysis and the scientific community.

Whether the suggested approach has succeeded and is convincing or not it is open to
discussion.
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Table 1 - List of institutions collecting revenues, delivering benefits, methods of collecting revenues and health schemes

1. Institutions collecting revenues

2. Methods of collecting revenues

3. Deliverers of health benefits (Payers)

4. Health schemes (sub-systems)

[

11
12
13

w N

a1

51
5.2
5.3

(=)

© o~

Public institutions
Government
Central government
State/Provincial govenment
Local/Municipal government
Sickness Funds
Quasi-public (statutory) insurers
Private institutions
Employers self-ensuring
Private insurance companies
for-profit
non profit
mutuals and cooperatives
Medical savings accounts
Households
Private companies (other than insurance)
NPISH

=

11
12
13

w N

© 0N 0D

11
1
13

N

Public revenues

Taxes
Cetral/Federal taxes
State/Provincial taxes
Local/Municipal taxes

Social contributions

Other public revenues

Private revenues

Actuarial premiums (*)

Risk-rated premiums (*)

Community-rated premiums (*)

Group-rated premiums (*)

Health savings accounts (*)

Cost-sharing

Prices

Health services (provisions in kind)

Transfers & in kind servics to RoW

Other private revenues

11
1.2
13

gD oW

Public institutions
Government public health programmes
Central government
State/Provincial govenment
Local/Municipal government
National Health Service
National Health Insurance
Sickness Funds
Quasi-public (statutory) insurers
Private institutions
Employers self-ensuring
Private insurance companies
for-profit
non profit
mutuals & cooperatives
Medical savings accounts
Households
Private companies (other than insurance)
NPISH

B WN -

Public health schemes

Public health & other government programmes
National Health Service

National Health Insurance

Sickness Funds

Mixed health schemes

Market Social Insurance

Mixed voluntary insurance

Private health schemes

Market Social Coverage

Employers Self-insurance

Voluntary Insurance with risk-rated premiums
Voluntary Insurance with community-rated premiums
Voluntary Integrated Insurance

Community Insurance

Commercial Integrative Insurance

Mutual Integrative Insurance
Consumer-Directed Health Plans (HSA)
Out-of-pocket and cost-sharing

Non profit institutions serving households (NPISH)
Corporations health programmes

Other schemes (public and/or private)

Rest of the world programmes

Notes: Private and public institutions collect
revenues also for the rest of the world
programmes

Notes: (*) For compulsory and
voluntary insurance, for primary and
integrative coverage

Notes: A more detailed list is presented on
table...
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Table 2 a- THE MAIN CHARACTERISTICS OF HEALTH SCHEMES (SUB-SYSTEMS)

CHARACTERISTICS GOV.MENT SOCIAL HEALTH INSURANCE
PROGRAMS
PUBLIC MIXED
Public health &| National Health | National Health Sickness Market Social
other Service Insurance Funds Insurance
programs
1 2 3 4 5
* Risk transfer (prepayment) no yes yes yes yes
* Participation compulsory compulsory compulsory compulsory compulsory
Entitlement citizenship citizenship citizenship occupation citizenship
* Coverage (extent) universal universal universal categorical® universal
Choice of insurer - no no nolyes yes
* Financing (fund raising) general income taxes income taxes/ wage-related income taxes,
taxation contributions  contributions premiums
* Nature of funds public public public public public/private
Employer's contribution - no yes yes no /yes
* Types of premiums - - - - community-r.
* Redistribution (intentional) - yes yes yes yes
Risk pooling - national state/region fund -
* Risk equalisation - national state/province no yes
* Deliverers of benefits (payers) - single single multiple (multiple)
* Nature of deliverers? public public public public public/private
* Integration of providers and - yes no no no
deliverers (or limited) (or limited)

Notes: (*) Essential characteristics for discriminating among health schemes
(1) Complementary, supplementary and duplicate insurance
(2) Ownership of the deliverer
(3) It may be universal de facto
(4) Insurees may own the company
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Table 2 b- THE MAIN CHARACTERISTICS OF HEALTH SCHEMES (SUB-SYSTEMS)

