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Abstract: The purpose of this review is to study the way of financing of the Romanian and Greek health system .For that purpose we are
doing a general reference to the way of financing of health systems, and then a reference on ways of funding of Health Care system
in Greece and Romania. The concept of financing can be identified as the need to find resources and sharing them. In the case of health
systems, the concept includes the origin of sources, methods of financing, the management of sources and finally the criteria of their
allocation. The scope of this paper is to analyze the way of financing of both health systems.
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1. Introduction

The way a health system worksis determined essentially by the way it is financed and organized, including the
collection and use of funds. Theoretically, financial support can be improved by several measures: limiting access to
services, reduce service quality or increase the share of private financing. None of this however is not desirable from a
social perspective.

(Cristina Dobos,2008)

Sources of financing are divided into public and private. Public sources are the state budget (direct, indirect, special
tax) and compulsory social insurance (contributions of employees,) . Private sources of funding are as follows: the
private insurance, donations and charity (World Health Organization, Organization for Economic Cooperation and
Development OECD, European Union, EU, World Bank) and family income in the form of direct, informal payment. The
methods of financing of hospital services in both countries , in general, are as follows : 1. the daily hospital fee (closed,
open or flexible),2. payment per transaction (fee for services), 3. global budgets 4. the homogeneous diagnostic groups
(diagnostic related groups, DRGs) and 5.the compensation per case of hospitalization. Some common problems of the
financing of the health system of both countries are as follows: 1. the inequitable distribution of funds, 2. Insufficient
coordination between different sources of funding 3. the efficiency

2. Research methodology

The Greek and international bibliography has been reviewed, and in particular papers on the swot analysis of health
systems published during the last ten years via PubMed and Science Direct. The keywords that were used are: Health
system, methods of financing, sources of financing, comparative analysis.

3. Financing of Healthcare System
3.1. Results obtained

Financing a health care system refers to the way in which the funds necessary to the development of the sanitary field
activities are being collected. In literature there are seven forms of health sector funding mechanisms. They are through
tax revenue in government budgets; social insurance; medical saving account (MSA); private-financing or out-of-pocket
payments; private insurance; external (aid) assistance through bilateral or multilateral agreements; and philanthrop.

Greek health system can be characterized as a mixed health system. The supply sight is organized on the the model
Beveridge, on the demand system is organized according to Bismarck model.

Bismarck Model or “Sickness Funds” .Employers and employees fund national health insurance through compulsory
payroll taxes. Insurance companies are private entities but are required to be non-profit and are heavily regulated
especially with respect to fees and medical services. They are not allowed to exclude people for pre-existing conditions
nor drop anyone if they develop an illness. Health providers and hospitals are largely private. Patients pay small co-pays
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for their health care. Patients can buy secondary insurance coverage for services not provided by through the national
health system such as a private hospital room. In this model, there are many private insurance companies therefore it is
referred to as a multi-payer system. Germany and Switzerland use this model.

Beveridge Model or “Socialized Medicine Model” In this system, the health care is provided and financed by the
government through taxes. There are no medical bills for patients. Medical care is treated as a public service like public
education or the fire department. Hospitals are owned by the government and many doctors who are specialists are
employees of the government. Most primary care doctors are private practitioners who are paid by the government and
receive bonuses for keeping their patients as healthy as possible. England and Spain use this model. In the United States
the Veterans Administration is an example of this socialized medicine model.

There are generally five primary methods of funding health care system(Sherry A,2008)
general taxation to the state, county or municipality

social health insurance

voluntary or private health insurance

out-of-pocket payments

donations to charities

arwdnd -~

1. General Taxation .General taxation refers to both direct and indirect tax receipts collected by government to fund

among other things healthcare.

Advantages:

+  General taxation is regarded as being highly efficient, delivering strong cost containment

It forces prioritisation through what are typically overall cash-limited health care budgets set by the government and
allows trade off of spend on health care with other public health priorities such as education or reducing poverty

«  Ensures universal access to services irrespective of ability to pay.

*  Low administrative costs

« Tax financing can help individuals in difficult times when they are less able to afford out-of-pocket payments or
private insurance.

«  Because it draws revenue from a wide base, it helps to minimize distortions in particular sectors of the economy.
Disadvantages:

+  The government has both a strong incentive and the capacity to control costs which could result in poor services

+  Because the service is free at the point of use it can encourage overuse and high expectations

* Reliance on general tax financing can leave a health system vulnerable in times of economic and fiscal difficulties.

« The degree of individual choice tends to be relatively limited, although this is being remedied under Choose and
Book.

