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What is going on in the health What is going on in the health 
systems of postsystems of post--communist communist 

countries?countries?

1.1. DeDe--integrationintegration

2.2. Disintegration

Instead of a monolith system 
based on the historico-logical 
heritage of the Soviet Union, 
we have now 28 countries 
displaying important variations. 

Disintegration
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EveryEvery healthhealth carecare systemsystem is is 
critizedcritized byby patientspatients

Source: Eurobarometer, 2003
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WHYWHY ??

People are all mortal; ageing implies pain, People are all mortal; ageing implies pain, 
illill--health and social devaluation. health and social devaluation. Health Health 
system is the scapegoatsystem is the scapegoat
Health systems are Health systems are –– at least 50% at least 50% --
publicly funded everywhere.   publicly funded everywhere.   Matter of Matter of 
public choice (Republic choice (Recurrentcurrent subjectsubject inin electionelection
debatesdebates))
Health issues often have links to sexHealth issues often have links to sex and and 
bloodblood Sells well in the mediaSells well in the media
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WhyWhy dodo votersvoters and and politicianspoliticians
needneed scapegoatsscapegoats? ? 

1.1. The consequences of harmful The consequences of harmful 
lifelife--style are cumulative and style are cumulative and 
(mostly) irreversible(mostly) irreversible

2.2. Living dangerously Living dangerously –– Not a Not a 
matter of choice.  (Socially and matter of choice.  (Socially and 
economically conditioned.)economically conditioned.)
More money and/or system More money and/or system 
improvements canimprovements can’’t help much.t help much.
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SummarySummary
A wrong system – why did it work?
Disintegration = the health care 
system breaks down along logical 
borders
Hospital sector: waiting for foreign 
investors
Insurance reforms  (if time permits)



22 November, 2005 22 November, 2005 -- PraguePrague 77

Why did it work under Why did it work under 
communism? (1)communism? (1)

The Soviet system was a The Soviet system was a 
„„dictatorship over dictatorship over 
needsneeds””.  Planners .  Planners 
valued health more valued health more 
than individual than individual 
citizens do in market citizens do in market 
economies at the economies at the 
same level of same level of 
development development 
(GDP/head).(GDP/head).
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Why did it work?  The details (2)Why did it work?  The details (2)
Politicization of health Politicization of health public health public health 
programmesprogrammes
Planned Planned „„doctordoctor--patientpatient”” encounters (no encounters (no 
choice)choice)
Polyclinics = economy of scalePolyclinics = economy of scale
Hospital building for military reasons was Hospital building for military reasons was 
a good health investment in peace times  a good health investment in peace times  
(infant mortality, communicable diseases)(infant mortality, communicable diseases)
Salaried physicians are Salaried physicians are „„cheapcheap””
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PostPost--socialist countries are highsocialist countries are high--
spendersspenders

*  Projections were based *  Projections were based 
on actual OECD data on actual OECD data 
for 25 countries, for 25 countries, 
including GDP/head, including GDP/head, 
proportions of elderly, proportions of elderly, 
share of women in share of women in 
employment.employment.

Note: Estimations for 1990 Note: Estimations for 1990 
(i.e. last year of the (i.e. last year of the 
communist period) communist period) 
show similar resultsshow similar results

Source: Kornai Source: Kornai –– McHale McHale 
(2000)(2000)
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The picture is probably similar The picture is probably similar 
today (2003)today (2003)
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The convergence hypothesisThe convergence hypothesis
The planned health care systems of the The planned health care systems of the 
socialist countries resembled very closely socialist countries resembled very closely 
to stateto state--financed and statefinanced and state--run health run health 
care systems in the developed market care systems in the developed market 
economies.economies.
The similarity with the British NHS was The similarity with the British NHS was 
particularly striking. particularly striking. 

Footnote:  The same was true for the military.Footnote:  The same was true for the military.
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Reverse learningReverse learning
1.1. StateState--run systems, where the price run systems, where the price 

mechanism is not allowed to work mechanism is not allowed to work 
shortages*shortages*

2.2. Planning targets donPlanning targets don’’t work (neither t work (neither 
physical, nor monetary targets) physical, nor monetary targets) 
bureaucratic bargaining bureaucratic bargaining 

3.3. ……but as a second best but as a second best „„market market 
socialismsocialism”” is superior to state planning is superior to state planning 
incentive: money follows the patient incentive: money follows the patient 
(DRG, capitation)(DRG, capitation)

* Kornai (1980)
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Overlapping system of health Overlapping system of health 
care provision care provision –– modified modified 

SemashkoSemashko--systemsystem

Territorial modelTerritorial model

FactoryFactory--basedbased
systemssystems
Network to cure the Network to cure the 
members of the members of the 
partyparty-- and state and state 
machinery.machinery.
Teaching hospitalsTeaching hospitals
Private solutions.Private solutions.



22 November, 2005 22 November, 2005 -- PraguePrague 1414

The process of 
disintegration
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The heritage of the communist The heritage of the communist 
pastpast

Economy: High levels of Economy: High levels of 
industrializationindustrialization, , urbanizationurbanization and and 
gendergender equalityequality (stress, smoking,(stress, smoking,
drinkingdrinking,, obesity, etc.)obesity, etc.)
Politics: Low level of honestly felt Politics: Low level of honestly felt 
solidarity, no confidence in solidarity, no confidence in 
governmentgovernment
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The hospital sector (1)The hospital sector (1)
Hospital = a complex system with long, Hospital = a complex system with long, 

multimulti--stage agency chains.*  Some of stage agency chains.*  Some of 
these chains are external (e.g. to these chains are external (e.g. to 
suppliers, the system of referrals), others suppliers, the system of referrals), others 
are internal (e.g. coare internal (e.g. co--operation among operation among 
specialists).specialists).
Long agency chains need to grow Long agency chains need to grow 
incrementally and evolve over decades.incrementally and evolve over decades.
The problem: political elites donThe problem: political elites don’’t want to t want to 
wait.wait.

* Stiglitz (1999)
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The hospital sector (2)The hospital sector (2)
Privatization is the only solution, even if Privatization is the only solution, even if 
private hospitals are few and far between private hospitals are few and far between 
in OECD countries.in OECD countries.
However, there is negative correlation However, there is negative correlation 
between development levels and the share between development levels and the share 
of the private sector.of the private sector.
FDI is the only solutionFDI is the only solution
–– High capital intensityHigh capital intensity
–– The role of confidenceThe role of confidence
–– High levels of organizational sophisticationHigh levels of organizational sophistication
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Health insurance Health insurance –– the EU contextthe EU context
Mobility among MS, atypical employment Mobility among MS, atypical employment 
relationsrelations
Low level of confidence towards the stateLow level of confidence towards the state
Limited autonomy of MS in taxation Limited autonomy of MS in taxation 
mattersmatters
Health financing companies are subject to Health financing companies are subject to 
the financial institution directivesthe financial institution directives

Increasing difficulties to maintain the Increasing difficulties to maintain the 
mandatory system, the sole guarantee of mandatory system, the sole guarantee of 
universal (100%) coverage universal (100%) coverage 
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Mortality and economic Mortality and economic 
developmentdevelopment
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…… the direction of causality is the direction of causality is 
unquestionableunquestionable
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