NO INSURANCE

deliverers

CHARACTERISTICS S. H. I VOLUNTARY HEALTH INSURANCE
COVERAGE | PRIMARY INSURANCE INTEGRATIVE INSURANCE®]
PRIVATE MIXED PRIVATE
Market Social |Employers self Voluntary Insurance Community Mixed voluntary | Commercial Mutual Health Out-of- NPISH, Rest of the
Coverage insurance risk-rated community rated premiums insurance insurance Integrative Integrative savings pocket, | corporation world
premiums non-integrated | integrated Insurance Insurance accounts | self pay programs | programmes
6 7 8 9 | 10 11 12 13 14 15 16 17-18 19
* Risk transfer (prepayment) no yes yes yes yes yes yes yes yes no no no no
* Participation compulsory voluntary voluntary voluntary voluntary voluntary voluntary voluntary voluntary voluntary voluntary  voluntary voluntary
Entitlement citizenship occupation contract contract contract membership contract contract membership  savings payment discretionary discretionary
* Coverage (extent) universal categorical categorical categorical categorical community categorical group group individual individual groups community
Choice of insurer - nolyes yes yes yes yes yes yes yes - - - -
* Financing (fund raising) income-related actuarial risk-rated  community rated community rated  community r.  risk, community-r.  risk, group, group income- monetary provision of  donations,
savings, premiums premiums premiums premiums premiums, premiums community-r. premiums related payments health transfers
subsidies, subsidies premiums savings services
premiums
* Nature of funds private private private private private private private private private private private private public/private
Employer's contribution yes yes no no no no no no no /yes yes - yes/no -
* Types of premiums - actuarial risk-rated community r. community r. community r.  risk, community-r.  risk, group, group-r. - - - -
premiums community-r.
premiums
* Redistribution (intentional) no no no no no no no no no - - - -
Risk pooling no company insurer insurer insurer community insurer insurer insurer - - - -
* Risk equalisation no no no no no - - - no - - - -
* Deliverers of benefits (payers) (multiple) single/multiple multiple multiple multiple multiple multiple multiple multiple - - -
* Nature of deliverers? private/public private private private private private* public/private | private private* private private private public/private
* Integration of providers and no no no no yes no no no no - - - -

Notes: (*) Essential characteristics for discriminating among health schemes

(1) Complementary, supplementary and duplicate insurance

(2) Ownership of the deliverer
(3) It may be universal de facto
(4) Insurees may own the company

33




Table 4 - MODELS OF HEALTH CARE SYSTEMS

SOCIAL HEALTH INSURANCE S.H. VOLUNTARY HEALTH INSURANCE NO
COVERAGE INSURANCE
UNIVERSAL CATEGORICAL INDIVIDUAL
PUBLIC MIXED PRIVATE MIXED PRIVATE
Models of Health | National | National | Sickness | Market |Market Social| Mixed health [Voluntary H. Mixed Direct payments
care systems Health Health Funds | Social H. | H. Coverage insurance Insurance | Market H. (donations &
Service |Insurance Insurance Coverage no/minor h.
insurance)
I Il 1 v V VI VI VIII IX
Characterising ! ! ! ! ! ! 117.8-9-10-11"
scheme(s) (ref.to|l 2+ 3 . 4 . 5 6 : 4:‘8‘11;'?;9' '7-8:9-10-111  and15 1 15and/or 16
table 2) : ; ; ; ; __ ; | and/or 16 |
Criterion: the National : National : Social : Market :Market Social: Sickness :Voluntary H.: Voluntary H. : Direct payments
scheme(s) Health | Health | Security | Social H. | H. Coverage « funds+ | Insurance , Insurance +, and/or HSA
sum(s) up >50% | Service |Insurance H. | Insurance | . Voluntary h. . Direct 1 (and minor
of total financing I 1Insurance I 1 insurance 1 payments voluntary
; | | | | ; . and/or HSA | insurance)
1 1 1 1 1

Notes: Voluntary health insurance refers to primary insurance
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Table 5 (HF.1) - AGGREGATE ACCOUNT OF INSTITUTIONS COLLECTING
REVENUES BY METHOD OF FINANCING (1st round) (RESOURCES)

Suggested | AGGREGATE ACCOUNT OF INSTITUTIONS COLLECTING Values

code REVENUES (1st Round) (RESOURCES)
HF.1 General govemment (excluding Social security)
HF.1.1 Central government
taxes
social contributions
HF.1.2 State/provincial government
taxes
social contributions
HF.1.3 Local/municipial government
taxes

social contributions

HF.2 Social security

HF.2.1 Sickness funds

social contributions

HF.3 Quasi-public (statutory) bodies

HF.3.1 Quasi-public (statutory) bodies

community-rated premiums (primary or integrative)

HF.4 Private insurance companies

HF.4.1 Employers self-insuring

actuarial premiums (primary)