2. Social Insurance Definition: social insurance is a system where employers and employees make contributions which
are compulsory, and premiums are underwritten by the state for high risk and non-employed groups.

National Insurance is a form of social insurance, although in practice is part of general taxation. People generally have to

pay for services then make a claim afterwards, and re-imbursement may not be complete.

Advantages:

«  Funding of health services tends to be removed from the political arena

« A system of payment and retrospective claim may limit demand

+  Payment by employers may act as incentive to health and safety if they are penalised for ill health

+  Non-profit making so all money paid in goes on either administration or health care.

+ As with tax-financed systems, access to health services is typically universal or near universal and not based on
ability to pay.

Disadvantages:

« May not limit demand as there is an element of getting value for the contribution paid

« There is generally little scope for expression of individual choice.

* May deter employers from taking on sick or disabled employees

* A high proportion of demand is not covered (elderly, unemployed, chronically sick, children) and therefore substantial
amount of state underwriting remains
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+  Claims scheme may be complicated and deter genuinely sick from seeking help, particularly in conditions such as
HIV, psychotic mental illness

«  Social insurance contributions are raised from a narrower base than general taxation, with the costs falling mainly on
employers and employees rather than the wider group of taxpayers. This may lead to economic distortions and
disincentives as the revenue base is more concentrated on employment.

+ Social insurance systems can also be vulnerable to periods of economic downturn which can result in reduced
revenues into the sickness funds

« Social insurance is not as progressive as general taxation and may be regressive if the sickest groups have to pay
highest premiums.

* Responsibility for funding preventive and public health services is unclear

*  High earners may be allowed to opt out in favour of private schemes which depletes the social insurance scheme of
funds

+ Patients may shop around and see several doctors until they get what they want, increasing demand without
increasing benefit.

3. Private Medical Insurance, Definition: private insurance is run by companies, usually for profit, and contributions are
paid by individuals.

Advantages:

«  Weighting of premiums according to use means that there is a deterrent effect on demand.

+  Countries offering this system spend a high proportion of GDP on health care

+  The costs of every aspect of care are made more explicit

* Insurance companies may manage care to ensure only effective forms of treatment are used
Disadvantages:

« Those who need insurance most often cannot afford it e.g. poor, chronic sick

«  Employers often offer this as a benefit, leading to double disadvantage for unemployed

« May increase demand as people seek to get what they pay for

«  Preventive services may lose out in funding terms to acute/curative services

« There still needs to be a system to cover those who cannot afford insurance

+ There still needs to be a system to cover public health and preventive programmes

* Not all the money that is paid in goes on health care - profit motive.

+  People have to seek prior approval for spending, even in emergency situations

+  People will shop around until they get what they want - demand may increase among some sectors.

4.User 'pays out-of pocket' Definition: there are two forms of user charges:

a) those that top up funding from other sources (general taxation or various insurance schemes) e.g. prescription

charges, or charges for dental treatment and eye examinations.

b) those that cover the entire cost of treatment.

Advantages:

+ Can help to encourage a more responsible use of resources by limiting wasteful and unnecessary activity because
people think before spending their own money on health care

+  People do not spend money on food or heating while in hospital, so charges do not penalise people if they are used
as top-up.

Disadvantages:

*  People who most need service cannot afford to pay (inverse care law)

* Many people will cover themselves with private insurance leaving those who cannot afford charges doubly
disadvantaged

+  Where full user charges exist (e.g. US, although the US has Medicare, Medicaid and Veterans Administration) the
proportion of GDP spent on health is high, but the public health benefits are questionable.

« There tend to be a large number of exemptions requiring funding from general taxation (e.g. children, elderly, chronic
sick, certain conditions).

+  People with stigmatising conditions, or those where insight into their health problems (such as HIV, GU infections,
psychotic mental illness) may be deterred from seeking help.

*  Preventive services may lose out in funding terms to acute/curative services
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Public financing in Greece and Romania is based on social insurance and tax. The primary source of revenue for the
social insurance funds is the contributions of employees and employers. The state budget, via direct and indirect tax
revenues, is responsible for covering administration expenditures, funding health centres and rural surgeries, providing
subsidies to public hospitals and insurance funds, investing in capital stock and funding medical education. The third
important source of health care financing is private expenses, taking the form mainly of out-of-pocket payments for
services not covered by social insurance, payments for services covered by social insurance but bought outside the
system for reasons related to time, cost and quality, co-payments and various payment made unethically for reasons
such as bypassing waiting lists or ensuring more attention on the part of the doctor. Private expenses also can take the
form of private insurance schemes, which are, however, of limited importance.

