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>> How finance ministries think about health...
Dutch public spending plans: 2011-2015
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Source: The Netherlands Ministry of Health, Welfare and Sport.



The richer you are, the more you spend

Health spending percapita (USD PPP)
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Health spending outpaced GDP growth, 2000-2009

Annual average growth rate in real health expenditure per
capita (20)

1.1
. -

SVK

©
7
¢
p!

<
POL EST
_ < ®
! e ®ore
<@ CrE ’TUR
L 4
— GBR
J NZL
BEL FN:NLD SVN
A OECD L 4
DNK
SWE
MEX
NO
ERA JPN
ITA AUT s
D CHE
<
:ll_ PRI
@ LUX

[N

Annual average growth rate inreal GDP per
capita (20)




Average OECD health expenditure

Growth rates in real terms, 2000 to 2011, public and total
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Average annual growth in health spending
Real terms, 2000-2011
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Even conservative projections suggest health
spending will continue to grow

Percentage point increase in total public health and long term care spending, 2010- 2060

Range of estimates across sensitivity analyses’
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OECD Economics Department
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>> What are our options?

1. Do less

2. Fund the increase through more taxes

3. Divert money from other areas of
spending

4. Get more private finance into the system

5. Do things better — more health for our
money




Public finances: huge deficits at the
moment

Annual deficit or surplus as a % of GDP (selection of countries with largest deficits in 2010)
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Debt ratios starting to look troublesome

Public debt to GDP ratio, (Eurostat)
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A transformation in financing?

Evolution of revenues for the CNAMTS (as % of total resources)
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Health is the 2"d largest area of government spending

Structure of general government expenditures, 2007 & 2010 (% of total expenditures)
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H 2010
Social Health Education Economic  General Interest* Public order Defence Recreation; Housing and Environment
protection affairs public and safety culture and community protection
services religion amenities
(excluding
interest)

Source: OECD Fiscal Consolidation Survey 2012.
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In the crisis, all the extra private money
IS coming out-of-pocket
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Not much sign that private health insurance is
growing

Private insurance as a percentage of total health spending

% of total health spending
1990 2000 2010 (or nearest year)
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>> Bending the cost curve

 Isthere a better system for turning
spending into health?




Groups of countries sharing broadly
>> similar institutions




Efficiency varies more within groups
of countries than across them

Potential gains in life expectancy (years, DEA)
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>> Bending the cost curve

 Isthere a better system for turning
spending into health? No, so....

a) Quality
b) Payment reform
c¢) Workforce




>> The Quality Challenge according to the
IOM

‘[Our] health care system has become far too
comll)lex and costly to continue business as
usua

. ‘Pervasive inefficiencies...

e ... ‘Inability to manage a rapldly deepening
clinical knowledge base...

e ...‘areward system poorly focused on key
patlent needs’

‘threaten the nation' s economic stability and
global competitiveness.’




A gquality focus could save health
systems lots of money

* Netherlands: adverse events in hospitals
cost €165m

e UK: cost of legal payouts due to medical
mistakes up to 1.3% of all spending

o Australia: there are 150 interventions still
taking place that should not on the basis of
clinical evidence




International variations C-section rates
raise guestions

Per 1 000 live births
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surgical procedures — OECD Health Working paper No. 61




Variations in medical practice

Distribution of French GPs: % of diabetic patients having 3 or
more HBA1C tests during the year in the last 12 months (2009)
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>> So what do we do?

e Measure (Israel: primary care; Denmark:
hospital care; Germany: provider level)

e Co-ordinate (Norway: intermediate
facilites; Denmark: GP co-ordinator in
hospitals)

* Pay (Korea: avoid FFS; Turkey: child
health; Sweden: information)




>> Bending the cost curve

 Isthere a better system for turning
spending into health? No, so....

a) Quality
b) Payment reform
c¢) Workforce




// Move to DRGs or similar i1s general
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>> Why did we set down the path of DRGS?

 Why move to DRGs in the first place?
— Adjusting output for complexity
— Economic notion of ‘efficient price’

e For given level of funding, outputs should
Increase

— DRGs (activity-based financing) has been
used as tool to increase hospital productivity

— Shorter lengths of stay; increased throughput



>> Information is key for all countries

e Reliable, timely, validated and comparable
information is needed on hospital performance
no matter what the country’s model

e OECD countries moving away from command
and control toward a mixed, regulated system
with case-based payments and competition
among hospitals

— Less emphasis on output based targets

— Purchasing agents and patients need information on
hospital performance, particularly quality and costs




There is only so much financing can do

« Outcomes are often related to the whole health system, and
hospitals are not totally in control

 Emergency services are critical for key indicators like mortality rates
for myocardial infarction

e Primary care is critical for quality indicators for chronic diseases
like diabetes

« Do hospital managers have the autonomy to drive
performance? OECD countries differ greatly:

« Netherlands, not for profit private hospitals subject to significant

reporting obligations, have hiring and firing power though wage
setting is limited

e UK foundation trusts can retain financial surpluses and Local
Hospital Networks in Australia




Strong growth In services since
iIntroduction of DRGs

Growth in hospital services over the past five years, select OECD countries
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>> Future of payment systems

 More bundling across providers

 More Pay for Performance:

— Increasingly common in primary care (US,
UK, France)

— Now appearing in hospital payments (Israel,
Sweden)




>> Bending the cost curve

 Isthere a better system for turning
spending into health? No, so....

a) Quality
b) Payment reform
c¢) Workforce




Health Productivity in the UK, 1995-
2010
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The health workforce: Doctors (per
1000 population)...
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...and nurses (per 1000 population)
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The big issue Is not the number of workers,
but the organisation of the workforce

Countries responding that an issue is of major concern
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Share of generalists is falling
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A glimmer of hope — the rise in training
of other professionals

Annual graduates in the US: Nursing practitioners and
Physician Assistants compared with Doctors
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>> Thanks for listening!

And thanks to Ankit Kumar, Roberto
Astolfi, Michael Schoenstein,
Valerie Paris,

Mark.pearson@oecd.org

Find lots of data at:
www.oecd.org/health/healthdata