HF.4.2 For-profit insurers (*)

risk-rated premiums (primary)

risk-rated premiums (integrative)

community-rated premiums (primary)

HF.4.3 Non-profit insurers (*)

risk-rated premiums (primary)

risk-rated premiums (integrative)

community-rated premiums (primary)

HF.4.4 Mutuals and cooperatives (*)

community/group-rated premiums (primary)

group-rated premiums (integrative)

HF.5 Other private collectors or funds

HF.5.1 Health savings accounts

Health savings accounts (primary)

HFE.5.2 Households

out-of-pocket payments

cost-sharing

HF.5.3 Non profit institutions serving households

provision in kind of health services

money transfers

HF.5.4 Corporations providing health services
provision in kind of health services
HF.6 Rest of the world

HF.6.1 Rest of the world

money transfers from governments

money transfers from NGOs

provision in kind - public bodies

provision in kind - private bodies

TOTAL

NB: For all collectors of funds "other revenues" can be added
Integrative insurance includes supplementary, complementary and duplicate insurance
(*) Give separate evidence for vertically integrated deliverers
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Table 6 (HD.1) - AGGREGATE ACCOUNT OF INSTITUTIONS DELIVERING
HEALTH BENEFITS BY LEGAL NATURE (2nd round) (USES)

Suggested AGGREGATE ACCOUNT OF INSTITUTIONS DELIVERING Values
code HEALTH BENEFITS (2nd Round) (USES)
HD.1 General govemment

HD.1.1.1 Central government: public health programmes

HD.1.1.2 State/provincial government: public health programmes

HD.1.1.3 Local/municipial government: public health programmes

HD.1.2.1 National Health Service: central

HD.1.2.2 National Health Service: regional

HD.1.2.3 National Health Service: local

HD.2 Social security

HD.2.1.1 National Health Insurance: central

HD.2.1.2 National Health Insurance: state/provincial

HD.2.1.3 National Health Insurance: local

HD.2.1.1 Sickness funds: central

HD.2.1.2 Sickness funds: state/provincial

HD.2.1.3 Sickness funds: local

HD.3 Quasi-public (statutory) bodies®
HD.3 Quasi-public (statutory) bodies

HD.4 Private insurance companies®
HD.4.1 Employers self-insuring

HD.4.2.1 For-profit insurers: non-integrated

HD.4.2.2 For-profit insurers: integrated

HD.4.3.1 Non-profit insurers: non-integrated

HD.4.3.2 Non-profit insurers: integrated

HD.4.4.1 Mutuals and cooperatives: non-integrated

HD.4.4.2 Mutuals and cooperatives: integrated

HD.5 Other private deliverers of benefits
HD.5.1 Consumer-directed health plans (Health savings accounts)
HD.5.2 Households
HD.5.3 Non profit institutions serving households
HD.5.4 Corporations providing health services
HD.6 Rest of the world
HD.6.1 Rest of the world
TOTAL

Integrative insurance includes supplementary, complementary and duplicate insurance
Notes: (1) Primary insurance. For integrative insurance a row must be added for each type of insurer
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Table 7 (HS.1) - AGGREGATE ACCOUNT OF HEALTH SCHEMES

Suggested
code

HEALTH SCHEMES

FINANCING DELIVERERS
(1st round) (2nd round)
RESOURCES USES
Public Private Public Private

PUBLIC HEALTH SCHEMES

HS.1 Public health & other government programmes
HS.2 National Health Service
HS.3 National Health Insurance
HS.4 Sickness Funds

MIXED HEALTH SCHEMES
HS.5 Market Social Health Insurance
HS.12 Mixed Voluntary Insurance

PRIVATE HEALTH SCHEMES
HS.6 Market Social Coverage (MSA)
HS.7 Employers Self-insurance
HS.8 Voluntary Insurance (with risk-rated premiums)
HS.9 Voluntary Insurance (with community-rated premiums)
HS.10 Voluntary Integrated Insurance
HS.11 Community Insurance
HS.13 Commercial Integrative Insurance
HS.14 Mutual Integrative Insurance
HS.15 Consumer-Directed Health Plans (Health Savings Accounts)
HS.16 Out-of-pocket and cost-sharing
HS.17 Non profit institutions serving households (NPISH)
HS.18 Corporations health programmes

OTHER HEALTH SCHEMES (PUBLIC AND/OR PRIVATE)
HS.19 Rest of the world programmes

TOTAL

Integrative insurance includes supplementary, complementary and duplicate insurance
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