On the other hand as in most countries, Romania has a mix of compulsory and voluntary elements of finance but the
dominant contribution mechanism since 1998 has been social insurance. Health funds derive primarily from the
population (, the most part through third party payment mechanisms (social health insurance contributions and taxation)
but also by out-of-pocket payments (co-payments and direct payments). Social insurance contributions are collected by
the Fiscal Administration National Agency of the Ministry of Finance (or in the case of the self-employed by the DHIFs).
Taxes are also collected by the Ministry of Finance and then allocated to Ministry of Public Health, which then funds the
DPHAs for public health programmes. Tax funding is also allocated to the NHIF (then to the DHIFs) to cover the social
insurance contributions of the non-employed and exempt population groups. The Fiscal Administration National Agency
allocates the social insurance revenue to the NHIF, which then distributes to the DHIFs based on a formula of risk-
adjusted capitation.(Criatian vladescu,Gabriela scintee, Victor Oslavsky, 2008).Comparing the two Ways of financing we
can say that:

1.The public insurance system in both countries, either through general taxation or compulsory social insurance
premiums, is a very efficient mechanism to redistribute income from the healthy or high income groups to the unhealthy
or low income groups. The economic burden of the health care system is collectively shared according to the ability of
the citizens. No one in countries with public insurance system lives in fear of economic ruin following in-patient treatment
for a catastrophic illness and more importantly no one needs to depend on charity.(Balasubramaniam,2001).

2.The most important function of the State is regulation. Formulation and implementation of statutory legislation
related to financing methods, organisation and functioning of the financing organisations, payment of providers and a
global budget have been the central features of a successful health care system.

3. Creece and Romania finances through general taxation but has a mixture of private and public hospitals and its
physicians practice as independent entrepreneurs. Most countries with compulsory health insurance have a mixture of
public and private providers. The private providers include not-for-profit and for-profit hospitals.

Health expenditure

Health services in Greece are funded almost equally by public and private sources. Public expenditure is financed by
taxes (direct and indirect) and compulsory health insurance contributions (by employers and insured persons). Voluntary
payments by individuals or employers represent a very high percentage of total health expenditure (more than 42% in
2002), making the Greek health care system one of the most “privatized” of the EU countries.

In 2006, Greece’s expenditure on health was 9.5% of gross domestic product (GDP)(table 2,3), with a per capita
expenditure in US$ PPP (purchasing power parity in US dollars) accounting for 2547 USD .(Who 2009).

Table 2 -
Total expediture oh health as% of the gross | General government expenditure on health as % of
domestic product 2006 total expenditures on health
Greece 9,5 62%
Romania 45 76,90%
Source: WHO 2009
Table 3 -
Total expediture oh health as% of the gross
domestic product 2006 private expediture
Greece 95 38%
Romania 45 23,1%

Source: WHO 2009
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Figure 1. The mode of funding (public and private) of the health system in European countries.

In Figure no. 1 is shown the mode of funding (public and private) of the health system in European countries. As you we
can see, the most economically developed countries allocate appropriate amount of money for the health system. This is
absolutely necessary to ensure health services at the highest level. By providing high quality of health services a state
has human resources capable of working at the highest level of quality and quantity.

The more the number of people who are not able to work temporarily or permanently (are sick) the higher is the
chance to obtain higher efficiency decreases. This is a very good reason for increase expenditures in health services, in
order to have a healthier workforce. It is obvious that some of these funds are allocated for the remuneration of doctors
and salary increases and to motivate and to encourage activity at the highest level.

We should say that a significant impact has had crisis on the public sector, where a large number of people were
dismissed, and some of the additional bonuses were stopped.

Public hospital budgets have been cut by 40%, leaving health services understaffed and short of medical supplies.
The private hospital sector has also been affected, with a 25% to 30% decline in admissions since the onset of the
economic crisis.

The financial crisis has influenced the morale of doctors (demotivated doctors), nurses, and all other medical staff. In
my opinion, this is the most serious consequence. In addition, the general financial predicament the country is facing has
a negative impact in hospital finances (Mosialos, 2002).

Concluding remarks

It is needed a reformation of the way of financing of both countries The starting point for any reform should be careful
analysis of the existing health (financing) system to identify weaknesses or problem areas, combined with understanding
of the contextual factors that may contribute to or impede successful reform. (WHO, 2009) . Policy-makers of both
countries should consider the whole range of health financing functions and policies, rather than focusing on collection
alone (contribution mechanisms).
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